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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U.S.C. 
791-823). ‘The Federal Power Commission was reorganized January 
1, 1931, as an independent Commission under the act approved June 
23, 1930 (46 Stat. 797). By title II of the Public Utility Act of 1935, 
approved August 26, 1935 (49 Stat. 838), the original Federal Water 
Power Act was made part I of the ‘Federal Power Act” and parts 
Il and III were added. The Federal Power Act was amended May 28, 
1948 (62 Stat. 275), August 7, 1953 (67 Stat. 461), August 15, 1953 
(67 Stat. 587), June 4, 1956 (70 Stat. 226), and August 28, 1958 (72 
Stat. 941 at 947). The Commission also administers the Natural Gas 
Act, approved June 21, 1938 (52 Stat. 821, 15 U.S.C. 717-717w), as 
amended February 7, 1942 (56 Stat. 83, 15 U.S.C. 717f), July 25, 1947 
(61 Stat. 459, 15 U.S.C. 717f), March 27, 1954 (68 Stat. 36, 15 U.S.C. 
717(c) ), and August 28, 1958 (72 Stat. 941 at 947; 15 U.S.C. 717r), 
and has certain duties under the Tennessee Valley Authority Act, 
approved May 18, 1933 (48 Stat. 1075), and amendments thereto; 
the Bonneville Act, approved August 20, 1937 (50 Stat. 731); the 
Fort Peck Act, approved May 18, 1938 (52 Stat. 403); and under 
various Flood Control and River and Harbor Acts (notably the 
Flood Control Act of 1944, approved December 22, 1944 (58 Stat. 
887) ), and other statutes, as well as Executive Orders. 

This volume, the twenty-third of a series, contains all the formal 
opinions and accompanying orders of the Federal Power Commission 
rendered, January 1, 1960 to June 30, 1960, inclusive. In addition 
to the formal opinions, there have been included intermediate de- 
cisions which have become final and selected orders of the Commis- 
sion issued during such period. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


AMERADA PETROLEUM CORPORATION, DOCKET NOS. G-9385, G—10999, 
G-11882, G-11883, G—12882, G-13401, G-14421, G—14618, G-17730, G—17441, 
G-16715, G—16256, G-16117, G—15997, G-16662, AND G-17719; AMERADA 
PETROLEUM CORPORATION, ET AL., DOCKET NO. G-16118; AMERADA 
PETROLEUM CORPORATION (OPERATOR), ET AL., DOCKET NO. 
G-16119; AND AMERADA PETROLEUM CORPORATION, DOCKET NO. 
G-18634 


ORDER REJECTING OFFER OF SETTLEMENT AND DENYING REQUEST TO TERMINATE 
PROCEEDING 


(Issued January 4, 1960) * 


By order issued February 10, 1959, in Docket No. G—14421, the Commission 
suspended a renegotiated increased rate of 20.25¢ per Mcf* for jurisdictional sales 
of natural gas by Amerada Petroleum Corporation (Amerada) to United Gas 
Pipe Line Company (United) from the South Elton Field, Jefferson Davis Parish, 
Louisiana. On October 2, 1959, Amerada submitted a petition for reconsideration, 
requesting termination of the proceeding in Docket No. G—14421, and, simultane- 
ously therewith, tendered an Offer of Settlement concerning the matters at issue 
in that Docket. 

Amerada’s Offer of Settlement provides that in return for terminating the sus- 
pension proceeding in Docket No. G—14421 as of July 16, 1958? and allowing a 
base rate of 18.25¢ per Mcf to be effective without obligation to refund, Amerada 
will refund the excess .25¢ per Mcf collected from United, eliminate the price 
redetermination clause from its contract with United and substitute a revised 
schedule of periodic increases in the subject contract. 

In support of its Offer of Settlement Amerada states that Pan American Petro- 
leum Corporation (Pan American), as a joint owner with Amerada in the subject 
gas producing properties in the South Elton Field, was granted permission by 
the Commission in Docket No. G-6073 to sell its portion of the natural gas pro- 
duced to American Louisiana Pipe Line Company for 19.25¢ per Mcf.* Amerada 
further states that it would be inequitable and discriminatory to continue the 
suspension of the 18.25¢ per Mcf base rate proposed by Amerada in its Offer of 
Settlement, when Pan American’s base rate of 18.25¢ per Mcf was not suspended 
and Pan American will have no obligation of justifying such rate in hearings 
before the Commission. 

Amerada has made no attempt to provide a basis for determining whether or 
not the 18.25¢ per Mcf base rate is just and reasonable, since its petition for 
reconsideration and Offer of Settlement are not accompanied by any cost data. 
nor was any substantive data submitted to show that cost determination was not 


* Rehearing denied by order issued February 24, 1960, infra p..439. Petition for review 
dismissed, 285 F. 2d 737 (CA10—1960). 


1 This rate includes a base rate of 18.5¢ per Mcf and severance tax reimbursement of 
1.75¢ per Mcef. 
2 The date the increased rate became effective subject to refund. 


*This rate includes a base rate of 18.25¢ per Mcf and 1.0¢ per Mcf gathering tax 
reimbursement. 
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feasible in this situation. Furthermore, the acceptance of Amerada’s offer herein 
would prejudice the Commission staff’s presentation in the general investigation 
of Amerada’s rates in Docket No. G—18634,‘ and possibly lead to protests from 
the interveners therein. 


The Commission finds: 


Acceptance of the Offer of Settlement filed by Amerada in Docket No. G-14421 
is neither in the public interest nor appropriate in carrying out the provisions of 
the Natural Gas Act, and no good cause exists for terminating the proceeding 
in Docket No. G-14421. 


The Commission orders: 


The Offer of Settlement filed with the Commission by Amerada on October 2, 
1959, in Docket No. G-14421, is hereby rejected, and Amerada’s request to termi- 
nate the proceeding in Docket No. G—14421 is hereby denied. 

Commissioner Kline not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


HARPER OIL COMPANY, OPERATOR, DOCKET NO. G-—14456 
ORDER DENYING APPLICATION FOR REHEARING 
(Issued January 4, 1960) 


On November 23, 1959, Harper Oil Company, Operator (Harper) filed with 
the Commission an application for rehearing of the Commission’s order issued 
herein on October 29, 1959, 22 FPC 756, adopting the initial decision, of the 
presiding examiner issued May 5, 1959, denying Harper’s request under Section 
7(b) of the Natural Gas Act (Act) for permission to abandon certain facilities 
for the sale of natural gas presently being delivered to Cities Service Gas 
Company (Cities Service). Harper sells the gas, some 2,500 Mcf per day, to 
Cities Service at a pressure of 500 psig and at a price of 10 cents per Mcf. If 
we authorize abandonment, Harper would then sell the gas to an intrastate 
purchaser, Oklahoma Resources Development Company, at a pressure of 350 
psig and at a price of 11 cents per Mcf. 

Harper had argued that permitting the abandonment requested would pro- 
mote the conservation of natural gas since, utilizing the compressor horsepower 
saved by the lower pressure needed for deliveries to Oklahoma Resources De- 
velopment Company, Harper could gather and sell low pressure gas which 
would otherwise be wasted. We held in essence that, weighing the advantages 
and detriments of the proposal, Harper had not substantially shown that 
abandonment of the facilities in question, or the service rendered thereby, was 
permitted by the present or future public convenience and necessity under 
Section 7(b). 

In its application, Harper challenges our denial of its request on two principal 
grounds. First, Harper contends that as a matter of law, the Commission has 
no jurisdiction under Section 7(b) over any “abandonment” of “service” by 
Harper, for the reason that the sales contract between Harper and Cities 
Service expired by its own terms on January 1, 1958; the Commission cannot 
“by fiat” extend it; and there can be no sale, and hence no “service” to which 
Commission jurisdiction over the abandonment thereof can attach in these cir- 


«The rate investigation proceeding in Docket No. G—18634 is consolidated herein with 
the Section 4(e) suspension proceeding in Docket No. G—9385, et al. 
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cumstances, citing United Gas Pipe Line Co. v. Mobile Gas Service Corp., 
350 U.S. 3382; Sun Oil Co. v. F.P.C., 266 F. 2d 222, cert. granted, 361 U.S. 880; 
Sunray Mid-Continent Oil Co. v. F.P.C., 267 F. 2d 471, cert. granted, 361 U.S. 880. 
Further in this connection, the company contends that we did not consider the 
fact that the contract was intended by the parties as a “spot” sale covering a 
term from July 23, 1953 to January 1, 1958, that Cities Service did not rely on 
this contract or these reserves in support of any certificate application, nor is 
the public relying thereon, and that the essential rationale of requiring permis- 
sion to abandon thus has no application here, 

Second, the company contends that on the facts of the record herein, the 
public convenience and necessity support the abandonment the company re- 
quests. In this connection, it argues that we misconceived its conservation 
argument and that the question is not whether applicant already has compressor 
facilities adequate to compress the gas for deliveries to Cities Service and also 
gather additional low pressure gas; the important thing is that it would be un- 
economical for Harper to continue service at high pressure to Cities Service and 
at the same time gather and thus conserve the low pressure gas. In addition, 
Harper contends that permitting the abandonment requested would not ma- 
terially affect Cities Service since the volume of gas is de minimis and since 
Cities Service has sufficient gas when viewed on a system-wide basis. In any 
event, argues Harper, the Commission could reasonably inaugurate a new 
policy and, recognizing the relative unimportance of “spot” sales by small 
producers, the fact that such sales generally terminate by their own terms, and 
the infeasibility of attempting to administer strict public utility standards with 
respect thereto, apply to such transactions less rigorous standards than might 
otherwise be justified. 

We conclude that none of the grounds relied on by Harper to support rehear- 
ing justify the grant of its application. As to its first, jurisdictional argu- 
ment, the Commission has taken the position, which the courts have thus far 
affirmed, that a natural-gas company may not provide for the cessation of its 
service on a specified future date simply by contracting to sell gas only until 
that date; in such a situation, the service may be terminated only on a sufficient 
showing in an abandonment proceeding under Section 7(b) of the Act. See, 
e.g., Sunray Mid-Continent Oil Co. v. F.P.C., 267 F. 2d 471 (CA 10, 1959), cited 
above by applicant. Consistent therewith, Harper should be held to the 
requisite showing here. 

We note that the Supreme Court granted certiorari in the Sunray case this 
Term, 361 U.S. 880. Therefore, it is appropriate that our denial herein of 
Harper’s application be subject to whatever decision the Supreme Court may 
issue in those proceedings, and be without prejudice to whatever filing Harper 
may deem it appropriate to make with the Commission in the light of the 
Supreme Court’s final decision. 

Respecting Harper’s second argument, even assuming we “misconceived” the 
company’s conservation argument, and that the abandonment of the sale to 
Cities Service would make it economically feasible for Harper to gather the 
low pressure gas, we still cannot find that the present or future public con- 
venience or necessity permit the termination of service to Cities Service as pro- 
posed. We have weighed and balanced the evidence and contentions of Harper 
with respect to the claimed benefits and advantages that would result from an 
abandonment of service to Cities Service, and a consequent sale of gas to 
Oklahoma Resources Development Company at a lower pressure, and are unable 
to conclude on the basis of the evidence of record that it would be in the public 
interest to authorize Harper to abandon the service presently being rendered 
Cities Service. 
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Apart from technical considerations, it seems to us that basically this case 
presents the situation of a producer presently selling gas in interstate cominerce 
subject to the Commission’s jurisdiction at a pressure of 500 psig and at a price 
of 10 cents per Mcf, now perceiving an opportunity to sell the same gas in intra- 
state commerce free from Commission jurisdiction at a pressure of 350 psig and 
at a price of 11 cents per Mcf. This is not a case, however, where the interest 
of Harper and of the public necessarily coincide. We conclude that the company’s 
showing is insufficient to establish that the diversion of this gas from general 


interstate use to intrastate use is permitted by the public convenience and 
necessity. 


The Commission further finds: 


The assignments of error and grounds for rehearing contained in the applica- 
tion for rehearing filed by Harper Oil Company, Operator, of the Commission’s 
order issued on October 29, 1959, in these proceedings, set forth no new matters 
of fact or law which were not fully considered by the Commission when it 
adopted its above-described order or which having now been considered warrant 
any change or modification of said order. 


The Commission orders: 


The application for rehearing of the Commission’s order issued on October 
29, 1959, filed herein by Harper Oil Company, Operator, on November 23, 1959, 
is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Cennole, Arthur Kline and John B. Hussey. 


KENTUCKY UTILITIES COMPANY, PROJECT NO. 539 


ORDER DETERMINING AND DIRECTING ESTABLISHMENT AND MAINTENANCE OF 
AMORTIZATION RESERVES 


(Issued January 4, 1960) 


This is an amortization reserve proceeding pursuant to Section 10(d) of the 
Federal Power Act’ involving a hydroelectric project owned and operated by 
the Kentucky Utilities Company, licensed Project No. 539 (U.S. Dam No. 7). 
It was initiated by the staff through a comprehensive field examination of the 
books, reeords and other data of the Licensee, Kentucky Utilities Company. 
As now presented to the Commission, there is no dispute among Licensee, the 
staff or others, regarding the manner of determining Licensee’s “surplus earn- 
ings” for the above project, or the dollar amounts thereof subject to the amor- 
tization reserve requirements. 

Staff and Licensee propose that the Commission, pursuant to Section 10(d) 
of the Act and Article 23 of the project license as amended, determine the 
amount of Licensee’s “surplus earnings” from Project No. 539 for the period 


1 Section 10(d) provides “that after the first twenty years of operation, out of surplus 
earned thereafter, if any, accumulated in excess of a specified reasonable rate of return 
upon the net investment of a licensee in any project or projects under license, the Licensee 
shall establish and maintain amortization reserves, which reserves shall, in the discretion 
of the Commission, be held until the termination of the license or be applied from time 
to time in reduction of the net investment. Such specified rate of return and the propor- 
tion of such surplus earnings to be paid into and held in such reserves shall be set forth 
in the license.” 
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from April 11, 1948, through December 31, 1957, to be credited to Account 258.1, 
Amortization Reserve-Federal, to be $22,841.24. 
Article 23 of the license for Project No. 539, as amended, provides as follows: 
After the first twenty (20) years of operation of the project under the 
license, namely, after April 10, 1948, six (6) percent per annum shall be the 
specified rate of return on the net investment in the project for determining 
surplus earnings of the project for the establishment and maintenance of 
amortization reserves, pursuant to Section 10(d) of the Act; one-half of 
the project surplus earnings, if any, accumulated after the first twenty 
years of operation under the license, in excess of six (6) percent per annum 
on the net investment, shall be set aside in a project amortization reserve 
account as of the end of each fiscal year, provided that, if and to the extent 
that there is a deficiency of project earnings below six (6) percent per 
annum for any fiscal year or years after the first twenty years of operation 
under the license, the amount of such deficiency shall be deducted from the 
amount of any surplus earnings accumulated thereafter until absorbed, and 
one-half of the remaining surplus earnings, if any, thus cumulatively com- 
puted, shall be set aside in the project amortization reserve account; and 
the amounts thus established in the project amortization reserve account 
shall be maintained therein until further order of the Commission. 

Licensee’s U.S. Dam No. 7 development (Project No. 539) was placed in com- 
mercial operation on April 11, 1928, and, therefore, entered the amortization 
reserve period at the beginning of the twenty-first year of operation, April 
11, 1948. 

Project No. 539 is located within the State of Kentucky and is physically op- 
erated by the present Licensee, Kentucky Utilities Company,’ as an integral part 
of an interconnected system that includes another hydroelectric generating plant 
not under Commission license, steam production plants and a network of trans- 
mission and distribution systems. In addition, the company receives certain of 
its electric energy requirements by purchase from outside sources and also par- 
ticipates in pool arrangements with other utility companies and the Tennessee 
Valley Authority whereby electric power is interchanged. The electric energy 
generated by the project is intermingled and distributed in the system with other 
sources of supply.’ 

Consistent with Licensee’s method of physical operation of the above project, 
its books and records do not show any particular earnings specifically associated 
therewith or derived therefrom. The same is true of all of Licensee’s other 
generating or purchased power resources. In these circumstances, the staff pro- 
poses and Licensee concurs, that the Commission determine Licensee’s “surplus 
earnings” from the U.S. Dam No. 7 development as follows: 

(1) Impute to the project during the respective fiscal periods concerned herein 
the particular earned rate of return which Licensee derived from its electric de- 


2The license (issued pursuant to Section 4(d) of the Federal Water Power Act), 
authorizing the construction, maintenance and operation of the project is by its terms 
effective for a period of 50 years commencing August 19, 1926. 

$Prior to August 31, 1951, Kentucky Utilities Company was engaged in rendering 
multiple utility services, including electric, gas, water and transportation, and the manu- 
facture and sale of ice in the States of Kentucky, Tennessee and Virginia. Over the years, 
Kentucky Utilities Company divested itself of these various business activities other than 
electric utility service. Since August 31, 1951, the Licensee has engaged only in the buat- 
ness of generating and rendering electric service for domestic, commercial, industrial, 
and public use in the States of Kentucky and Tennessee. 
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partment utility operations as a whole during that period when computed in 
accordance with applicable precedents of this Commission ; 

(2) In the given fiscal period, determine the dollar excess, if any, of the project 
earnings, computed by applying the particular imputed earned rate of return to 
the average project net investment during the same period, over the project speci- 
fied return, computed by applying the 6% specified rate of return to the average 
project net investment for the same period; such excess to be considered Li- 
censee’s “surplus earnings” during the particular period. 

The following tabulation showing the “surplus earnings” of Project No. 539 
during the amortization reserve period covered by Commission’s staff examina- 
tion when computed in this manner, and the portions thereof to be credited to 
the amortization reserves for the project : 


Project No. 589 (U.S. Dam No. 7 Development) 


| 





Excess Project Earnings 
Percentage 





Period of actual 
return Credits to 
earned Total Account 258.1 


(50% of Col. 3) 


(4) 








4/11/48 to 12/31/48... 18.40 $5, 256. 36 $2, 628. 18 
ear 1949... 9.12 9, 118. 36 4, 559. 18 
pans 8.75 7, 721. 24 3, 860. 62 
paancasnacccesasenanesncccessecnss 7.39 3, 741. 92 1, 870. 96 

Ii lace cet ck Si ction den 7. 69 4, 347. 10 2, 173. 55 
niihechibtpanensninndpicinbethsnbenicudinbebedihah< 7. 66 4, 070. 97 2, 035. 49 
pibbienienbhontinenseuienigeneompangiindenthtnl 7. 84 4, 294. 56 2, 147. 28 
peeesiwaceubacacesasésinssaseanccsvesédasccussonst 7.89 4, 201. 46 2, 100. 73 

7.00 2, 112, 19 1, 056. 10 

fsntnewadessaenkahtsiaiquicnesnnashebonheuisGenit 6. 41 818. 30 409. 15 
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1834 months rate of 6.07% equated to annual rate. 


In developing Licensee’s yearly actual earned rate of return, the staff derived 
rate base for the company’s entire electric department operations for any given 
year is based upon average of beginning and end-of-year balances of electric 
plant in service (original cost), less related book depreciation reserves and 
amortization of limited-term electric investments, and less contributions in 
aid of construction, similarly averaged, plus an allowance for working capital; 
the last being computed on the basis of a cash allowance equal to one-eighth 
of cash operating expenses (exclusive of purchased power) for the particular 
year concerned plus average balances of materials and supplies and prepayments, 
less average available advance collections of Federal and State income taxes. 

Following this procedure, the staff excluded for rate base purposes the 
balance in Licensee’s Account 100.5, Electric Plant Acquisition Adjustments. 
In determining net electric department operating income, the staff excluded, as 
a revenue deduction, all annual charges for amortization of Licensee’s investment 
classified in Account 100.5. 

Staff treatment of Licensee’s Federal income taxes reflects a normalization 
of the amounts of Licensee’s tax deferrals under Sections 167 and 168 of the 
Internal Revenue Act of 1954 during each of the years concerned in deter- 
mining Licensee’s net electric department operating income; and as a portion 
of the average available advance collections of Federal income taxes in com- 
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puting Licensee’s working capital allowances.* Deferred State income taxes 
were treated in the same manner as deferred Federal income taxes. 

Upon the conclusion of the staff examination, conferences were held between 
the staff and representatives of the Licensee at which agreement, subject to 
Commission approval, was reached as to the methods followed by the staff 
in the determination of the “surplus earnings” of Project No. 539, as well as 
the results obtained in the detailed computations and the amounts of such 
earnings to be credited to Licensee’s Account 258.1, Amortization Reserve- 
Federal, as of December 31, 1957. 

Licensee, by letter dated July 29, 1959, confirmed its agreement in the above 
matter and concurs that the Commission determine the amount of “surplus 
earnings” to be credited to Account 258.1, Amortization Reserve-Federal, to be 

22,841.24 for the period from April 11, 1948, through December 31, 1957, 
for Project No. 539. 

The Public Service Commission of Kentucky was advised by letter of this 
Commission dated June 29, 1959, of the staff recommendations herein. That 
letter requested the submission of any comments or protests with respect 
thereto. Todate no reply has been received. 


The Commission finds: 


(1) The Federal Power Act [Section 10(d)] and more specifically Article 23 
of the license for Project No. 539 require that Licensee establish and maintain 
amortization reserves with respect to the above project wherein 


one-half of the project surplus earnings, if any, accumulated after the first 
twenty years of operation under the license, in excess of six (6) percent per 
annum on the net investment, shall be set aside * * * in the project amor- 
tization reserve account; and the amounts thus established * * * shall be 
maintained therein until further order of the Commission. 


(2) The first twenty years of operation of Project No. 539 ended as of April 10, 
1948. 

(3) The computation of Licensee’s “surplus earnings” from Project No. 539, 
subsequent to that date, in the manner as proposed by the staff and concurred 
in by Licensee, all as described above, is reasonable and appropriate for the 
purposes of the Federal Power Act and the Commission license here concerned. 

(4) For the period commencing April 11, 1948, and ending as of December 31, 
1957, Licensee’s surplus earnings for the above project, on an annual basis, are 
set forth in tabular form in the recitals above, as well as the portions thereof 
required to be set aside for the project in Account 258.1, Amortization Reserve- 
Federal. 

(5) As of December 31, 1957, the credit balance required to be maintained by 
Licensee in Account 258.1, Amortization Reserve-Federal, for Project No. 539, 
is $22,841.24. 

(6) Licensee’s concurrence in the staff recommendations herein, and in the 
absence of any comment or objection thereto by the Public Service Commission 


*The staff analysis in this proceeding was completed prior to the issuance of Commis- 
sion Opinion No. 326 on August 10, 1959, In the Matter of El Paso Natural Gas Company, 
22 FPC 260, and therefore does not reflect the rate making treatment of annual deferred 
taxes in connection with working capital allowance as there set forth. A recalculation 
of this item in determining Licensee’s “surplus earnings”, as set forth above, would not 
result in any substantial modification in the total credit to Licensee’s amortization re- 
serve as recommended by staff; therefore no revision in Licensee’s annual working capital 
allowance is deemed necessary. 
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of Kentucky, obviate the necessity for any public hearings in this matter prior 
to Commission action in accordance with those recommendations, as hereinafter 
provided. 


The Commission orders: 


(A) Licensee shall credit to Account 258.1, Amortization Reserve-Federal, by 
charge to Account 271, Earned Surplus, the amount of $22,841.24, for Project 
No. 539 for the period from April 11, 1948, through December 31, 1957, all as 
shown in the above tabulation. 

(B) Licensee shall, within 60 days from the issuance of this order, file cer- 
tified copies of its journal entries recording the above credits. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


MISSISSIPPI RIVER FUEL CORPORATION, DOCKET NO. G-19495 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued January 4, 1960) 


Mississippi River Fuel Corporation (Applicant), a Delaware corporation with 
its principal place of business in St. Louis, Missouri, filed an application on Sep- 
tember 17, 1959, and an amendment thereto on September 24 and October 2, 1959, 
pursuant to Section 7 of the Natural Gas Act, for an order disclaiming jurisdic- 
tion or, alternatively, for a certificate of public convenience and necessity author- 
izing (1) the continued operation of 1,650 horsepower compression facilities 
previously installed (without certificate authorization) on Applicant’s system in 
the Woodlawn Field, Texas, and (2) construction and operation of an additional 
1,850 horsepower compression facilities on the same system, all as more fully 
described in the application and amendments on file with the Commission. 

Applicant states that the facilities for which certificate authorization is al- 
ternatively sought are gathering facilities for which no certificate of public con- 
venience and necessity is required. It states they will not increase the delivery 
capacity of its main pipeline system. 

The facilities are to be used for the transportation and sale of natural gas for 
resale in interstate commerce. 

Applicant states (1) it agreed to construct and operate the Woodlawn Field 
gathering system and to install compression equipment as necessary to permit 
deliveries of gas from the producers’ wells into the gathering system; the natural 
flowing pressure of the wells has declined requiring the installation of field 
compressors, Which now number seven with an aggregate of 1,650 horsepower (2) 
it estimates that 3,350 horsepower of additional compressor facilities will be 
needed during the productive life of the field, of which two compressor units total- 
ing 850 horsepower are needed in 1959 and 1,000 horsepower will be needed in 
1960, and (3) it will be necessary to move compressors from one part of its gath- 
ering system to another part as operations require. Applicant requests certifi- 
cate authority at this time to cover only the 1,650 horsepower of existing com- 
pression and the 1,850 horsepower to be installed in 1959 and 1960. 

The estimated total cost of the 1,850 horsepower compressor facilities proposed 
to be installed in 1959 and 1960 is $508,750, to be paid from cash on hand. 
Temporary authority to install 850 horsepower was issued on October 16, 1959. 
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Gas supply is not an issue in this proceeding. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 15, 1959, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, having its principal place of business 
in St. Louis, Missouri, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be constructed and operated, and continued to 
be operated as hereinbefore described and as more fully described in the applica- 
tion herein, will be used in the transportation and sale of natural gas in interstate 
commerce subject to the jurisdiction of the Commission, and the construction 
and operation thereof by Applicant are subject to the requirements of Subsections 
(ce) and (e) of Section 7 of the Natural Gas Act. 

(3) The continued operation of facilities and the construction and operation 
of the facilities proposed by Applicant are required by the public convenience 
and necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1), (ce) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act should attach 
to the issuance of the certificate referred to in paragraph (5) above and to the 
exercise of the rights granted thereunder, and that installation of the facilities 
authorized by this order should be completed and the said facilities placed in 
actual operation by January 1, 1961. 

(6) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(ce) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to continue the operation of facilities and to con- 
struct and operate the additional 1850 horsepower compressor facilities herein- 
before described, as more fully described in the application and exhibits in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (1), 
(c) (3), (e) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the National Gas Act shall attach to the issuance of the certificate granted in 
paragraph (B) hereof and to the exercise of the rights thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Comumnission’s 
Regulations on or before January 1, 1961. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


SOUTHERN CALIFORNIA EDISON COMPANY, PROJECT NOS. 372, 1930, 
1932, 1933, 1934, 2017, AND 2086 


ORDER DETERMINING NET CHANGES IN ACTUAL LEGITIMATE ORIGINAL PROJECT COSTS 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued January 4, 1960) 


Southern California Edison Company, Licensee for Project Nos. 372, 1930, 1932, 
1933, 1934, 2017 and 2086, from time to time filed statements, pursuant to 
Section 4.1 of the Commission’s Regulations under the Federal Power Act, claim- 
ing for each project for the period from the respective effective date on which the 
cost was previously determined? through December 31, 1957, project additions, 
retirements and adjustments resulting in net project changes of ($2,960.02)* for 
Project No. 372 from January 1, 1942; $418,762.43 for Project No. 1930, $15,147.88 
for Project No. 1932, $20,503 41—Santa Ana No. 1 and $48,021.75—Santa Ana No. 
2 for Projeci No. 1933, $116,030.63 for Project No. 1934, all from May 2, 1946; and 


2 All seven projects are located in the State of California. Project No. 372 is located 
on the Middle Fork of the Tule River, in Tulare County, and may be described as 
the Lower Tule development; Project No. 1930 is located on the Kern River, in Kern 
County, and may be described as the Kern River No. 1 development; both projects 
affecting lands of the United States within the Sequoia National Forest. Project No. 
1932 is located on Lytle Creek and may be described as the Lytle Creek development; 
Project No. 1933 is located on the Santa Ana River and tributaries, is comprised of 
two developments, Santa Ana Plant No. 1 and Santa Ana Plant No. 2; Project No. 
1934 is located on Mill Creek and its tributary Mountain Home Creek and consists 
of two hydraulic developments which utilize a common powerhouse and may be described 
as Mill Creek No. 2 and No. 3 development; all located in San Bernardino County and 
affecting lands of the United States within the San Bernardino National Forest. Project 
No. 2017 is located on the San Joaquin River in Fresno and Madera Counties, with 
transmission line also in Tulare and Kern Counties, and may be described as the Big 
Creek No. 4 development; Project No. 2086 is located on Mono Creek, a tributary to 
the South Fork San Joaquin River, and may be described as the Lake Thomas A. Edison 
project (formerly known as the Vermilion Valley Reservoir project); both affecting 
lands of the United States within the Sierra National Forest. 

The respective licenses, issued pursuant to Section 4(e) of the Federal Power Act, 
authorizing the construction (with the exception of Project Nos. 372, 1930, 1932, 1933 
and 1934, which were constructed at the time the licenses were issued), maintenance 
and operation of the project works, contemplate Commission determination of the actual 
legitimate original cost of the projects: Project No. 372—Article 17; Project No. 1930— 
Article 21; Project Nos. 1932, 1933 and 1934—Article 20; Projet No. 2017—Article 35; 
and Project No. 2086—Article 23. By their respective provirions, those licenses are 
for the following terms: Project Nos. 1930, 1932, 1933 and 1934 for periods of 50 years 
from May 1, 1946; Project No. 372 for a period terminating on June 15, 1970; Project 
Nos. 2017 and 2086 for periods of 50 years commencing March 1, 1949 and September 
1, 1953, respectively. 

2 By orders issued May 28, 1946 (5 FPC 528), June 8, 1956 (15 FPC 1519), and 
December 4, 1957 (18 FPC 764, 773), the Commission determined the actual legitimate 
original cost of Project Nos. 372 (Lower Tule), 2017 (Big Creek No. 4), 1934 (Mill 
Creek 2 and 3), 2086 (Lake Thomas A. Edison) to be $711,732.56, $26,429,997.29, 
$659,497.06, and $8,533,462.20, as of December 31, 1941, June 30, 1952, May 1, 1946 
and July 31, 1955, respectively. By orders issued December 3, 1957 (18 FPC 748, 752, 
756) the Commission determined the actual legitimate original cost of Project Nos. 1930 
(Kern River No. 1), 1932 (Lytle Creek), 1933 (Santa Ana No. 1 and Santa Ana No. 2) 
to be $3,052,621.36, $201,765.46, $671,960.09 (Santa Ana No. 1) and $304,318.86 (Santa 
Ana No. 2), respectively, as of May 1, 1946. 

® Decrease. 
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$96,468.28 and $455,836.85 for Project Nos. 2017 and 2086, respectively, from July 
1, 1952, and August 1, 1955, respectively. 
The claimed gross project additions, retirements and adjustments applicable 
to the respective periods are as follows: 
Project No. 372 
COND Ci ik isi sidic en ccitinninnadematinviiliacindiinmtnaltiaa $101, 226. 51 
GRE: islets catchall (55, 330. 76) 
Dictate am ata (45, 315. 





Contributions in aid of construction—Credit_...._......___ 


Project No. 1930 
Ts UCONN cess castn ch dasa niga Stara ta oeaeniaspenthaiaas enainceaesealined $561, 147. 91 
IED OUT IN apis csiceiciaade Sige ates hastarahchgaomelornent cpedioadnde saan (140, 394. 05) 

a ice ithaca cacti rinse eecigieecetiaetonaninccmmaitecasaanntan nists . 43) 











418, 762. 43 
Project No. 1932 
CEI. Sin dese ee dente $19, 348. 87 
Crane Speer ee eee (4, 226. 37) 
I as inca ct cotinine ca ca eiees chia epcibceich mccetea raha atmaassoniagtneeamanasaglstgtea 25. 38 



















15, 147. 


Project No. 1933 
Santa Ana No. 1: 














I SN aisistissinsccsssejcenisiaciciteiciacneeniciaaptacacetintnintilacie danas en $42, 350. 44 
PN Ca acti hi cnitics ncaa ident (21, 843. 94) 
DOT vi cicnitttiiintiticdainbe tS ae eee (3. 





20, 503. 


Santa Ana No. 2: 












CUD I isis cn ents ta nics aaiacaas ah cesta alana a $58, 199. 26 
ROI a aici cst aati ities ities (10, 177. 51) 
Mis thsi ascites italia nats teens, |S scared ane en A 


Project No. 1934 
I: a sii isccistectnicititicaiccati tage ticles libata $96, 459. 50 
CR DOT iss sii cceisiecnieaciR chasinctittniiiecedeni th Ehsaan (8, 388. 74) 


iis sasbcvee edhe nibs apeoaaiaomaslavas eslgigaieebiliaranideseped abedeatiapianetdataaah apenas 27, 959. 





116, 030. 6° 
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Project No. 2017 
Gross additions $239, 778. 34 
Gross retirements. . 27) 
Adjustments .21 


. 28 


Project No. 2086 
Gross additions 
Gross retirements (1, 610. 79) 
Adjustments 


455, 836. 85 


( ) Denotes credit. 


The Commission’s staff made field examinations of the books and records 
of Licensee and other data for the purpose of ascertaining the correctness of 
the claimed and recorded amounts with respect to each of the seven projects. 
Following these studies, an agreement, subject to Commission approval, was 
reached between the staff and representatives of Licensee with respect to 
certain proposed adjustments to the claimed and recorded project cost changes, 
Project Nos. 2017 and 2086, involving: (1) the elimination of the combined 
total amount of $19,247.72 ($307.64 from Project No. 2017 and $18,940.08 from 
Project No. 2086) therefrom for the period from July 1, 1952 (Project No. 
2017), and August 1, 1955 (Project No. 2086), through December 31, 1957; (2) 
Project No. 1934, the reclassification of the credit amount of $1,343.59 within 
the project accounts; and (3) the accounting disposition of the amounts in- 
volved in the proposed adjustments. Based upon the proposed adjustments, 
the resulting revised net increases or changes in the project costs for Project 
Nos. 2017 and 2086 would be $96,160.64 and $436,896.77, respectively, for the 
aforementioned periods from July 1, 1952 through December 31, 1957, and 
August 1, 1955 through December 31, 1957. 

No adjustments are proposed with respect to the claimed project cost changes 
for Project Nos. 372, 1930, 1932 and 1933. 

The aforementioned adjustments proposed by the staff, and agreed to by 
Licensee by letter dated January 26, 1959, resulting in the elimination of the 
combined total amount of $19,247.72 from the claimed and recorded project 
eost changes for Project Nos. 2017 and 2086, are composed of the following 
items: 

Project Project 
No. 2017 No. 2086 
Eliminate reconditioning expenses to automotive 
equipment $307. 64 $18, 454. 21 
Operating expenses improperly charged to plant 
accounts 485. 87 


Total reduction of claimed cost__---_-_-_-_ 307. 64 18, 940. 08 


The staff’s proposed adjustment to the claimed and recorded project cost for 
Project No. 1934, involves a reclassification within the project accounts of a 
credit amount of $1,343.59 from electric plant account 393, Donations in Aid of 
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Construction-Credit, to balance sheet account 265.2, Contributions in Aid of 
Construction-Federal. Such reclassification is required under the Com- 
mission’s Order No. 153, dated May 18, 1950, effective July 1, 1950, amending its 
Uniform System of Accounts to abolish Account 393 and prescribing the use 
of Account 265.2 in lieu thereof. 

In addition to the above adjustments, the staff proposes and Licensee concurs 
that Licensee’s recorded project costs for the seven projects as of December 
31, 1957, be adjusted to increase the project plant accounts for certain 1957 
overhead costs included in claimed costs but not distributed to and included 
in the project plant accounts on Licensee’s books until 1958. 

The accounting for the proposed adjustments and to bring Licensee’s books 
of account into agreement with the recommended actual legitimate original costs 
for the seven projects as of December 31, 1957, is shown by the following com- 
posite journal entry. 


Debit Credit 
271 Earned Surplus 


903 Transportation Expenses—Clearing 
100.3 Construction Work in Progress 
Nonproject $2, 712. 83 
265.2 Contributions in Aid of Construction-Federal 
(Project 1934) 1, 343. 59 
100.1 Electric Plant in Service 


Project No. 1933 

Santa Ana No. 1 

ete De NG Bic nctmnmcie b 
Project No. 1934 . 59 
Project No. 2017 . 35) 
Project No. 2086. 309. 66) 


(14, 835. 09) 


After giving effect to the above adjustments, the Commission's staff recom- 
mends and Licensee concurs that the Commission determine: (1) the net change 
in the actual legitimate original cost of Project No. 372 (Lower Tule) to be 
($2,960.02) * during the period from January 1, 1942 through December 31, 
1957; the net increase or changes in the actual legitimate original cost of 
Project Nos. 1930 (Kern River No. 1), 19382 (Lytle Creek), 1933 (Santa Ana 
No. 1 and Santa Ana No. 2), 1934 (Mill Creek 2 and 3) during the period from 
May 2, 1946 through December 31, 1957, to be $418,762.43, $15,147.88, $20,503.41 
(Santa Ana No. 1), $48,021.75 (Santa Ana No. 2) and $116,030.63, respectively ; 
the net increase or change in the actual legitimate original cost of Project No. 
2017 (Big Creek No. 4) during the period from July 1, 1952 through December 
31, 1957, to be $96,160.64; the net increase or change in the actual legitimate 
original cost of Project No. 2086 (Lake Thomas A. Edison) during the period 
from August 1, 1955 through December 31, 1957, to be $436,896.77; and (2) 
the resulting actual legitimate original costs of Project Nos. 372, 1930, 1932, 1933, 
1934, 2017 and 2086 as of December 31, 1957, to be $708,772.54, $3,471,383.79, 


* Decrease. 
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$216,913.34, $692,463.50 (Santa Ana No. 1), $352,340.61 (Santa Ana No. 2), 
$775,527.69, $26,526,157.93 and $8,970,358.97, respectively, classified by project 
accounts of the Commission’s Uniform System of Accounts prescribed for 
Public Utilities and Licensees as shown in the attached Schedules 1l-a through 
1-h. 

These recommended amounts result from project additions, retirements and 
adjustments for the seven projects for the periods ending December 31, 1957, 
are set forth below and as more specifically shown on the attached schedules: 


Contribution 
Additions | Retirements | Adjustments in aid of 
construction- 


Lower Tule $101, 226. 51 ($55, 330.76)| ($45,315. 24)| 1 ($3, 540. 53) 
Kern River No. 1 ia 561, 147. 91 (140, 394. 05) (1, 991. 43) (2) 
Lytle Creek. ...-- a 19, 348. 87 (4, 226. 37) 25. 38 (@) 
(Santa Ana No. 1) f 42, 350. 44 (21, 843. 94) (3. 09) @) 
(Santa Ana No. 2) 58, 199. 26 ey eee @ 

Mill Creek 2 and 3. 96, 459. 50 (8, 388. 74) 29, 303. 46 2 (1, 343. 59) 
Big Creek No. 4...--- ai oa oe aa 239, 470. 70 (143, 947. 27) 2 @) 
Lake Thomas A. Edison 438, 507. 56 (1, 610. 79) 


1 For the period from January 1, 1942 through December 31, 1957. 
2 For the period from May 2, 1946 through December 31, 1957. 

3 For the period from July 1, 1952 through December 31, 1957. 

4 For the period from August 1, 1955 through December 31, 1957. 


The Public Utilities Commission of California was advised by letter of this 
Commission dated May 11, 1959, of the proposed adjustments, accounting dis- 
positions and resulting project costs of the seven projects, all as recommended 
by the Commission’s staff and agreed to by Licensee as set forth above. The 
Public Utilities Commission of California by letter dated June 23, 1959, indi- 
cated no objection to the foregoing. 


The Commission finds: 


(1) Licensee, by its tentative agreement to the proposed adjustments, 
accounting dispositions and resulting project costs and its letter dated January 
26, 1959, and the Public Utilities Commission of California by its letter dated 
June 23, 1959, have obviated the necessity for notice and opportunity to protest 
provided by Sections 4.4 and 4.5 of the Commission’s Regulations under the 
Federal Power Act. 

(2) The foregoing adjustments and accounting dispositions are reasonable 
and proper for the purposes of the Federal Power Act, and, therefore, should 
be approved and directed as hereinafter provided. 

(3) The net decrease or change in the actual legitimate original cost for 
Project No. 372 (Lower Tule) from January 1, 1942 through December 31, 1957, 
is in the credit amount of $2,960.02; the net increases or changes in the actual 
legitimate original cost of Project Nos. 1930 (Kern River No. 1), 1932 (Lytle 
Creek), 1933 (Santa Ana No. 1 and Santa Ana No. 2), 1934 (Mill Creek 2 
and 3) for the period from May 2, 1946 through December 31, 1957, are 
$418,762.43, $15,147.88, $20,503.41 (Santa Ana No. 1), $48,021.75 (Santa Ana 
No. 2) and $116,030.63, respectively; the net increase or change in the actual 
legitimate original cost of Project No. 2017 (Big Creek No. 4) for the period 
from July 1, 1952 through December 31, 1957, is $96,160.64; the net increase 
or change in the actual legitimate original cost of Project No. 2086 (Lake 
Thomas A. Edison) for the period from August 1, 1955 through December 31, 
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1957, is $436,896.77; and (2) the resulting actual legitimate original costs of 
Project Nos. 372, 1930, 1932, 1983, 1934, 2017 and 2086 as of December 31, 1957, 
are $708,772.54, $3,471,383.79, $216,913.34, $692,463.50 (Santa Ana No. 1), 
$352,340.61 (Santa Ana No. 2), $775,527.69, $26,526,157.93 and $8,970,358.97, 
respectively, classified by project accounts of the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees as shown in the 
attached Schedules 1—a through 1-h. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The adjustments and accounting dispositions, as proposed by this Com- 
mission’s staff and agreed to by the Licensee, are hereby approved and directed 
to be made by the Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detail accounts for the projects showing (a) a credit 
amount of $2,960.02 as the net decrease or change in the actual legitimate 
original cost of Project No. 372 during the period from January 1, 1942 through 
December 31, 1957; (b) debit amounts of $418,762.43, $15,147.88, $20,503.41 
(Santa Ana No. 1), $48,021.75 (Santa Ana No. 2) and $116,030.63 as the net 
increases or changes in the actual legitimate original costs of Projects Nos. 
1930, 1932, 1933 and 1934, respectively, during the period from May 2, 1946 
through December 31, 1957; (c) a debit amount of $96,160.64 as the net in- 
crease or change in the actual legitimate original cost of Project No. 2017 during 
the period from July 1, 1952 through December 31, 1957; (d) u debit amount of 
$436,896.77 as the net increase or change in the actual legitimate original cost 
of Project No. 2086 during the period from August 1, 1955 through December 
31, 1957; and (e) debit balances of $708,772.54, $3,471,383.79, $216,913.34, 
$692,463.50 (Santa Ana No. 1), $352,340.61 (Santa Ana No. 2), $775,527.69, 
$26,526,157.93 and $8,970,358.97 for Project Nos. 372, 1930, 1932, 1933, 1934, 2017 
and 2086, respectively, as the actual legitimate original cost of those projects 
as of December 31, 1957, classified by project accounts of the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees as 
shown in the attached Schedules 1—a through 1-h. 

(D) Licensee shall, within 60 days from the issuance of this order, file, in 
triplicate, certified copies of its adjusting journal entries showing compliance 
with this order. 


676—-806—64——+4 











SUMMARY BY PROJECTS OF ADDITIONS, RETIREMENTS, AND ADJUSTMENTS FROM RE- 
SPECTIVE EFFECTIVE DATE OF INITIAL COST DETERMINATION TO DECEMBER 31, 1957 


1932 
1933 


2017 
2086 


372 
1930 


1932 
1933 


1934 


2017 
2086 


2017 


2086 


( 


Lower Tule.... 
Kern River 


) Denotes credit. 





3 


Lytle Creek... 





>; a 
Big Creek No. 4. 
Lake Thomas 

A. Edison.... 


Lower Tule.... 
Kern River 

SI Mikes ehnicee 
Lytle Creek.... 
(Santa Ana 

BR Si pen cane 
(Santa Ana 

No. 2) 
Mill Creek 2 

TI cease 


Big Creek No. 4. 


Lake Thomas 


A. Edison.... 


Mill Creek 2 
and 3.- 


Big Creek No. 4_|_.------|- 


Lake Thomas 


A, Edison....}- 


Total..... 





Project Nos. 372, 1930, 1982, 1933, 1934, 2017, and 2086 
Southern California Edison Company, Licensee, Schedule 1 


Period 





Additions 


From—| To— 







1/1/42 | 12/31/57 | $101, 226. 51 


5/2/46 | 12/31/57 | 561, 147. 91 
5/2/46 | 12/31/57 19, 348. 87 


5/2/46 | 12/31/57 42, 350. 44 
5/2/46 | 12/31/57 58, 199. 26 


5/2/46 | 12/31/57 | 96, 459. 50 
7/1/52 | 12/31/57 | 239, 778. 34 


8/1/55 | 12/31/57 | 457, 447. 64 


















snecunes|accceacces 1, 575, 958. 47 







AS ALLOWED BY 


1/1/42 | 12/31/57 | 101, 226. 51 


5/2/46 | 12/31/57 | 561, 147.91 
5/2/46 | 12/31/57 19, 348. 87 


5/2/46 | 12/31/57 42, 350. 44 
5/2/46 | 12/31/57 58, 199. 26 


5/2/46 | 12/31/57 | 96, 459. 50 
7/1/52 | 12/31/57 | 239, 470. 70 


8/1/55 | 12/31/57 | 438, 507. 56 





piled 1, 556, 710. 75 








ssonacens (307. 64) 
<cchninnaiencael ayaa 


ipppceknnenean Sa 
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AS CLAIMED BY LICENSEE 





Contribu- 


($55, 330. 76) | ($45, 315. 24) | ($3, 540. 53) 





COMMISSION 





(4, 884. 12)| 





ADJUSTMENTS 

















tions in 
aid of 


construc- 


tion 












| (3, 540. 53) 


(3, 540. 53) 


(1, 343. 59) 








(1, 343. 59) 


---<-----| (18, 940. 08) 





(1, 343. 59)| (19, 247. 72) 
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Project No. 372-California (Lower Tule), Southern California Edison Company, 
Schedule No. la 


NET CHANGE IN THE ACTUAL LEGITIMATE ORIGINAL COST FOR THE PERIOD FROM JANUARY 1, 1942, TO 


Account number and title 


() 


INTANGIBLE PLANT 


Organization 
Franchises and consents 


Total intangible plant 
PRODUCTION PLANT—HYDRAULIC 
Land and land rights 


Reservoirs, dams and waterways 
Water wheels, turbines, and generators 
Accessory electric equipment. -_- 
Miscellaneous power plant equipment. 
Roads, railroads, and bridges 


Total production plant—Hy- 
Ga sttiicncinesene penndianat 


TRANSMISSION PLANT 


Land and land rights 
Station equipment... 


GENERAL PLANT 


| Communication equipment 
Donations 
Credit 


Total general plant 


100. 1 


265.2 | Contributions in aid of construction— 


PO inctnncnmninnnae 





Actual legitimate original cost... 
i 


1 Per Commission Order Issued May 28, 1946. 


Structures and improvements. ..-...-..-- 


in aid of construction— 


Total electric plant in service.... 


DECEMBER 31, 


| 


Allowed 
cost | as of 
Dee. 31, 1941 


(2) 


$4, 470. 28 
6. 21 


23, 320. 38 

43, 905. 92 
418, 709. 97 
i 46, 337. 82 
26, 521. 84 
« 5, 617. 91 
4, 839. 34 


4, 476. 49 |. 


—————— 


-| 569, 253. 18 


1957 


Claimed 





($5, 036. 50) 
4, 583. 50 
162. 61 

(4, 178. 15) 
2, 281. 35 


(2, 187. 19) 


Changes from Jan. 1, 1942 
to Dee. 31, 1957 


Allowed 


(2, 187. 19 





46, 783. 47 


7, 752. 41 





1, 341. 02 
32, 207. 80 


53, 252. 36 
133, 584. 65 


(3, 334. 17) | 
4, 418. 24 | 


711, 732. 56 | 


° 711, 732. 56 | 


(97. 63) 
889. 76 

10, 654. 63 
(22, 832. 29) 


(11, 385. 53)| 


10, 819. 06 
| 
2 3, 334.17 
14, 153. 23 


580. 51 | 


2 (3, 540. 53) | 





(2, 960. 02) 


(97. 63 
889. 76 
10, 654. 63 


(22, 832. 29) 


(11, 385. 53 


10, 819. 06 


3, 334.17 |. 
14, 153. 23 | 


580. 51 
(3, 540. 53 


(2, 960. 02) 


Allowed 
cost as of 
Dec. 31, 1957 


(5) 


$4, 470. 28 
6. 21 


4, 476. 49 


) 


) 1, 243. 39 
33, 097. 56 
57, 438. 10 
30, 420. 07 


122, 199. 12 


) | 


18, 571. 47 
18, 571. 47 
712, 313. 07 
(3, 540. 53) 

708, 772. 54 


)} 





3 Balance as of July 1, 1950 of $3,334.17, transferred in 1950 from detailed plant account 393 to balance 
sheet account 265.2 per Commission Order No. 153, dated May 18, 1950. 


( ) Denotes credit 
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Project No. 1930—California (Kern River No. 1), Southern California Hdison 
Company, Schedule No. 1b 
NET CHANGE IN THE ACTUAL LEGITIMATE ORIGINAL COST FOR THE PERIOD FROM 
MAY 2, 1946, TO DECEMBER 31, 1957 


Changes from May 2, 1946 to 


100.1 


Account number and title 


PRODUCTION PLANT—HYDRAULIC 


Land and land rights 

Structures and improvements 
Reservoirs, dams and waterways. . 
Water wheels, turbines and gen- 


Accessory electric equipment 

Miscellaneous power plant equip- 
EA RE. aS ae Slee 

Roads, railroads, and bridges. .-.-.-- 


Total production plant— 
Hydraulic 


TRANSMISSION PLANT 
Land and land rights 
Station equipment 
‘Towers and fixtures 
Overhead conductors and devices-- 
Roads and trails 

Total transmission plant 

GENERAL PLANT 

Communication equipment....-..- 


Total general plant 


Total electric plant in service.| 3, 052, 621. 36 | 418, 762. 43 


Allowed cost 
as of May 
1, 1946! 


December 31, 1957 


Claimed | Adjust- 


Allowed 


$66, 756. 90 
22, 532. 10 


140, 555. 37 
7, 818. 30 


41, 538. 04 
3, 360. 92 


Allowed cost 
as of Dec. 
31, 1957 


$120, 431. 58 
326, 750. 44 
2, 121, 372. 09 


375, 114. 93 
122, 391. 20 


60, 803. 96 


23, 868. 62 





282, 561. 63 


3, 126. 95 
(3, 808. 37 
55, 552. 66 
22, 496. 47 
40, 795. 49 


) 





177, 817. 78 


6, 632. 39 


6, 632. 39 


1 Per Commission Order Issued December 3, 1957, 
( ) Denotes credit. 


118, 163. 20 }...--- 


18, 037. 60 


18, 037. 60 


118, 163. 20 


18, 037. 60 
18, 037. 60 
"418, 762. 43 








3, 150, 732. 82 


3, 146. 16 
155, 397. 69 
60, 220. 08 
36, 421. 56 
40, 795. 49 


| 295, 980. 98 


————— 


24, 669. 99 


24, 669. 99 
3, 471, 383. 79 
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Project No. 1932—California (Lytle Creek), Southern California Edison 
Company, Schedule No. Ic 


NET CHANGE IN THE ACTUAL LEGITIMATE ORIGINAL COST FOR THE PERIOD FROM 
MAY 2, 1946, TO DECEMBER 31, 1957 


| | Changes from May 2, 1946 

Allowed cost | to December 31, 1957 Allowed cost 

Account number and title | as of May as of Dee. 

1, 1946! 31, 1957 
Claimed Allowed 


(1) (2) 


PRODUCTION PLANT—HYDRAULIC 


= 
ie 


Land and land rights_.._- ‘ $3, 883. 85 
Structures and improvements - ----- 13, 830. 67 
Reservoirs, dams, and waterways. . | 143,909.05 
Water whe els, turbines. and generators_- 20, 956. 61 
Accessory electric equipment... ‘ 12, 347. 97 
Miscellaneous power plant equipment. - 1, 246. 29 
Roads, railroads, and bridges..........-} 2, 440. 94 


Total hydraulic production plant_| 198, 615. 38 





TRANSMISSION PLANT 


Poles and fixtures. .-...-- 
Overhead conductors and devices. 


Total transmission plant. -_-_..-- 





GENERAL PLANT 


| Communication equipment. ........- -| 2, 243. 82 | . 2, 268. 72 


Total general plant } 2, 243. 82 g ; 2, 268 72 











100.1 | Total electric plant in service.....| 201,765.46 5, 147. 7.88 | 216,913.34 
| | 











‘ Per Commission Order Issued December 3, 1957. 


» 









20 














































321 
322 


324 
325 
326 






























































378 





100. 1 














() 


























s 
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Company, Schedule No. 1d 


MAY 2, 1946, TO DECEMBER 31, 1957 


Account number and title 


(1) 


PRODUCTION PLANT—HYDRAULIC 


Land and land rights_.................- 
Structures and improvements - --_--.- 
Reservoirs, dams, and waterways.- - ---- 
Water wheels, turbines, and generators - 
Accessory electric a ee 
Miscellaneous power plant equipment - 
Roads, railroads, and bridges... -...---- 


Total hydraulic production plant. 


Allowed cost 
as of May 


Changes from May 2, 1946 


1, 1946! 
Claimea 








to December 31, 1957 





Allowed 


Project No. 19388—California (Santa Ana No. 1), Southern California Edison 


NET CHANGE IN THE ACTUAL LEGITIMATE ORIGINAL COST FOR THE PERIOD FROM 


Allowed cost 
as of Dec. 
31, 1957 

















TRANSMISSION PLANT 


Land and land rights..................- 
Station equipment. -.......-..- 
Towers and fixtures 
PO ic cine ccnnennasaccebass 
Overhead conductors and devices... -- 





Total transmission plant--.-_..---- 




















GENERAL PLANT 


Communication equipment 








Total electric plant in service.___-- 











(2) (3) (4) (5) 
SU AD bn np rete beeen ca $2, 003. 45 
65,368.50 | ($4, 534.89)} ($4, 534. 89) 60, 833. 61 
429, 492. 68 13, 888. 55 13, 888. 55 443, 381. 23 
67, 982. 95 390. 36 390. 36 68, 373. 31 
21, 382. 34 3, 982. 02 3, 982. 02 25, 364. 36 
3, 673. 57 1, 607. 63 1, 607. 63 5, 281. 20 
DRI | «<cnaccstainsal swecnnncacws 36, 617. 49 
626, 520. 98 15, 333. 67 15, 333. 67 641, 854. 65 
507.00 |...... bea inaces pein 507. 00 
25, 552. 46 4, 746. 90 4, 746. 90 30, 299. 36 
BI rseneeker enn shecosees ‘ 6, 977. 29 
310. 73 416. 34 416, 34 727. 07 
8, 130. 62 77. 60 77. 60 8, 208. 22 
41, 478. 10 5,240.84 | 5, 240.84 | 46, 718. 94 
8 i= | asia 
3, 961. 01 (71. 10) (71. 10) | 3, 889. 91 
671, 960. 09 20,503.41 | 20,503.41 | 692, 463. 50 





Denotes Credit. 


Account number and title 


Allowed cost 


1 Per Commission Order Issued December 3, 1957. 


as of May 
1, 1946! 
Claimed 


Changes from May 2, 1946 
to December 31, 1957 


Project No. 1933—California (Santa Ana No. 2), Southern California Edison 
Company, Schedule No. le 


NET CHANGE IN THE ACTUAL LEGITIMATE ORIGINAL COST FOR THE PERIOD FROM 
MAY 2, 1946, TO DECEMBER 31, 1957 





Allowed 





Allowed cost 
| as of Dec. 
31, 1957 









(1) 





(3) 





(4) 


(5) 










320 
321 
322 


324 
325 
326 


















































378 
100. 1 



























1p 
() 








PRODUCTION PLANT—HYDRAULIC 


Land and land rights.................-.- 
Structures and improvements. --------- 
Reservoirs, dams, and waterways. - ---- 
Water wheels, turbines, and generators... 
Accessory electric equipment--- , 

Miscellaneous power plant equipment. - 
Roads, railroads, and bridges..........- 


Total production plant—Iy- | 
SS | 


TRANSMISSION PLANT 
Station equipment... ...........---.-.. 
GENERAL PLANT 
Communication equipment. ........--- 


| Total electric plant in service.-.--- 














$33, 544. 42 |.._- 
14, 381. 97 
185, 214. 95 
32, 837. 67 
13, 166. 67 
2, 286. 85 
2, 365. 26 coe 


($127. 45) 

5, 606. 52 | 
20, 087. 10 
22, 146. 94 
391. 24 


283, 797. 79 


19, 626. 57 


894. 50 | 
304, 318. 86 





48, 021. 75 


48, 104. 35 


(82. 60) | 





er Commission Order Issued December 3, 1957. 
Denotes Credit. 


($127. 45) 
5, 606. 52 
20, 087. 10 
22, 146. 94 
391. 24 


48, 104. 35 





(82. 60) 


48, 021.75 


} 
$33, 544. 42 
} 14, 254. 52 
190, 821. 47 
52, 924. 7 
35, 313. 61 

2, 678. 09 

2, 365. 26 


331, 902. 14 







19, 626. 57 





811. 90 


352, 340. 61 

















I 
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Edison Company, Schedule No. If 


Account number and title 


(1) 


PRODUCTION PLANT—HYDRAULIC 


Land and land rights 

Structures and improvement 
Reservoirs, dams, and waterways 
Water wheels, turbines, and generators... 
Accessory electric equipment--_-. 
Miscellaneous power plant equipment. 
Roads, railroads, and bridges 


Total hydraulic production plant-| 
TRANSMISSION PLANT 
Station equipment 
GENERAL PLANT 
Communication equipment. _.. 


Donations in aid of construction— 
Credit......- stich intclsinincesceactatiaditadliteath 





Total general plant............- ‘ | 


Total electric plant in service 


Contributions in aid of construction— | 
Federal ‘ 


Total actual legitimate original | 


Allowed cost 
as of May 
1, 1946! 


(2) 


$25, 914. 94 
59, 640. 86 
423, 032. 31 
55, 515. 94 
45, 199. 06 
5, 037. 32 

1, 961. 32 


616, 301. 75 


Claimed 


(3) 


$9, 887. 
72, 500. 
1, 558. 33 
18, 744. 
8, 045. 


110, 736. 70 


Changes from May 2, 1946 
to December 31, 1957 


Allowed 


(4) 


$9, 887. 56 
72, 500. 86 
1, 558. 33 
18, 744. 45 
8, 045. 50 


110, 736. 70 
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Project No. 1984—California (Mill Creek No. 2 and No. 3), Southern California 


NET CHANGE IN THE ACTUAL LEGITIMATE ORIGINAL COST THE PERIOD FROM MAY 2, 1946, TO DECEMBER 
3 7 


Allowed cost 
as of Dec. 
31, 1957 


(5) 


$25, 914. 94 
69, 528. 42 
495, 533. 17 
57, 074. 27 
63, 943. 51 
13, 082. 82 
1, 961. 32 


727, 038. 45 





42, 518.91 | 


42, 518. 91 





2, 019. 99 
(1, 343. 59) 


5, 293. 93 
2 1, 343. 59 





676. 40 | 


5, 293. 93 | 


6, 637. 52 


7, 313. 92 








659, 497. 06 | 


~~ 116, 030. 63 | 





117, 374. 22 


2 (1, 343. 59) | 


776, 871. 28 








(1, 343. 59) 








659, 497.06 | 116, 030. 63 116, 030. 63 775, 527. 69 








1 Per Commission Order Issued December 4, 1957. 

2 Transfer as of January 1, 1950, from plant account 393 to balance sheet account 265.2 in accordance with 
Commission Order No. 153, dated May 18, 1950. 

( ) Denotes Credit. 
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Project No. 2017—California (Big Creek No. 4), Southern California Edison 
Company, Schedule No. 1g 


NET CHANGE IN THE ACTUAL LEGITIMATE ORIGINAL COST FOR THE*PERIOD FROM 
JULY 1, 1952 TO DECEMBER 31, 1957 


Changes from July 1, 1952 to 
Allowed cost December 31, 1957 Allowed cost 
Account number and title as of June as of Dec. 
30, 1952! | | 31, 1957 
Claimed | Adjust- | Allowed 
| ments 


(1) (3) =| @) (5) 








PRODUCTION PLANT—HYDRAULIC 


Land and land rights | $90, 697.44 | $11, 663.99 |..........| $11, 663. 99 $102, 361. 
Structures and improvements..._| 1, 649, 596. 66 et 5} eee 3, 505. 53 1, 653, 102. 
Reservoirs, dams, and water- | 
WayS.....-.-------.------------]14, 523,001.44 | 20, 262.95 | ($307.64); 19,955.31 | 14, 542, 956. 
Water wheels, turbines, and 
generators. ........ ‘ 3, 113, 073. 09 8, 690. 50 8, 690. 50 3, 121, 763. 
Accessory electric equipment. _-.. 871, 370. 88 (1, 662. 29) (1, 662. 29) 869, 708. 
Miscellaneous power plant equip- 
i mthanti as dks ss a 377, 920.16 | 57, 857. 68 57, 857. 68 435, 777 
Roads, railroads, and bridges---- 82, 578. 77 65. 81 65. 81 82, 644. 58 
Total production plant— 
Hydraulic---- 20, 708, 238. 44 | 100, 384. (307. 64)| 100, 076. 53 | 20, 808, 314. 97 


TRANSMISSION PLANT 


Land and land rights_........_.. 197, 578. 56 34. 67 | 1, 934. 67 
Clearing land and rights-of-way... 231, 710. 77 510. 3 = on 1, 510. 28 
Station equipment 1, 329, 477. 21 5, 324. ae ..| (36, 324. 18) 
Towers and fixtures._............| 1, 748, 633. 28 2, 845. sabehiouon! tae 1, 761, 478. 34 
Overhead conductors and devices_| 1, 960, 889. 42 393. eee 1, 975, 283. 06 
Roads and trails- 171,669.91 | 1,456.10 |__- ae 1, 456. 10 173, 126. 01 





Total transmission plant.._| 5, 639, 959. 15 (4, 184. 43)}_.... (4, 184.43)| 5, 635, 774. 72 





GENERAL PLANT 





Communication equipment... 81, 799. 70 268. 54 268. 54 82, 068. 24 





Total electric plant in | 
ERS eee 126, 429, 997.29 | 96,468.28 | (307. 64)| 96, 160.64 | 26, 526, 157. 93 














1 Per Commission Order Issued June 8, 1956. 
() Denotes Credit. 
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Project No. 2086—California (Lake Thomas A. Edison), Southern California 
Edison Company, Schedule No. 1h 


NET CHANGE IN THE ACTUAL LEGITIMATE ORIGINAL COST FOR THE PERIOD FROM AUGUST I, 1955, TO DECEMBER 
31, 1957 


Account number and title 


(1) 


| 
PRODUCTION PLANT—HYDRAULIC 


Land and land rights 
Structures and improvements. 
Reservoirs, dams, and water- 
eiiietecadtctaedusnseeces 
Miscellaneous power plant equip- 
SE ciehhanacicaaduamamanidee’ 
Roads, railroads, and bridges-. 
Total production plant— 

Hydraulic 


GENERAL PLANT 
Communication equipment...- 


Total general plant 


Allowed cost ! 
as of July 
31, 1955 


$40, 849. 79 | 


6, 541. 80 
8, 457, 798. 91 


1, 179. 36 
14, 057. 87 


8, 520, 427. 73 


Changes from August 1, 1955 to 
December 31, 1957 


Claimed 


(3) 


$4, 580. 69 
175. 07 


444, 737. 26 


Adjust- 
ments 


18.11 |.... 


6, 093. 64 


455, 604. 77 


--| 6,093. 64 


Allowed 


(5) 


$4, 580. 69 
175. 07 


425, 797. 18 
18. 11 


436, 664. 69 


Allowed cost 
as of Dec. 
31, 1957 


$45, 430. 48 
6, 716. 87 


8, 883, 596. 09 
1, 197. 47 
20, 151. 51 


8, 957, 092. 42 





13, 034. 47 


13, 034. 47 


| 


232. 08 
232. 08 





232. 08 
232. 08 


13, 266. 55 
13, 266. 55 


Sa 








Total electric plant in 


8, 533, 462. 20 | 455, 836,85 | (18,940. 08)| 436,896.77 | 8,970, 358.97 








1 Per Commission Order Issued December 4, 1957. 
() Denotes Credit. 


Before Commissioners: William R. Connole, Acting Chairman; Frederick 
Stueck, Arthur Kline and John B. Hussey. 


W. H. COCKE, DOCKET NO. G-—17801 
ORDER ACCEPTING OFFER OF SETTLEMENT 
(Issued January 5, 1960) 


On January 19, 1959, W. H. Cocke (Cocke) tendered for filing Supplement No. 
8 to his FPC Gas Rate Schedule No. 2, proposing an increased rate and charge, 
from 11.4266¢* to 14.3733¢* per Mcf, for his jurisdictional sales of natural gas 
to Texas Eastern Transmission Corporation (Texas Eastern). By order issued 
February 12, 1959, the Commission suspended and deferred the use of said 
Supplement No. 8 until July 19, 1959, in Docket No. G-17801. On September 21, 
1959, Cocke filed a motion requesting rescission of such suspension order. The 
Commission by its order issued December 14, 1959, denied Cocke’s motion to 
rescind in that good cause had not been shown for the rescission of the suspen- 
sion of Cocke’s proposed rate charge. Supplement No. 8 has not been placed in 
effect subject to refund so that the rate of 11.4266¢ per Mfc is still the effective 
rate. 

On December 10, 1959 Cocke tendered an Offer of Settlement pursuant to 
Section 1.18(e) of the Commission’s Rules of Practice and Procedure, which 
offer was agreed to by Texas Eastern. 

In his Offer of Settlement, Cocke states that, in consideration for allowing 
the suspended rate of 14.3733¢ per Mcf in Docket No. G—17801 to be effective 
and for terminating the suspension proceedings in the above docket, Cocke would 


21 Includes 0.5¢ per Mcf dehydration allowance. 
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agree to eliminate from his contract comprising his FPC Gas Rate Schedule 
No. 2, as amended, the favored nation clause and the price-redetermination 
clauses and substitute 0.5¢ per Mcf periodic increases in February 1963, Feb- 
ruary 1968 and February 1973, for the present 0.2¢ per Mcf annual periodic 
escalation. Cocke states further that his Offer will remain outstanding until 
January 12, 1960. There are no interveners, in the subject proceedings. 

In support of his Offer of Settlement, Cocke states that the favored-nation pro- 
vision and the price redetermination provision contained in the above contracts, 
comprising his FPC Gas Rate Schedule No. 2, as amended, were important ele- 
ments required by Cocke for the long-term commitment of his gas reserves to 
the performance of the contract; that these two elements of consideration pro- 
vided Cocke with a means of protecting himself against inflation and increased 
valuation of gas during the more than twenty-year term of these contracts; and 
that these provisions were included in the contracts after arm-length negotiation. 

In our judgment, settlement of this case in accordance with the Offer of Settle- 
ment is desirable in the public interest and appropriate to carry out the provisions 
of the Act. Cocke is proposing to eliminate all favored-nation and price-redeter- 
mination clauses in the contract with Texas Eastern involved herein, to waive 
all his future rights and benefits thereunder and to convert the annual escalation 
now provided in the contract to a fixed 0.5¢ per Mcf escalation in February 1963, 
February 1968 and February 1973. 

The proposed Offer of Settlement would be beneficial to the public and advan- 
tageous to all concerned, by relieving the Commission, the producers, and Texas 
Eastern, as well as customer companies of the time and expense which might be 
necessary to the conduct of formal hearings in such rates cases as might other- 
wise arise under the two clauses. The resulting stability in gas costs would be 
welcome to all segments of the natural-gas industry. Furthermore, freeing the 
Commission and its staff from the need of considering such proposed increases 
would enable us to concentrate our efforts on more important rate cases and 
other matters having possibly more serious consequences for the public and the 
consumer. 

However, we desire to make it clear that acceptance of this Offer of Settle- 
ment shall not be construed as approval of any future increased rates proposed 
by Cocke under the fixed escalation provision or otherwise. 


The Commission finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Cocke with the Com- 
mission on December 10, 1959, and in the Appendices* to this order, is in the 
public interest and appropriate to carry out the provisions of the Natural Gas 


Act and should be approved by the Commission and made effective as herein- 
after ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Cocke on Decem- 
ber 10, 1959, is hereby approved in accordance with the provisions of this order. 

(B) Cocke shall execute with Texas Eastern an amendment to the gas pur- 
chase contract dated March 6, 1953, as amended, filed with the Commission as 
Cocke’s FPC Gas Rate Schedule No. 2, in accordance with Appendix A and B 
attached hereto. 

(C) Cocke shall, within 30 days from the date of issuance of this order, file 
with the Commission as a supplement to the aforesaid FPC Gas Rate Schedule 


*Omitted in printing. 
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No. 2, under Part 154 of the Commission’s Regulations under the Natural Gas 
Act, the executed agreement with Texas Eastern required by paragraph (B) 
above. 

(D) Cocke’s proposed increased rate contained in Supplement No. 8 to its 
aforesaid FPC Gas Rate Schedule No. 2 and suspended by our “order issued 
herein on February 12, 1959, is herewith permitted to become effective on the 
date of this order without obligation to refund. The proceeding in this docket 
is hereby terminated. 

(E) The acceptance of this offer is without prejudice to any findings or deter- 
minations that may be made in any proceedings which are presently being heard 
or in any other proceeding now pending or hereinafter instituted by or against 
Cocke. 

Commissioner Connole dissenting because of lack of finding of justness and 
reasonableness (Amarillo-Borger Express, Inc. v. United States, 138 F. Supp. 411). 


Before Commissioners: William R. Connole, Acting Chairman; Frederick 
Stueck, Arthur Kline and John B. Hussey. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-15068 ; TENNESSEE 
GAS TRANSMISSION COMPANY, DOCKET NOS. G—16987, G—18806 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT OF FACILITIES * 
(Issued January 5, 1960) 


On May 7, 1958, as amended on December 8, 1958, El Paso Natural Gas Com- 
pany (El Paso) filed in Docket No. G—15068 an application pursuant to Sections 
7 (b) and (ec) of the Natural Gas Act for permission to remove, salvage and 
abandon, and for a certificate of public convenience and necessity to construct, 
acquire, modify, and operate certain natural gas facilities in order to purchase, 
acquire, compress, transport and treat natural gas from the East Maljamar 
and Kemnitz Areas in Lea County, New Mexico, all as more fully set forth in 
the application. 

El Paso proposes to abandon a portion of the present line between Phillips’ 
Lee Plant and Applicant’s Monument Plant and to replace it with larger pipe 
to handle the additional amounts of gas proposed to be transported. Part of 
the pipe salvaged from the Lee-Monument line will be used to complete the loop- 
ing of the Monument Hobbs line. By its amendment in Docket No. G—15068, 
El Paso is seeking authority to lease to Phillips a portion of said pipeline for its 
use in the transportation of gas. 

The proposed facilities and their estimated costs are as follows: 


(1) Acquisition of 3,520 horsepower compressor station with appur- 
tenances, from Tennessee Gas Transmission Company, to be 
known as Kemnitz Field Compressor Station $1, 207, 000 
Installation of turbo-charging equipment to increase capacity of 
above Kemnitz Station to 4,480 horsepower 211, 000 
Construction of new 1,650 horsepower East Maljamar Com- 
pressor Station 690, 000 
(4) Construction of new 3,000 horsepower Lee Compressor Station_ 933, 000 
(5) 5.6 miles of 41%4 inch O.D. fuel pipeline from Lee Station 


*Omitted portions of this order relate to the issuance of independent producer 
certificate. 
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) 4.4 miles of 3% inch O.D. fuel pipeline from terminus of (5) 
RUOVG UO RGnnes TOCNITE ea eeanrnn $56, 000 

(7) 6.7 miles of 2% inch O.D. fuel pipeline from terminus of (5) 
GDOve ty Tee weer women cane 66, 000 

(8) 10.0 miles of 12% inch O.D. field pipeline from Kemnitz Sta- 
ee OI nee sce ec eri emmiecmannees 337, 000 

(9) 6.7 miles of 654 inch O.D. pipeline from East Maljamar Sta- 
tion to Jumction with (8S) abeve.....................2.5. 122, 000 

(10) 17.2 miles of 10% inch O.D. pipeline from Lee Plant to Ap 
oe a ee ee ee 499, 000 

(11) 5.4 miles of 854 inch O.D. loop pipeline on line from Ap- 
plicant’s Hobbs Compressor Station to Monument Plant___-- 117, 000 
de | Ed cE Oe SEL, LE Sa SO 13, 000 
Cy UU WON nes scsi coniecrdmncsindanreeepermde cannes etirescsdionah 479, 000 





Ce Sn i hii cnet nian $4, 812, 000 





The total estimated cost of the proposed facilities will be financed from cur- 
rent working funds and/or short term bank loans. 
=e 7 . + s a 7 

On November 17, 1958, Tennessee Gas Transmission Company (Tennessee) 
filed in Docket No. G—16987 an application pursuant to Section 7(c) of the 
Natural Gas Act for a certificate of public convenience and necessity authorizing 
the sale of natural gas in interstate commerce from certain specified leases 
in the West Edison area (Kemnitz-Wolfcamp Pool), Lea County, New Mexico 
to Phillips, and on June 16, 1959, Tennessee filed in Docket No. G—18806 an 
application pursuant to Section 7(c) of the Natural Gas Act for a certificate 
of public convenience and necessity authorizing the sale of natural gas in 
interstate commerce from the State “D” NM 257 Lease in the Kemnitz-Wolfcamp 
area, Lea County, New Mexico to Phillips. 

The aforesaid sales will be made pursuant to a casinghead gas sales contract 
dated November 3, 1958, as amended on April 27, 1959 (Tennessee Gas Trans- 
mission Company Rate Schedule No. F-41). Facilities involved consist of 
customary lease equipment. Proposed deliveries will be made at wellhead. 
The contract term extends to the expiration of the leases. 

Phillips will purchase the gas produced by Tennessee in the subject fleld for 
resale to El Paso which will then transport the gas commingled with its other 
gas supplies for interstate sale. 

On October 3, 1958, temporary authorizations were granted to Phillips in 
Docket No. G—14841 to sell gas from the subject area to El Paso and to El Paso 
in Docket No. G—15068 to construct and operate the facilities required to enable 
it to take such gas. On January 21, 1959, temporary authorization was granted 
to Tennessee to sell gas to Phillips as proposed in Docket No. G—16987, and 
on August 10, 1959, temporary authorization was granted to Tennessee to sell 
gas to Phillips as proposed in Docket No. G—-18806. 

Pursuant to due notice, a public hearing was held in Washington, D.C. 
on December 23, 1959, respecting the matters involved in and the issues pre- 
sented by the applications filed herein. Prior to the consolidation of these 
proceedings Tennessee petitioned to intervene in Docket Nos. G—15068 and G-— 
14841, supporting the El Paso and Phillips projects. No other petition to 
intervene or protest to the granting of the applications has been received. 
Staff counsel moved orally at the hearing that the intermediate decision pro- 
cedure be omitted and the Commission render a decision herein pursuant to 
Section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 
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The Commission finds: 


(1) El Paso Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business in El Paso, Texas, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order of January 11, 1944, in Docket No. G-288 (4 FPC 486). 


- * * * + > I 


(3) Tennessee Gas Transmission Company, a Delaware corporation having 
its principal place of business in Houston, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued February 14, 1947, in Docket No. G—805 (6 FPC 416). 

(4) The facilities proposed to be abandoned by El Paso, as hereinbefore 
described and as more fully described in the application herein as amended and 
supplemented, are used in the transportation and sale of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, and such aban- 
donment is subject to the requirements of Subsection (b) of Section 7 of the 
Natural Gas Act. 

(5) The proposed abandonment of the aforesaid facilities is permitted by the 
public convenience and necessity and permission and approval therefor should be 
granted as hereinafter ordered. 

(6) The facilities proposed to be installed and operated by El Paso, as herein- 
before described and as more fully described in the application herein, as amended 
and supplemented, will be used in the transportation and sale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and the 
installation and operation thereof by El Paso are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(7) The installation and operation of the facilities proposed by El Paso are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (c)(3), (c) (4), and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the issuance of the certificate referred to in paragraph (7) above 
and to the exercise of the rights granted thereunder, and the time within which 
the facilities shall be completed and placed in operation as required by Section 
157.20 (b) should be fixed at three months from the date of this order. 

(9) The sales of natural gas by Phillips and Tennessee, as hereinabove 
described, and as more fully described in the respective applications, will be 
made in interstate commerce, subject to the jurisdiction of the Commission, 
and such sales by Phillips and Tennessee, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor are subject to the requirements of Subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(10) The sales of natural gas by Phillips and Tennessee, together with the 
construction and operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor are required by the public convenience and neces- 
sity and certificates therefor should be issued as hereinafter ordered and con- 
ditioned. 

(11) The respective Applicants, El Paso, Phillips and Tennessee, are able 
and willing properly to do the acts and to perform the services proposed and 
to conform to the provisions of the Natural Gas Act and the requirements, 
rules and regulations of the Commission thereunder. 

(12) A request during the public hearing by staff counsel for omission 
of the intermediate decision procedure under Section 1.30(c) of the Commis- 
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sion’s Rules of Practice and Procedure was unopposed by any party of record 
and, not having been denied’ by the Commission, is granted, pursuant to Section 
1.30(c) (1) of said Rules. 


The Commission orders: 


(A) Permission for and approval of the abandonment of facilities, as here- 
inbefore described and as more fully described in the application, as amended 
and supplemented, in this proceeding, is hereby granted to El Paso Natural 
Gas Company. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing El Paso Natural Gas Company to construct and 
operate the natural gas facilities hereinbefore described, all as more fully 
described in the application as amended and exhibits, as supplemented, in 
this proceeding upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (B) above, and to the exercise of the rights granted thereunder, 
and the time by which the facilities shall be completed and placed in operation 
is hereby fixed at three months from the date hereof. 

(D) Certificates of public convenience and necessity be and the same hereby 
are issued to Phillips Petroleum Company and Tennessee Gas Transmission 
Company upon the terms and conditions of this order authorizing the sales 
by the respective Applicants of natural gas in interstate commerce for resale, 
together with the continued operation of any facilities subject to the jurisdic- 
tion of the Commission used for the sale of natural gas in interstate commerce 
as hereinbefore described, and as more fully described in the respective 
applications and exhibits in this proceeding. 

(E) The certificates granted in paragraph (C) hereof are not transferable 
and shall be effective only so long as Applicants continue the acts or opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act, and the applicable rules, regulations and orders of the Commission. 

(F) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Part 154 of the 
Commission’s Regulations thereunder, requiring the filing of rate schedules 
for the services herein authorized, and is without prejudice to any findings 
or orders which have been or may hereafter be made by the Commission in any 
proceeding now pending or hereafter instituted by or against the respective 
Applicants. Further, our action in this proceeding shall not foreclose nor 
prejudice any future proceedings or objection relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE MANUFACTURERS LIGHT & HEAT COMPANY, DOCKET NO. 
G-19592 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY, 
AND PERMITTING AND APPROVING ABANDONMENT 


(Issued January 5, 1960) 


The Manufacturers Light and Heat Company (Applicant) a Pennsylvania 
eorporation with a principal office in Pittsburgh, Peunsylvania, filed an appli- 
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cation on October 1, 1959, pursuant to Section 7 of the Natural Gas Act, for 
a certificate of public convenience and necessity authorizing it to (1) construct 
and operate 2.6 miles of 12-inch, 0.7 mile of 10-inch and 0.2 mile of 6-inch 
pipelines in the City of Wellsville and Yellow Creek Township, Columbiana 
County, Ohio, and (2) to abandon 4.08 miles of 8-inch, 0.48 mile of 10-inch and 
0.48 mile of 6-inch pipeline in the City of Wellsville and Yellow Creek Township, 
Columbiana County, Ohio, and in Saline Township, Jefferson County, Ohio, 
constituting sections of Applicant’s Line Number 5, all as more fully described 
in the application on file with the Commission. Applicant serves this area 
through its affiliate, the Ohio Valley Gas Company. 

Applicant states that because of the contemplated construction of the New 
Cumberland Dam on the Ohio River by the U.S. Army Corps of Engineers, 
a few miles downstream from Wellsville, Ohio, approximately 13,000 feet of 
its transmission Line Number 5 along the river bank will become submerged 
under water. The sections of Line Number 5 to be affected by the dam extend 
northward about 5 miles from the dam site near Stratton, Ohio, to a point north 
of Wellsville. The length of pipe to be abandoned, including the inundated 
sections, totals 5.04 miles. 

Applicant further states that after consideration of the whole problem, which 
includes not only the inundation but also the need for higher pressures for 
certain industrial customers in the area and the need to avoid congested areas 
of the city, it decided not to relocate portions of Line Number 5, but to abandon 
the affected portions in place and to build the proposed new line on the out- 
skirts of the city. This will permit the area to be served entirely from exist- 
ing lines north of Wellsville and also resolve the pressure and congestion 
problems. 

The estimated peak day and annual requirements of The Ohio Valley Gas 
Company for distribution in the City of Wellsville, Ohio, and Yellow Creek 
Township, Columbiana County, Ohio, are given in the following table: 


Peak day Annual 

(Mef) (Mcf) 
ST ip akc siti aga a a a ee 4, 800 831, 549 
SO i tchiiscchecieipy te calla biel elect dein nace aaa eae 6, 019 1, 227, 320 
aac ashy Bice eon ge aba ac esa aa a ae 6, 124 1, 246, 079 
is cenich cinta eecaiiaca niin lp ese ecticainailph hain cigicg alpiiacaieeme nee e 6, 175 1, 255, 557 


Applicant states the proposed new facilities will enable it to meet these 
requirements. 

Applicant estimates the total cost of the proposed new facilities to be 
$213,000 of which the U.S. Government has agreed to pay $22,800, making the 
net estimated cost of the proposed facilities $190,200; and that the facilities to 
be retired will be abandoned in place because their salvage would be uneco- 
nomical. Cost of retiring is stated to be $500 and credit to fix capital is esti- 
mated at $58,483. 

Applicant proposes to finance the project, together with its other 1959 con- 
struction, by the issuance and sale of stocks and debentures to its parent 
company, The Columbia Gas System. 

Gas supply is not an issue in this proceeding since the volumes of gas in- 
volved should not appreciably affect Applicant’s over-all system reserves. 

Temporary authority to construct and operate the proposed facilities was 
granted on November 16, 1959. 

No one will be deprived of service by the proposed abandonment of facilities. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 17, 1959, respecting the matters involved in, and the issues presented 
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by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and that the Com- 
mission render a decision herein pursuant to Section 1.30(c) (1) of the Com- 
mission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Pennsylvania corporation, having its principal place of busi- 
ness in Pittsburgh, Pennsylvania, is a “natural-gas company” within the mean- 
ing of the Natural Gas Act. as heretofore found by the Commission. 

(2) The facilities proposed to be abandoned, as hereinbefore described and as 
more fully described in the application herein, are used in the transportation and 
sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission and such abandonment is subject to the requirements of Subsection 
(b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by the 
public convenience and necessity and permission and approval therefor should 
be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used in 
the transportation and sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (1), (c) (3), (¢) (4) and (e) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act should 
attach to the issuance of the certificate referred to in paragraph (5) above and 
to the exercise of the rights granted thereunder, and that the time within which 
installation of the facilities authorized by this order should be completed and 
the said facilities placed in actual operation should be fixed at six months from 
the date on which this order issues. 

(8) A request during the public hearing by staff counsel for the omission of its 
intermediate decision procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment of the facilities herein- 
before described, as more fully described in the application and exhibits in this 
proceeding, is hereby granted to Applicant. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, as more fully described in the application and exhibits in this 
proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (b), (c) (1), 
(c) (3), (c) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
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the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (B) hereof and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations is hereby fixed at six (6) months 
from the date on which this order issues. 

(E) Applicant shall advise the Commission of the date of abandonment of 
the facilities within 10 days of the date of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


PAN AMERICAN PETROLEUM CORPORATION (OPERATOR), ET AL., 
DOCKET NO. G-19921 


ORDER DENYING APPLICATION FOR REHEARING 
(Issued January 5, 1960) * 


The Commission, by order issued in the captioned docket on October 23, 1959,’ 
suspended Supplement No. 12 to Pan American Petroleum Corporation (Opera- 
tor), et al.'s (Pan American) FPC Gas Rate Schedule No. 72, insofar as it pro- 
posed to increase rates and charges for the sale of natural gas to Tennessee Gas 
Transmission Company (Tennessee). The aforesaid supplement was tendered 
for filing by Pan American on September 21, 1959, with the statement that the 
increased rate contained therein was to become effective November 1, 1959. 

On November 19, 1959, Pan American filed an application for rehearing of the 
order issued October 23, 1959, and for clarification thereof, requesting that the 
Commission either vacate the aforesaid order and terminate this proceeding or 
clarify the order by stating “the reasons and basis for such order and the exact 
period during which the suspension is applicable”. 

In support of its application for rehearing, Pan American states that it is 
aggrieved by the Commission’s order because, inter alia, “[t]he Commission 
exceeded the authority conferred upon it by the Act in attempting to suspend 
the new schedule after the expiration of the statutory 30 days’ notice * * *.” 
Similar contentions have been advanced to and denied by the Commission. For 
examples, see In the Matters of Sun Oil Company, Docket No. G—9557, et al., 
Order Adopting Initial Decision, issued June 20, 1958, 19 FPC 973: In the Matters 
of H. L. Hunt, Docket No. G—9553, et al., Order Adopting Decision of Presiding 
Oxaminer, issued May 19, 1958, 19 FPC 748; In the Matters of Mid-States Oil 
Corp., Docket No. G—11039, et al., Order Denying Application for Rehearing, 
issued November 5, 1956, 16 FPC 1213; In the Matters of H. J. Chavanne, Trustee, 
et al. and H. J. Chavanne, Trustee, Docket No. G—11196, Order Denying Applica- 
tion for Rehearing, issued December 4, 1956, 16 FPC 1297. 

In the Chavanne case, supra, we reaffirmed our decision in the Midstates case, 
supra, and concluded that (16 FPC at 1299): 


It is our view that the only time limitation applicable to the exercise of 
our authority to suspend under section 4(e) of the Act is that set forth in 
part 2—General policy and interpretations of the rules of practice and pro- 
cedure at sections 2.4 and 2.52, namely. “the Commission cannot suspend a 
rate schedule after its effective date.” It is our further view, based on the 


* Affirmed, Pan American Petroleum Corp. v. F.P.C., 287 F. 2d 469. 
1On November 5, 1959, an errata notice to the above order was issued. 
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clear language of section 4(d) of the Act, that the only effective date for a 
change in rates is the date stated plainly by the filing company as “the time 
when the change or changes will go into effect,” providing such date is not 
less than 30 days after date of filing and provided further that the Com- 
mission does not, “for good cause shown” allow “the change to take effect 
without requiring the 30 days’ notice.” 


Inasmuch as Pan American, in its notice of change, stated that the increased 
rate was to become effective as of November 1, 1959, our order issued prior thereto, 
i.e., October 23, 1959, suspending the aforesaid increased rate, is a valid exercise 
of our authority to suspend under Section 4(e) of the Act. 

Pan American further contends that the Commission was without authority 
to suspend the increased rate herein inasmuch as the suspension order was issued 
subsequent to the effectiveness of the new schedule. Pan American here relies 
on the language contained in paragraph 3 of its notice of change, where it stated 
that “[t]his notice shall be effective 30 days subsequent to the date of filing 
hereof.” However, this language is no more than a reiteration of the 30 days’ 
notice requirement contained in section 4(d) of the Act. It does not, and cannot, 
detract from the Commission’s authority to suspend under Section 4(e) of the 
Act. Moreover, the terms of the contract, as Pan American repeatedly states, 
provided for the rate change to be effective as of November 1, 1959. Thus, the 
notice could not be effective as a rate change prior to that date. As stated above, 
we are only precluded from suspending changes in rates after the rates have 
become effective. Sections 2.4 and 2.52 of the General Policy and Interpretations 
of the Rules of Practice and Procedure. 

Pan American further states that the order of October 23, 1959, is “ambiguous 
and uncertain” inasmuch as the suspension period is not ascertainable from 
the order. Paragraph (D) of the order sets forth, inter alia, that Pan Amer- 
ican’s supplement is “suspended and the use” thereof “is deferred until a date 
five months from the date the favored-nation provision of the * * * rate sched- 
ule becomes activated * * *”, Pan American’s basis for its proposed increased 
rate is the activation of the favored-nation provision of its contract with 
Tennessee. The favored-nation provision is to become operative by virtue of an 
increased redetermined price negotiated between Tennessee and Champlin Oil 
& Refining Company (Champlin), which increased rate was intended, by con- 
tract, to become effective November 1, 1959, for sales of gas to Tennessee 
under Champlin’s FPC Gas Rate Schedule No. 18. 

On September 14, 1959, Champlin filed a notice of change to reflect the so- 
redetermined price to Tennessee, which, as noted, was proposed to be made 
effective as of November 1, 1959. By order issued October 8, 1959, in Docket 
No. G—19605, the proposed change in rate, which is designated as Supplement 
No. 2 to Champlin’s FPC Gas Rate Schedule No. 18, was, among other things, 
suspended until April 1, 1960, and until such further time thereafter as it 
might be made effective in accordance with the provisions of Section 4 of the 
Natural Gas Act. 

In these circumstances, two things are apparent. First, if the Commission 
had not exercised the authority granted to it under Section 4(e) of the statute, 
(a) the redetermined price increase for sales by Champlin to Tennessee would 
have been effective as of November 1, 1959; and (b) the favored-nation provi- 
sion of the contract for sales by Pan American to Tennessee would have per- 
mitted Pan American to demand and collect an identical rate as of the same 
date, November 1, 1959. However, by appropriate exercise of its statutory au- 
thority, the Commission postponed the effective date of the increased rate for 
sales by Champlin to Tennessee to April 1, 1960, at least. Champlin’s increased 
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rates for these sales to Tennessee can be made effective on that date—but only if 
Champlin exercises the privileges accorded by the statute to make it so effective, 
otherwise it shall continue in suspension. 

The Natural Gas Act gives Pan American no greater privileges—or rights— 
than are accorded to it by its contract with Tennessee. That is to say, the 
fact of agency regulation does not permit Pan American to make effective at 
an earlier date than permitted by contract a favored-nation increase which is 
based upon a third-party re-determined sales price which has been suspended, 
by appropriate regulatory authority, to a later date. 

To state the fact in another way, since Pan American’s increased rate can- 
not—by contract, or otherwise—be effective prior to the date the increased rate 
of Champlin to Tennessee becomes effective, and the latter has been suspended 
to April 1, 1960, at least, the increased rate of Pan American could not be 
made legally effective prior to that date, if then. 

The statute—and our aforementioned order of October 8, 1959, in Docket No. 
G-19605—of course, accord Champlin the right, subject to certain possible 
conditions to make effective as of April 1, 1960, its proposed increased rate for 
sales to Tennessee. Whether Champlin will exercise its privilege of making— 
by appropriate motion—the rates effective as of that date is a matter of con- 
jecture. We know, from frequent past experiences, that natural-gas companies 
sometimes fail to exercise the rights accorded by the statute to make rates 
effective at the end of the fixed period of suspension. 

Since we could not ascertain if, in fact, Champlin’s rates to Tennessee will 
become effective April 1, 1960, we were unable to set a definite date for the 
termination of the suspension period in this proceeding involving Pan American. 
However, our order is sufficiently clear that Pan American’s increased rates are 
suspended for five months from the actual date of the triggering of the favored- 
nation provision contained in Pan American’s contract with Tennessee, whether 
it be April 1, 1960 or some later date controlled by the action of Champlin 
in the proceeding in Docket No. G—19605. No more is required under the Act 
nor does Pan American have any greater rights under its contract with 
Tennessee. 

Inasmuch as the order issued October 23, 1959, was issued prior to the effec- 
tiveness of the increased rates set forth in the notice of change and was neither 
vague, ambiguous, nor uncertain, Pan American was not “aggrieved” by our 
order of October 23, 1959. 

Pan American next contends that the subject order was “based upon erron- 
eous conclusions as to the basis for Pan American’s notice.” The first alleged 
error contained in the order is our statement that Pan American, in its notice 
of change, did not cite the specific rate that “triggered” its proposed increase. 
Pan American did cite the rate that allegedly “triggered” the favored-nation 
provision. We inadvertently omitted mention of this fact. However, we took 
cognizance of this fact in arriving at our decision to suspend the proposed 
increased rate. Therefore, Pan American was not “prejudiced” thereby. Admin- 
istrative Procedure Act, Section 10(e), 5 U.S.C.A. Section 1009(e). See Sun Oil 
Company v. F.P.C., 256 F. 2d 233, cert. denied 358 U.S. 872. 

Pan American further contends that the order here under review is in error 
because the Commission “erroneously assumed that the only basis upon which 
Pan American is entitled to the increase * * * is the operation of the favored- 
nations provision * * *.” In an attempt to bolster its argument here, Pan 
American refers to a “letter agreement, dated June 2, 1959,” between it and the 
purchaser. However, this letter agreement was submitted as an exhibit to Pan 
American’s supplement and reflects the justification for the establishment of 
a higher rate in the area under the favored-nations provision. In fact, Pan 
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American did not rely on this letter agreement as a basis for its proposed in- 
creased rate. The sole basis, cited by Pan American for its proposed increased 
rate, was the activation of the favored-nation provision of its contract with 
Tennessee. This was all the Commission had before it, when it suspended the 
subject rate, and, therefore, could not consider the letter agreement as a sepa- 
rate basis for the proposed increased rate. In any event, the Commission ob- 
viously cannot act upon alternate proposals, such as the favored-nation provision 
and the letter agreement, when each would provide a different effective date. 

Further, the basic contract between Pan American and Tennessee, dated 
February 21, 1947, provides that a redetermination of the rate would not be 
made until June 1, 1962. Therefore, the aforesaid letter agreement is in direct 
conflict with this provision of the basic contract and, if Pan American intended 
to rely on this letter agreement, its filing would have been subject to rejection 
in that it did not set forth the “reasons, nature, and basis for the proposed 
change” (Section 154.94(e) of the Commission’s Regulations Under the Natural 
Gas Act). If Pan American is now claiming another basis for its proposed 
increased rate, i.e., the aforesaid letter agreement, it should withdraw its orig- 
inal filing and submit another proposed change in rate based upon this letter 
agreement, with an explanation eliminating the discrepancy between the afore- 
said letter agreement and the terms of the original contract. 

Pan American also alleges that our third “error” was misconstruing its “notice” 
for a “proposed” increased rate. There is no argument, nor can there be, that 
the rates set forth in Pan American’s notice of change are higher than the 
rates being charged under the aforementioned rate schedule. Pan American’s 
attempt to label this merely as a “notice” required by the Act and not as a 
“proposal” for an increased rate cannot divest us of the authority given to us 
by Section 4(e) to suspend “increased rates”, which is the effect of Pan Ameri- 
can’s “notice” regardless of its label. 

Pan American next contends that the order here under review “is an unlawful 
suspension of an effective rate schedule’. In support of this contention, Pan 
American argues, inter alia, that its notice of change was not a “proposed in- 
crease” because it occurred as the “result of a bilateral agreement” between it 
and Tennessee and, therefore, under the decision of the Supreme Court in 
United Gas Pipe Line Co. vy. Mobile Gas Service Corp., 350 U.S. 332, the Com- 
mission was without authority to suspend its new schedule. A similar contention 
was advanced to this Commission by Forest Oil, In the Matter of Forest Oil 
Corporation, Docket No. G-5510, 17 FPC 586. In that case, we stated (17 FPC at 
619): 

* * * there is nothing in United Gas Co. v. Mobile Gas Corp., 350 U.S. 
332, and F.P.C. v. Sierra Pacific Power Co., 350 U.S. 348, which prohibits 
our reviewing these increased rates under Section 4 of the Act. Unlike 
the situation in the Mobile and Sierra Pacific cases, the change was agreed 
upon by both parties and, therefore, is subject to our review under section 
4 * * + 

The language is directly applicable to the instant proceeding and is dispositive 
of Pan American’s contention herein. See, also, In the Matters of Sun Oil Co., 
et al., Docket No. G—8288, et al., 17 F.P.C. 174; H. L. Hunt case, supra; Sun Oil 
Co. case, Docket No. G—9557, et al., supra. 

On the basis of the foregoing we find that Pan American’s contentions are 
without basis in fact or law, and that its application for rehearing should be 
denied. 


The Commission orders: 


Pan American’s application for rehearing filed November 19, 1959, in this 
proceeding, is hereby denied. 
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Before Commissioners: William R. Connole, Acting Chairman; Frederick 
Stueck, Arthur Kline and John B. Hussey. 


CARTER-JONES DRILLING COMPANY (OPERATOR), ET AL., DOCKET 
NOS. G-18953, G-20215 ; CARTER-JONES DRILLING COMPANY, INC. (OP- 
ERATOR), ET AL., DOCKET NOS. G-11359, G-13196, G-13286, G-19001, G- 
19152, G-20215 

ORDER ACCEPTING OFFER OF SETTLEMENT 


(Issued January 6, 1960) 


On December 7, 1959, Carter-Jones Drilling Company (Operator), et al. (The 
Partnership) and Carter-Jones Drilling Company, Inc. (Operator), et al. (The 
Corporation) submitted an Offer of Settlement pursuant to Section 1.18(e) of 
the Commission’s Rules of Practice and Procedure in the rate suspension pro- 
ceedings in the seven above-entitled docket numbers. The rate schedules involved 
are for the sales of gas to Texas Hastern Transmission Corporation (Texas 
Eastern) from fields in Rusk, Gregg, Harrison and Panola Counties, Texas and 
DeSoto Parish, Louisiana. 

The suspended rate changes which are the subject of this Offer of Settlement 
are as follows: 





| | 














Rate | Supp. | | Docket | Suspended 
Schedule No County, State No rates (14.65 
} | | psia) 
|---| wourhd aw 
Partnership | | : : 
3 Z| BERR Oe Crees Cae TOR inn onic ececstctimennnses ; G-18953 | 14.6 
9 | 3 | DeSoto Parish, Louisiana-.........- ----| G-20215 t 15. 8007 
Corporation | 
1 22°) Hervieom Co.; Temes... 2.01 5ii es. ASIA ded ee 13. 5005 
1 | Oa I i | GQ-13196 14.2 
1 5 | Harrison Co., Texas__..- = ----| G-19001 14.6 
3 2 | Rusk and Panola Cos., Texas.....................-..---] G@-20215 14.6 
4 41 | Harrison Co., Texas_.... ’ oe | G-13286 | 314.2 
a 4 | Harrison Co., Tex hu ila eid | G-19152 | 314.6 
6 12 | Rusk and Gregg Cos., Texas..........-- F G-19001 | 14.6 
11 | 3 | Harrison Co. Texas_-..- G-20215 | 14.6 


1 Base rate of 14.0507¢ plus Louisiana severance tax reimbursement of 1.75¢ per Mef at 15.025 psia. 

2 Supplement Nos. 2 and 3 to Carter-Jones Drilling Company, Inc. (Operator), et al.'s FPC Gas Rate 
Schedule No. 1 is superseded by Supplement No. 5 to Carter-Jones Drilling Company, Inc. (Operator), 
et al.’s FPC Gas Rate Schedule No. 1. 

3 The buyer deducts 0.5¢ per Mef from these prices for line amortization 

4 Supplement No. 1 to Carter-Jones Drilling Company, Inc. (Operator), et al.’s FPC Gas Rate Schedule 
No. 4 is superseded by Supplement No. 4 to Carter-Jones Drilling, Inc. (Operator), et al.’s FPC Gas Rate 
Schedule No. 4. 


The Offer of Settlement states that in return for permitting the now sus- 
pended rate of 14.6 cents per Mcf under Supplement No. 7 to Carter Drilling 
Company (Operator), e¢ ail.’s FPC Gas Rate Schedule No. 3, and Supplement 
Nos. 5, 2, 4, 12 and 3 to Carter-Jones Drilling, Inc. (Operator), et al.’s FPC 
Gas Rate Schedules No. 1, 3, 4, 6 and 11, respectively, involving sales of natural 
gas from Texas, and the suspended rate of 15.8007 cents per Mef (including 
1.75 cents per Mcf severance reimbursement) for the sale of natural gas from 
Louisiana under Supplement No. 3 to Carter-Jones Drilling Company (Opera- 
tor), et al.’s FPC Gas Rate Schedule No. 9, to be effective unconditionally, 
Carter-Jones Drilling Company (Operator), et al., and Carter-Jones Drilling 
Company, Inc. (Operator), et al., would agree to eliminate from the contracts 
involved herein the favored-nation provision and a related clause which pro- 
vides for non-payment of any increase which may be disallowed by the Com- 
mission in the buyer’s cost of service. The subject contracts contain no 
provision for price redetermination. In addition, Carter-Jones Drilling Com- 
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pany (Operator), et al., and Carter-Jones Drilling Company, Inc. (Operator), 
et al., will substitute periodic escalations of 1.0 cents per Mcf at 14.65 psia and 
1.025 cents per Mcf at 15.025 psia in November 1963, November 1968, and Novem- 
ber 1973 for the present 0.2 and 0.2051 cents per Mcf annual escalations under the 
contracts. Carter-Jones Drilling Company (Operator), et al., and Carter-Jones 
Drilling Company, Inc. (Operator), et al., also request that the proceedings in 
all previous suspension dockets under the subject rate schedules be terminated 
and dismissed. 

Only one of the suspended rates has been placed in effect subject to refund. 
Supplement No. 2 to Carter-Jones Drilling Company, Inc. (Operator) et al.’s 
FPC Gas Rate Schedule No. 1 which was suspended in Docket No. G-11359 
was permitted to become effective subject to refund on April 1, 1957; however, 
Carter-Jones Drilling Company, Inc. (Operator), et al., state in the Offer of 
Settlement that the increased rate has not been collected. There are no 
intervenors in the subject suspension proceedings. 

If the Offer of Settlement is accepted Carter-Jones Drilling Company (Opera- 
tor), et al., and Carter-Jones Drilling, Inc. (Operator), et al., will execute 
and file amendments to give effect to the terms of the said offer. Such amend- 
ments would be filed as supplements to the respective rate schedules. The 
Offer of Settlement will remain outstanding until January 7, 1960. Texas East- 
ern has concurred in the Offer of Settlement and has agreed to make the 
provided-for contract changes or amendments. 

In support of the Offer of Settlement, Carter-Jones Drilling Company (Opera- 
tor), et al., and Carter-Jones Drilling Company, Inc. (Operator), et al., state 
that the favored-nation provisions of the contracts were important elements 
of consideration required by the sellers for the long term commitment of 
their gas reserves and that these provisions provided the sellers with a means 
of protection against inflation and the increased valuation of gas during the 
20-year term of the contracts and were included in the contracts after arm’s 
length negotiations. Carter-Jones Drilling Company (Operator), et al., and 
Carter-Jones Drilling Company, Inc. (Operator), et al., also state that the pro- 
posed rates of 14.6 cents per Mcf and 14.0507 cents per Mcf plus 1.75 cents 
per Mcf Louisiana severance reimbursement are fair and reasonable and are 
below recently negotiated contract prices for gas produced in the same area. 

In our judgment, settlement of these cases in accordance with the Offer of 
Settlement is desirable in the public interest and appropriate to carry out 
the provisions of the Natural Gas Act. Carter-Jones Drilling Company (Opera- 
tor), et al., and Carter-Jones Drilling Company, Inc. (Operator), et al., are 
proposing to delete all favored-nation clauses in their contracts with Texas 
Eastern involved herein, to waive all their future rights and benefits thereunder 
and to convert the annual escalations to a fixed 1.0 cents per Mcf at 14.65 psia 
and 1.025 cents per Mcf at 15.025 psia escalation in November 1963, November 
1968 and November 1973. 

The proposed Offer of Settlement would be beneficial to the public and advan- 
tageous to all concerned, by relieving the Commission, the producers, and 
Texas Eastern, as well as customer companies, of the time and expense which 
might be necessary to the conduct of formal hearings in such rate cases as 
might otherwise arise under such provisions. The resulting stability in gas 
costs would be welcome to all segments of the natural gas industry. Further- 
more, freeing the Commission and its staff from the need of considering such 
proposed increases would enable us to concentrate our efforts on more impor- 
tant rate cases and other matters having possibly more serious consequences for 
the public and the consumer. 
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However, we desire to make it clear that acceptance of this Offer of Settle- 
ment shall not be construed as approval of any future increased rates proposed 
by Carter-Jones Drilling Company (Operator), et al., or Carter-Jones Drilling 


Company, Inc. (Operator), et al., under the fixed escalation provision or 
otherwise. 


The Commission finds: 


The proposed settlement of these rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Carter-Jones 
Drilling Company (Operator), et al., and Carter-Jones Drilling Company, Inc. 
(Operator), et al., with the Commission on December 7, 1959, and in the Appen- 
dices* to this order, is in the public interest and appropriate to carry out the 
provisions of the Natural Gas Act and should be approved by the Commission 
and made effective as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Carter-Jones 
Drilling Company (Operator), et al., and Carter-Jones Drilling Company, Inc. 
(Operator), et al., on December 7, 1959, is hereby approved in accordance with 
the provisions of this order. 

(B) Carter-Jones Drilling Company (Operator), et al., and Carter-Jones 
Drilling Company, Inc. (Operator), et al., shall execute with Texas Eastern, 
in accordance with the Appendices attached hereto, amendments to their Gas 
Purchase Contracts filed with the Commission as Carter-Jones Drilling Com- 
pany (Operator), et al.’s FPC Gas Rate Schedule Nos. 3 and 9 and Carter-Jones 
Drilling Company, Inc. (Operator), et al.’s FPC Gas Rate Schedule Nos. 1, 
3, 4, 6 and 11. 

(C) Within 30 days from the issuance of this order, Carter-Jones Drilling 
Company (Operator), et al., shall file with the Commission as supplements to its 
FPC Gas Rate Schedule Nos. 3 and 9, and Carter-Jones Drilling Company, Inc. 
(Operator), et al., shall file with the Commission as supplements to its FPC Gas 
Rate Schedule Nos. 1, 3, 4, 6 and 11, under Part 154 of the Commission’s Regula- 
tions under the Natural Gas Act, the executed agreements with Texas Eastern 
required by paragraph (B) above. 

(D) The proposed increased rates contained in Supplement Nos. 7 and 3 to 
Carter-Jones Drilling Company (Operator), et al., FPC Gas Rate Schedule Nos. 
3 and 9, respectively, and Supplement Nos. 5, 2, 4, 12, and 3 to Carter-Jones 
Drilling Company, Inc. (Operator), et al’s FPC Gas Rate Schedule Nos. 1, 3, 
4, 6 and 11, respectively, are herewith permitted to become effective on the date 
of this order: the proceedings in Docket Nos. G—18953, G—20215, G—11359, G-— 
13196, G—19001, G—19152, and G—13286 are hereby terminated: and Carter-Jones 
Drilling Company, Inc. (Operator), et al., is discharged from the obligation to 
make refunds of excess charges in the proceeding in Docket No. G—11359; Pro- 
vided, however, that Carter-Drilling Company (Operator), et al., and Carter- 
Drilling, Inc. (Operator), et al., make satisfactory filings in accordance with 
paragraph (C) above. 

(E) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by this Commission in any proceedings now pending 
or hereafter instituted by or against Carter-Jones Drilling Company (Operator), 
et al., and Carter-Jones Drilling Company, Inc. (Operator), et al. 


*Omitted in printing. 
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Acting Chairman Connole dissenting because of lack of finding of justness and 
reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. Supp. 
411) 


Before Commissioner: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


HONOLULU OIL CORPORATION, DOCKET NO. G-14757 
ORDER CONTINUING PROPOSED RATE IN EFFECT AND TERMINATING PROCEEDING 
(Issued January 6, 1960) 


On March 7, 1958 Honolulu Oil Corporation tendered for filing a proposed 
change in rate from 10¢ to 11¢ per Mcf for the jurisdictional sale of natural gas 
to El Paso Natural Gas Company from the North Pembrook Field, Reagan 
County, Texas. The filing was designated Supplement No. 5 to Honolulu’s FPC 
Gas Rate Schedule No. 4; it was suspended by order issued April 4, 1958 and was 
made effective subject to refund on September 10, 1958. On September 30, 1959 
Honolulu petitioned for vacation of the suspension, termination of the proceed- 
ing, discharge of the obligation to refund, and an effective date of April 7, 1958 
for Supplement No. 5. 

In support of its petition Honolulu states that similar rates under like con- 
tracts in the same area have been accepted without suspension and that a similar 
suspension has been terminated. Neither El Paso Natural Gas Company, the 
only intervener in this proceeding, nor any other person has protested the 
petition. 

Upon consideration of the matters presented by Honolulu in support of its 
petition to terminate and consistent with our action without suspension of com- 
parable rates of producers, under similar circumstances, it appears that the rate 
set forth in the afore-mentioned supplement should be continued in effect with- 
out obligation to refund and that Honolulu should be discharged from the obliga- 
tion to refund excess charges. 


The Commission finds: 


(1) Good cause exists for permitting Honolulu’s afore-mentioned supplement 
to continue in effect without obligation to refund, and for discharging Honolulu 
from the obligation to refund excess charges. 

(2) This proceeding should be terminated. 

The Convmission orders: 

(A) The rate and charge set forth in Supplement No. 5 to Honolulu’s FPC 
Gas Rate Schedule Né. 4, is hereby continued in effect without obligation to 
refund, and Honolulu is hereby discharged from the obligation to refund excess 
charges under said supplement. 

(B) The proceeding in Docket No. G—14757 is hereby terminated. 

(C) This order shall not be construed as constituting approval of any rate, 
charge, classification, or any rule, regulation or practice affecting them; nor 
shall this order be deemed as recognition of any claimed contractual right or 
obligation affecting or relating to such service, rate, charge, or classification. 

(D) This order is without prejudice to any findings or orders which have 
been or may be made by the Commission in any proceeding now pending or 
hereafter instituted by or against Honolulu Oil Corporation. 

Commissioner Connole dissenting because of lack of finding of justness and 
reasonableness. (Amarillo Borger Express, Inc. v. United States, 138 F. Supp. 
411) 
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Before Commissioners: William R. Connole, Acting Chairman; Frederick 
Stueck, Arthur Kline and John B. Hussey. 


IDAHO POWER COMPANY, PROJECT NO. 503 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued January 6, 1960) 


Idaho Power Company, Licensee for Project No. 503 (Swan Falls), from time 
to time filed statements, pursuant to Section 4.1 of the Commission's Regu- 
lations under the Federal Power Act claiming for the period from January 1, 
1938 through December 31, 1958, project additions and retirements resulting 
in a net increase in project cost f 





r that period of $162,891.43 over previously 
determined amount of actual legitimate original cost of the project of 
$1,595.801.61 as of December 31, 19377 and a resulting total claimed actual 
legitimate original cost of the project as of December 31, 1958 of $1,758,693.04.* 
The claimed net increase of $162,891.45 results from claimed and recorded 


project additions, retirements, and adjustment totaling $219,738 






39, $59,430.93 
and $2,586.01, respectively, and is more specifically shown in the attached 
schedule. 

The Commission’s staff made an examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of 
the claimed amounts. As the result of this examination, the staff proposes 
no adjustments to the claimed and recorded costs. 

The Idaho Publie Utilities Commission was advised by letter of this Com- 
mission dated October 12, 1959 of the proposed adjustment, accounting dispo- 
sitions and resulting project costs as recommended by the Commission’s staff 
and proposed by the Licensee as set forth above. By letter of October 28, 1959 
the Idaho Public Utilities Commission advised this Commission that it had no 
objection to the staff’s recommendations. 


The Commission finds: 


(1) The staff proposes no adjustments to the claimed and recorded costs, 
and the Idaho Public Utilities Commission’s letter of October 28, 1959 obviate 
the necessity for notice and opportunity to protest provided in Sections 4.4 
and 4.5 of Commission’s Regulations under the Federal Power Act. 

(2) The foregoing adjustment is reasonable and appropriate for the purposes 
of the Federal Power Act, and should be approved and directed as hereinafter 
provided. 

(3) The net increase or change in the actual legitimate original cost of 
Project No. 503 (Swan Falls), from January 1, 1938 through December 31, 
1958, is $162,891.43 over the previously determined actual legitimate original 
eost of the project of $1,595,801.61 as of December 31, 1937. The resulting 
actual legitimate original cost of the project as of December 31, 1958 is 
$1,758,693.04. 


1The project is located on the Snake River in the vicinity of Boise, Idaho, in the coun- 
ties of Ada and Owyhee, Idaho. The license (issued pursuant to Section 4(d) of the 
Federal Water Power Act), authorizing the construction, maintenance and operation of 
the project, is by its terms effective for a period commencing January 1, 1928 and termi- 
nating June 30, 1970. 

2 See Commission order issued July 23, 1948, 7 FPC 795. 

8 Article 16 of the license provides for Commission determination of the actual legiti- 
mate original cost of the project and of additions and betterments thereto. 

*This amount is allowed to provide for the cost of a backwater survey recorded in 1916 
and 1917 on the company’s books but inadvertently omitted from Licensee’s claimed 
project cost prior to 1948. 
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The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this 
order. 

(B) The proposed adjustment as agreed to by the staff and Licensee is 
approved and shall be made by Licensee. 

(C) Licensee to the extent that it has not already done so, shall establish 
and maintain control and detail project plant accounts, showing a debit amount 
of $162,891.43 as the net change in the actual legitimate original cost of the 
project during the period from January 1, 1938, to December 31, 1958, and the 
amount of $1,758,693.04 as the actual legitimate original cost of the project 
as of December 31, 1958, all classified by the prescribed accounts as shown in 
the attached schedule. 


Net change in the actual legitimate original cost for the period from January 1, 
1938, through December 31, 1958 


Claimed and 


Account number and title 


Cost deter- 
mined as of 
December 31, 


allowed net 
change from 
January 1, 1938 


Cost deter- 
mined as of 
December 31, 


1937 ! through 


December 31, 


1958 


HYDRAULIC PRODUCTION PLANT 


Land and land rights 

Structures and improvements_-. 

Reservoirs, dams and waterways. keen 
Water wheels, turbines and generators... _— 
Accessory electric equipment. 

Miscellaneous power plant equipment. 

Roads, railroads and bridges 


$11, 195. 14 
175, 221. 57 
644, 763. 31 
525, 792. 17 
93, 791. 96 
7, 874. 95 
17, 792. 34 


$15, 447. 98 
224, 462. 80 
709, 105. 42 
553, 589. 54 
113, 785. 25 

11, 496. 42 

17, 816. 36- 


272.33 


Total hydraulic production plant. --..---. 


1, 476, 431. 44 


169, 2 


TRANSMISSION PLANT 





343 Station equipment 118, 731. 95 (6, 870. 25) 111, 861. 70 


GENERAL PLANT 
378 
100. 1 


Communication equipment 489. 35 | 


162, 891. 43 | 








Total electric plant in service..............| 1, 595, 801. 61 





1 Per Commission Order Issued July 23, 1948. 
() Denotes Credit. 


Before Commissioners: William R. Connole, Acting Chairman; Frederick 
Stueck, Arthur Kline and John B. Hussey. 


IDAHO POWER COMPANY, PROJECT NO. 18 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued January 7, 1960) 


Idaho Power Company, Licensee for Project No. 18 (Twin Falls) ,* from time 
to time filed statements, pursuant to Section 4.1 of the Commission’s Regula- 


2 The project is located on the Snake River in the vicinity of Jerome and Twin Falls, 
Idaho, in the counties of Jerome and Twin Falls, Idaho. The license (issued pursuant to 
Section 4(d) of the Federal Water Power Act), authorizing the construction, maintenance 


and operation of the project, is by its very terms effective for a period of 50 years com- 
mencing June 11, 1934. 
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tions under the Federal Power Act, claiming for the period from January 1, 
1939 through December 31, 1958, project additions and retirements resulting 
in a net increase in project cost for that period of $38,133.77 over previously 
determined amount of actual legitimate original cost of the project of $897,358.12 
as of December 31, 1938? and a resulting total claimed actual legitimate original 
cost of the project as of December 31, 1958 of $935,491.89.2 The claimed net 
increase of $38,133.77 results from claimed and recorded project additions and 
retirements totaling $40,414.23 and $2,280.46, respectively, and is more spe- 
cifically shown in the attached schedule. 

The Commission’s staff made an examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed amounts. As the result of this examination, the staff proposes no 
adjustments to the claimed and recorded costs. 

The Idaho Public Utilities Commission was advised by letter of this Com- 
mission dated October 12, 1959 of the proposed accounting dispositions and 
resulting projeet costs as recommended by the Commission’s staff and proposed 
by the Licensee as set forth above. By letter of October 28, 1959 the Idaho 
Public Utilities Commission advised this Commission that it had no objection 
to the staff’s recommendations. 


Net change in the actual legitimate original cost for the period from January 1, 
1939, through December 31, 1958 














































| | 
Claimed and 
Cost deter- allowed net Cost deter- 
| minedasof | change from mined as of 
Account number and title December 31, | January 1, 1939 | December 31, 
1938 ! through | 1958 
December 31, 
1958 | 
HYDRAULIC PRODUCTION PLANT 

320 i ibiitiiastntnndsancenendonvoss $19, 204. 72 $256. 83 $19, 461. 55 
321 Structures and improvements..........-...- 268, 874. 12 24, 586. 74 293. 460. 86 
322 Reservoirs, dams and waterways..---- 286, 678. 66 1, 403. 66 288, 082. 32 
323 Water wheels, turbines and generators 204, 542.93 | 195. 46 204, 738. 39 
324 Accessory electric equipment..__-.....- 24, 273. 21 | 5, 682. 00 29, 955. 21 
325 Miscellaneous power plant equipment. seed 1, 301. 09 5, 565. 23 6, 866 32 
326 Roads, railroads and bridges. ..............-..-- | 22, 930. 55 12. 68 22, 943. 23 
Total hydraulic production plant--......-- 827, 805, 28 37, 702. 60 865, 507. 88 

TRANSMISSION PLANT } 
340 Po a en a GEG Dresacteuic nue 58. 33 
342 Structures and improvements.................-- Di dnvctedihe den Sinead 2, 502. 83 2, 502. 83 
343 Ba ok cntacenahnunusncesonce 56, 750. 99 (2, 393. 23) 54, 357. 76 
345 Poles and fixtures... pula iepiedasaecaetione ean GE Eecedescns ; 5, 353. 96 
346 | Overhead conductors and devices -_.............. 6, 195. 06 236. 73 6, 431. 79 
Total transmission plant--............-- ‘i 68, 358. 34 346. 33 68, 704. 67 

GENERAL PLANT 

378 | Communication equipment -_---_- ntepaeleak anal | 1, 194. 50 84. 84 1, 279. 34 
100. 1 | Total electric plant in service..............| 897,358. 12 38, 133.77 935, 491. 89 








1Per Commission Order Issued February 25, 1948. 
( ) Denotes Credit. 


The Commission finds: 


(1) The staff proposes no adjustments to the claimed and recorded costs, 
and the Idaho Public Utilities Commission’s letter of October 28, 1959 obviate 


2 See Commission order issued February 25, 1948, 7 FPC 389. 
* Article 22 of the license provides for Commission determination of the actual legiti- 
mate original cost of the project and of additions and betterments thereto. 
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the necessity for notice and opportunity to protest provided in Sections 4.4 
and 4.5 of Commission’s Regulations under the Federal Power Act. 

(2) The net increase or change in the actual legitimate original cost of 
Project No. 18 (Twin Falls), from January 1, 1939 through December 31, 
1958, is $38,133.77 over the previously determined actual legitimate cost of the 
project of $897,358.12 as of December 31, 1938. The resulting actual legitimate 
original cost of the project as of December 31, 1958 is $935,491.89. 

The Commission orders: 

(A) The provision of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) Licensee to the extent that it has not already done so, shall establish 
and maintain control and detailed project plant accounts, showing a net debit 
amount of $38,133.77 as the net change in the actual legitimate original cest 
of the project during the period from January 1, 1939, to December 31, 1958, 
and the amount of $935,491.89 as the actual legitimate original cost of the 
project as of December 31, 1958, all classified by the prescribed accounts as 
shown in the attached schedule. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
William R. Connole, Arthur Kline and John B. Hussey. 


IOWA PUBLIC SERVICE COMPANY, DOCKET NO. E-6913 
ORDER AUTHORIZING ISSUANCE OF SECURITIES 
(Issued January 7, 1960) 


lowa Public Service Company (Applicant), a corporation organized under 
the laws of the State of Iowa and doing business in the States of Iowa, South 
Dakota and Nebraska with its principal business office at Sioux City, Iowa, filed 
an application on November 20, 1959 for authorization pursuant to Section 2 
of the Federal Power Act to issue, on February 10, 1960, 149,867 shares of Com- 
mon Stock, par value $5.00 per share, as a stock dividend to present 
stockholders, 

Applicant proposes to increase the number of outstanding shares of its Com- 
mon Stock, par value $5.00, from 2,997,356 to 3,147,223, an increase of 149,867 
shares, and to issue such additional shares to its stockholders as a stock 
dividend at the rate of one new share for each twenty shares held on the record 
date, January 8, 1960. No fractional shares or script will be issued. Holders 
of fractional-share interests will be given the right for a specified period to 
purchase the additional fractions required to make up full shares or to sell the 
fractions to which they are entitled through an agency to be established to buy 
and sell such fractions for the account and risk of the holders thereof pursuant 
to their instructions. The Company proposes to pay all charges such as 
transfer taxes, commissions and other service charges in connection with the 
settlement of fractional-share interests. The Applicant states that the stock 
distribution plan was approved at a meeting of its Board of Directors held on 


October 27, 1959. 
In connection with the issuance of said Common Stock, Applicant proposes to 
transfer from Earned Surplus an amount equal to said 149,687 shares taken 
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at $18 per share, which Applicant states to be the fair value of said shares and 
the approximate market value thereof at the date of the declaration for said 
dividend; viz., an aggregate of $2,697,606, and of such amount to credit an 
amount equal to the par value of such 149,687 shares of Common Stock ($5.00 
per share) to Common Capital Stock and to credit the balance thereof ($13.00 
per share) to Premiums and Assessments on Capital Stock as representing 
amounts paid in, in excess of par value of Common Stock. Applicant states 
that it is in the best interests of the Company, its customers and its stockholders 
for such part of the Earned Surplus to be thus permanently employed in the 
business. 

Written notice of the application has been given to the Iowa State Commerce 
Commission and to the Governors of Iowa, Nebraska and South Dakota. Notice 
of the application was also published in the Federal Register (24 F.R. 9798) on 
December 5, 1959, stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 
before December 23, 1959. No protest or request to be heard in opposition to the 
granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore determined and set out in the Commission’s order issued February 
20, 1958, In the matter of Iowa Public Service Company, Docket No. E-6799. 

(2) The proposed issuance of securities described above is an issuance of 
securities within the purview of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204(f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of Section 204 of the Act. 

(4) The proposed issuance of securities as hereafter authorized and approved 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate and consistent with the 
proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(5) The competitive bidding requirements of Section 34.1a are inapplicable 
to this issuance of Common Stock. 


The Commission orders: 

(A) The proposed issuance of securities, described above, upon the terms and 
conditions and for the purposes specified in the application, be and the same 
are hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days after the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost which may come before this Com- 
mission or any other regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PORTLAND GENERAL ELECTRIC COMPANY, DOCKET NO. E-6922 
ORDER TO SHOW CAUSE 
(Issued January 7, 1960) 


The 1958 Annual Report (FPC Form No. 1) of Portland General Electric 
Company (Company), an Oregon corporation with its principal place of business 
at Portland, Oregon, indicates that Company is currently accounting and report- 
ing certain credits arising from accounting procedures for deferred taxes on in- 
come in a manner contrary to the requirements of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees. 

Company is both a public utility and licensee within the meaning of those 
terms under the Federal Power Act. 

Commencing January 1, 1958 all public utilities and licensees were required 
by this Commission’s Order No. 204 (10 FPC 887) to classify all accruals of de- 
ferred federal and state* income taxes in Account 266—Accumulated Deferred 
Taxes on Income and in Account 507A—Provision for Deferred Taxes on Income. 
Company’s Annual Report to the Commission for 1958 shows a balance of 
$2,783,518.07 in Account 266 classified as follows : federal income tax $2,595,780.66, 
state income tax $187,737.41. Instead of using Account 507A as prescribed for the 
annual accruals, Company improperly used an unauthorized account—Account 
539. Company’s 1958 report also contains a credit of $978,250 for deferred taxes 
in Account 258, Other Reserves, identified as “Possible Additional Income Taxes 
and Other Contingencies”. This amount was accumulated initially during 1954 
through 1957 in Accrued Taxes by tax differentials related to liberalized de- 
preciation charged to tax expense in that period. This amount should be classi- 
fied in Account 266.2, Accumulated Deferred Taxes on Income Liberalized 
Depreciation. 

Company’s 1958 Annual Report to stockholders shows that Company is cur- 
rently reporting, the accumulated accruals of deferred taxes on income, (which 
the Commission has required to be set forth in Account 266) in the surplus 
section of the balance sheet in an unauthorized account described as “Earned 
Surplus Restricted for Deferred Income Taxes”.?, Company’s Annual Report to 
stockholders is required to be appended as a part of Company’s FPC Form 
No. 1, Annual Report to the Commission.* 

Correspondence between Company representatives and this Commission’s 
staff has failed to show any justification for Company’s departure from the 
requirements of this Commission’s Uniform System of Accounts. Moreover, 
Company’s representatives have indicated that Company proposes to continue 
the afore-mentioned accounting practices. 

In view of the foregoing, it is necessary and appropriate for the purposes 
of the Federal Power Act (particularly Sections 301(a), 304 and 309 thereof), 
that Company show cause, if there be any, for its past and continuing depart- 


1 Note A to Account 266 as set forth in Order No. 204 states: “The text of subaccounts 
below are designed primarily to cover deferrals of federal income taxes pursuant to pro- 
visions of the Internal Revenue Code of 1954 but the subaccounts are also applicable to 
deferrals of state taxes on income.” 

2 Not prescribed as part of this Commission’s Uniform System of Accounts for Public 
Utilities and Licensees. Order No. 204 (19 FPC 837) finds that surplus, even though re- 
stricted, is not an appropriate account for the classification of deferred taxes on income. 


* Registration Statements heretofore filed by Company under the Securities Act of 1933 
reflect this same practice. 
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ure from the requirements of this Commission’s Uniform System of Accounts; 
all in the manner hereinafter provided. 


The Commission orders: 


Company shall show cause, if there be any, under oath and in writing within 
sixty days from the issuance of this order, why the Commission should not find 
and determine: 

(1) That Company is reporting certain credits arising from accounting pro- 
cedures for deferred taxes on federal and state income taxes, otherwise than 
through the Commission’s prescribed accounts, all as indicated above, and there- 
fore that it has and continues to violate the accounting and reporting require- 
ments prescribed by the Commission through its Uniform System of Accounts; 

(2) That this action by Company constitutes a willful and knowing violation 
of the Federal Power Act; 

(3) That the Company be required to make, keep, preserve and report its 
accounts in the manner prescribed by this Commission in the Uniform System 
of Accounts for Public Utilities and Licensees ; 

(4) That the Company be ordered to file such substitute pages of its Annual 
Report for 1958 (FPC Form No. 1) to make the reporting of accumulated 
deferred taxes on income therein consistent, and in compliance with the 
requirements for such reports as prescribed by the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


COLORADO INTERSTATE GAS COMPANY, DOCKET NO. G-19811 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 8, 1960) 


On October 19, 1959, Colorado Interstate Gas Company (Applicant) filed in 
Docket No. G—19811 an application pursuant to Section 7(c) of the Natural Gas 
Act for a certificate of public convenience and necessity authorizing the con- 
struction and operation of field facilities, including metering and compression 
facilities, to enable Applicant to take into its certificated main pipeline system 
patural gas which it will purchase during the calendar year 1960 from producers 
in the general area of its existing transmission system, all as more fully set 
forth in the application. 

The total cost of all facilities proposed under this application will not exceed 
$1,000,000, with the total cost of any single installation limited to $200,000, and 
financing will be from current working funds. 

The purpose of this “budget-type” application is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its pipeline 
system new supplies of natural gas in various producing areas generally co- 
extensive with its system. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 29 and 30, 1959, respecting the matters involved in and the issues 
presented by the application herein. No petition to intervene or protest to the 
granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 
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Fhe Commission finds: 


(1) Applicant, Colorado Interstate Gas Company, a Delaware corporation hav- 
ing its principal place of business in Colorado Springs, Colorado, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order issued June 9, 1945, in Docket No. G-294 (4 FPC 
936). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
eation herein, are proposed to be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1960 as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1961, a 
statement under oath showing by projects: (a) names of fields connected, (b) 
estimates of gas supplies attached, (c) a description of the project or projects 
that have been constructed pursuant to the authorization granted hereunder, 
(d) the location of said project or projects, (e) the costs of the facilities so 
constructed, and (f) the names of the independent producers involved together 
with the respective dates of the gas sales contracts and the docket numbers of 
the related producer certificate applications. 

(6) The authorization granted herein should be limited to construction during 
the calendar year 1960, and the total expenditures for facilities to be constructed 
hereunder should be limited to $1,000,000, with no single project to exceed a cost 
of $200,000. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate issued hereinafter and to the exercise of the rights granted 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Colorado Interstate Gas Company to construct and 
operate the proposed facilities to take natural gas from producers thereof 
during the calendar year 1960, all as more fully described in the application in 
this proceeding, upon the terms and conditions of this order. 

(B) Applicant shall, on or before March 1, 1961, submit a statement under 
oath showing by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects that have been 
constructed pursuant to the authorization granted in paragraph (A) above, 
(d) the location of said project or projects, (e) the costs of the facilities so 
constructed, and (f) the names of the independent producers involved, together 
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with the respective dates of the gas sales contracts and the.docket numbers 
of the related producer certificate applications. 

(C) The authorization granted in paragraph (A) above shall be limited to 
construction during the calendar year 1960, and the total expenditures for 
facilities to be constructed hereunder shall be limited to $1,000,000, with no 
single project to exceed a cost of $200,000. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the exercise 
of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


H & M OIL COMPANY (OPERATOR), ET AL., DOCKET NO. G—16861 


ORDER ACCEPTING OFFER OF SETTLEMENT, ACCEPTING RATE FILING AND TERMINATING 
PROCEEDING 


(Issued January 8, 1960) 


On October 20, 1958, H & M Oil Company (Operator), et al. (H & M) tendered 
Supplement No. 6 to its FPC Gas Rate Schedule No. 1, proposing an increase 
in rate of 4.30312¢ (from 11.02818¢ to 15.383¢ at 14.65 psia) for jurisdictional 
sales of natural gas to Tennessee Gas Transmission Company (Tennessee). By 
order issued November 17, 1958, the Commission suspended and deferred the 
use of said supplement, which sets out the redetermination type of rate increase, 
“until June 1, 1959, and thereafter until such further time as it is made effective 
in the manner prescribed by the Natural Gas Act.” By order issued October 2, 
1959, the Commission permitted said supplement to be effective as of August 4, 
1959, the date on which the requisite motion was filed, upon the filing of an 
appropriate bond. As of this date, said bond has not been filed. 

On October 12, 1959, H & M submitted an offer of settlement of the instant 
suspension proceeding proposing a settlement rate of 14.6¢ per Mcf with a 1¢ 
per Mcf increase in level of rate to be operative in 1964, and stipulated that it 
would not file notices of change to effectuate the price redetermination and 
favored-nation provisions of the rate schedule. On December 7, 1959, H & M 
submitted copies of a letter agreement dated November 17, 1959, which carries 
out the provision of the stipulation. Said November 17, 1959 tender is herein- 
after accepted for filing as hereinafter provided. 

In the judgment of the Commission, settlement of this case in accordance with 
the offer of settlement and stipulation is appropriate to carry out the provisions 
of the Act, is in the public interest, and would be beneficial to the public and 
advantageous to all concerned, by relieving the Commission, the producers and 
Tennessee, as well as customer companies of the time and expense which might 
be necessary to the conduct of formal hearings in such rate cases as might other- 
wise arise under the two clauses. The resulting stability in gas costs would 
be welcome to all segments of the natural-gas industry. Furthermore, freeing 


Ss 


the Commission from the need of considering such proposed increases would 


enable it te concentrate its efforts on other rate cases and other matters having 
possibly more serious consequences for the public and the consumer. 

However, it should be made clear that acceptance of this offer of settlement 
shall not be construed as approval of any future increased rate proposed by 
H & M under the letter agreement provisions or otherwise. 


676-806—61——_6 
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The Commission further finds: 


(1) The proposed settlement of this rate proceeding on the basis described 
herein, is in the public interest and appropriate to carry out the provisions of 
the Natural Gas Act. 

(2) The rate tender of November 17, 1959, hereinafter designated as Supple- 
ment No. 8 to H & M’s FPC Gas Rate Schedule No. 1, should be accepted for 
filing to be effective as of January 7, 1960, thirty days after filing. 

(3) This proceeding should be terminated. 


The Commission orders: 


(A) The offer of settlement filed by H & M on October 12, 1959, as augmented 
by the stipulation of that date and the rate filing of December 7, 1959, is hereby 
approved in accordance with the provisions of this order. 

(B) The rate tender, which was submitted on December 7, 1959, is hereby 
accepted for filing, is designated as Supplement No. 8 to H & M’s FPC Gas Rate 
Schedule No. 1, and is effective as of January 7, 1960. 

(C) This proceeding is terminated as of January 7, 1960. 

Commissioner Connole dissenting because of lack of finding of justness and 
reasonableness. (Amarillo-Borger Express, Inc. v. United States, 1388 F. Supp. 
411) 


Before Commissioners: William R. Connole, Acting Chairman; Frederick 
Stueck, Arthur Kline and John B. Hussey. 


JEFFERSON LAKE SULPHUR COMPANY (OPERATOR), ET AL., 
DOCKET NOS. G—15850, G—17997 


ORDER PERMITTING AND DENYING INTERVENTION AND DENYING CONSOLIDATION 
(Issued January 8, 1960) 


Philadelphia Electric Company (Philadelphia), on July 6, 1959, filed a peti- 
tion to intervene in the above-entitled proceedings and additionally requested 
that the same be consolidated for the purposes of hearing. 

Philadelphia states that it is a distribution company purchasing natural gas 
from Transcontinental Gas Pipe Line Corporation (Transco), which has a sub- 
stantial interest which will be affected by these proceedings; and that it is 
not adequately represented by the existing parties. 

In the proceeding in Docket No. G—17997, Jefferson Lake Sulphur Company 
(Operator), et al., filed a proposed increased rate for sale of gas to Transco 
based on a “favored nations” provision of its FPC Gas Rate Schedule No. 2. 
This proposed increased rate was 23.55 cents per Mcf. Philadelphia as a pur- 
chaser from Transco appears to have sufficient interest in the determination of 
the justness and reasonableness of this higher rate to permit its intervention 
in this specific proceeding. 

In support of its request to intervene in the proceeding in Docket No. G—15850 
(Louisiana tax suspension), Philadelphia apparently takes the position that 
the suspension of the increased rates due to Louisiana taxes was predicated on 
reasons other than simply the possible unconstitutionality or invalidity of the 
statute involved as determined by judicial decision. 

The Commission in its order issued August 14, 1958 in the proceeding in 
Docket No. G—15850, in giving its reasons for suspension, states as follows: 

The increased rates and charges so proposed are intended to reflect (in 
whole or in part) the additional “excise, license, or privilege tax” of one 
cent per Mcf levied by the State of Louisiana pursuant to Act No. 8 of the 
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1958 (House Bill No. 303), as approved on June 16, 1958, amending Title 47 
of the Louisiana Revised Statutes of 1950. The Commission is advised that 
litigation is being instituted to challenge the constitutionality of the said 
Act No. 8 of 1958. In consideration of this fact, and in order to assure 
appropriate refund in the event said Act No. 8 of 1958 should be declared un- 
constitutional or otherwise held invalid by final judicial decision, it is 
deemed advisable to suspend the said proposed increased rates and 
charges. ... 

The litigation contemplated by the Commission in the above-quoted order has 
been filed and is now pending. The increased rate filed and suspended as the 
result of Louisiana taxes is considered a separate type of issue or determina- 
tion from the normal periodic or favored-nations type of increase, since as a 
result of the order issued, the validity or invalidity of such an increased rate 
depends primarily on judicial decision. It would appear at this time that no 
public interest would be served by allowing intervention on the part of Phila- 
delphia in the proceeding in Docket No. G—15850 or consolidation of this in- 
creased rate based pn Louisiana taxes with an increased rate based upon a 
“favored nations” provision in Continental’s contract with Transco. If in the 
future, however, additional issues should appear, Philadelphia may, of course, 
renew its petition to intervene and its motion for consolidation. 

The Commission finds: 

(1) Participation of Philadelphia in the proceeding in Docket No. G—17997 
may be in the public interest. 

(2) Philadelphia has not shown sufficient interest in the proceeding in Docket 
No. G—15850 to warrant intervention. 

(3) The issues presented in the proceedings in Docket Nos. G—15850 and 
G-17997 appear to be so diverse and unrelated as not to warrant their con- 
solidation at this time. 


The Commission orders: 


(A) Philadelphia is hereby permitted to become an intervener in the pro- 
ceeding in Docket No. G—17997, subject to the Rules and Regulations of the 
Commission: Provided, however, that the participation of Philadelphia shall 
be limited to the matters affecting asserted rights and interests specifically set 
forth in its petition for leave to intervene; and, Provided, further, that the 
admission of this Petitioner shall not be construed as recognition by the Com- 
mission that such Petitioner might be aggrieved because of any order or orders 
of the Commission entered in this proceeding. 

(B) The request for leave to intervene in the proceeding in Docket No. 
G—15850 is hereby denied. 

(C) The request to consolidate the proceedings in Docket Nos. G—15850 and 
G-17997 is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


SOUTH CAROLINA ELECTRIC & GAS COMPANY, DOCKET NO. E-6921 
ORDER TO SHOW CAUSE 
(Issued January 8, 1960) 


The 1958 Annual Report (FPC Form No. 1) of South Carolina Electric and 
Gas Company (Company) a South Carolina corporation with its principal place 
of business at Columbia, South Carolina, indicates that Company is currently 
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accounting and reporting certain credits arising from accounting procedures for 
deferred taxes on income in a manner contrary to the requirements of the 
Commission’s Uniform System of Accounts prescribed for Public Utilities and 
Licensees. 

Company is both a public utility and licensee within the meaning of those 
terms under the Federal Power Act. 

Company’s Annual Report to the Commission for 1958 shows as of December 
31, 1958, a credit of $5,016,200,, in Account 266—Accumulated Deferred Taxes 
on Income, of annual accruals of deferred taxes pursuant to Section 124A of 
the Federal Internal Revenue Act of 1950. Company’s annual charges to income 
for the federal income taxes thus deferred have been charged to Account 507A— 
Provision for Deferred Taxes on Income. These two accounts constitute the 
balance sheet and income accounts, respectively, prescribed by this Commission’s 
Order No. 204 (19 FPC 837) as the appropriate accounting classification for 
federal income taxes deferred by reason of accelerated amortization and liberal- 
ized depreciation practices under Sections 168% and 167, respectively, of the 
Internal Revenue Code of 1954. 

Notwithstanding these applicable accounting classifications, Company’s 1958 
Annual Report to stockholders shows that Company is currently reporting the 
accumulated accruals of deferred taxes on income which the Commission has 
required to be set forth in Account 266, through another balance sheet account, 
“Surplus: Earned—Restricted for future Federal income taxes”’.* Company’s 
annual report to stockholders is required to be appended as a part of Com- 
pany’s FPC Form No. 1, Annual Report to the Commission.‘ 

Correspondence between Company representatives and this Commission's staff 
has failed to show any justification for Company’s departure from the require- 
ments of this Commission’s Uniform System of Accounts. Moreover, Company 
representatives have indicated that Company proposes to continue the afore- 
mentioned accounting practices. 

In view of the foregoing, it is necessary and appropriate for the purposes of 
the Federal Power Act (particularly Sections 301(a), 304 and 309 thereof), that 
Company show cause, if there be any, for its past and continuing departure from 
the requirements of this Commission’s Uniform System of Accounts; all in the 
manner hereinafter provided. 


The Commission orders: 


Company shall show cause, if there be any, under oath and in writing within 
60 days from the issuance of this order, why the Commission should not find and 
determine: 


(1) That Company is reporting the financial data set forth in Account 266 
(i.e., accumulated deferred taxes on income), otherwise than as prescribed by 
the Commission’s Uniform System of Accounts, all as indicated above, and there- 
fore that it has and continues to violate the accounting and reporting require- 
ments prescribed by the Commission through its Uniform System of Accounts; 


1 Represents $1,478,000 resulting from the use of liberalized depreciation and $3,538,- 
200 due to accelerated amortization. The latter amount includes $2,583,000 in income 
tax reductions estimated to result from the use in consolidated returns of accelerated 
amortization deductions of Company’s subsidiary, South Carolina Generating Company. 

2 Formerly Section 124A of the Federal Internal Revenue Act of 1950. 

8 Not prescribed as part of this Commission’s Uniform System of Accounts for Public 
Utilities and Licensees. Order No. 204 (19 FPC 837) finds that surplus, even though 
restricted, is not an appropriate account for the classification of deferred taxes on income. 

* Registration Statements heretofore filed by Company under the Securities Act of 1933 
reflect this same practice. 
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(2) That this action by Company constitutes a willful and knowing violation 
of the Federal Power Act; 

(3) That the Company be required to make, keep, preserve and report its 
accounts in the manner prescribed by this Commission in the Uniform System of 
Accounts for Publie Utilities and Licensees; and 

(4) That the Company be ordered to file such substitute pages of its Annual 
Report for 1958 (FPC Form No. 1) to make the reporting of accumulated de- 
ferred taxes on income therein consistent, and in compliance with the require- 
ments of such reports as prescribed by the Commission. 


Before Commissioners: William R. Connole, Acting Chairman; Frederick 
Stueck, Arthur Kline and John B. Hussey. 


STARR COUNTY BRIDGE COMPANY; CENTRAL POWER & LIGHT 
COMPANY, DOCKET NO. IT-5376 


ORDER TERMINATING AUTHORIZATION TO EXPORT ELECTRIC ENERGY TO MEXICO AND 
TERMINATING PERMIT TO MAINTAIN FACILITIES AT THE INTERNATIONAL BORDER 


(Issued January 8, 1960) 


The Commission by order dated March 1, 1944, authorized Starr County Bridge 
Company (Starr County) and Central Power and Light Company (Central 
Power) to transmit electric energy from the United States to Mexico in an 
amount not to exceed 40,000 kwh per year at a rate-not in excess of 15 kw. 
Concurrently therewith, the Commission released to Starr County a Presidential 
Permit, signed by the President of the United States on April 29, 1942, authoriz- 
ing it to operate and maintain certain electric facilities located on the inter- 
national bridge between Roma, Texas, and San Pedro, Mexico, for the exporta- 
tion of electric energy from the United States. 

By letters dated January 20 and May 19, 1958, Central Power advised the 
‘Commission that the facilities covered by the above-mentioned Presidential 
Permit had not been utilized for some time to export electric energy to the 
Mexican side of the Rio Grande River, and that only the bridge-lighting circuit 
remains of the facilities specified in the Permit. The bridge-lighting circuit is 
sectionalized at the International Boundary marker on the bridge, and lighting 
for that portion of the bridge located in Mexico is now provided by a Mexican 
company. By letter dated October 23, 1959, Starr County requested that the 
afore-mentioned Permit and exportation authorization be terminated inasmuch 
as it is using domestically generated electric energy only for office and bridge 
lighting on the United States side of the International Boundary. Central Power 
by letter dated November 10, 1959, joined in that request with respect to the 
export authorization. 


The Commission finds: 


It is necessary and appropriate for the purposes of the Federal Power Act 
and Executive Order No. 10485, dated September 3, 1953, that the above-men- 
tioned authorization to export electric energy be terminated, and that the above- 
mentioned Presidential Permit signed by the President of the United States on 
April 29, 1942, be revoked, all as hereinafter ordered. 


The Commission orders: 


The authorization heretofore granted to Starr County and Central Power 
to transmit electric energy from the United States to Mexico and the Permit 
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granted to Starr County to maintain facilities at the international border between 
the United States and Mexico, all as referred to above, are hereby terminated 
and revoked. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


COLORADO INTERSTATE GAS COMPANY, DOCKET NO. G-15120 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECES- 
SITY AND PERMITTING TARIFF SHEET TO BECOME EFFECTIVE 


(Issued January 11, 1960) 


Colorado Interstate Gas Company (Applicant), a Delaware corporation with 
a principal place of business in Colorado Springs, Colorado, filed a motion on 
December 7, 1959, to amend the Commission’s final order issued in the above 
matter on September 23, 1958, 20 FPC 379, to extend from December 31, 1959 
to April 30, 1960 the authority granted to sell and deliver up to 4,000 Mcf per 
day of natural gas to Kansas-Colorado Utilities, Inc. 

Colorado received temporary authority on July 14, 1958 and final authority 
on September 23, 1958 in Docket No. G—15120 to construct and operate facilities 
to make the sale only until December 31, 1959. The facilities authorized in 
Docket No. G-15120 were completed and placed in service on August 12, 1958. 

Since that time, Colorado has been notified by Kansas-Colorado that addi- 
tional gas is needed to meet its market requirements for the remainder of the 
1959-1960 heating season. At this time Colorado represents it has volumes 
of gas in excess of its market requirements. By letter agreement between 
Colorado and Kansas-Colorado dated December 2, 1959, both parties have agreed 
to the extension of the term of their existing agreement dated May 12, 1958 
until April 30, 1960. 

Concurrently, Colorado filed a revised tariff sheet’ reflecting the proposed 
extension of term of its Rate Schedule X-7. This rate schedule comprises the 
agreement dated May 12, 1958 and provides a rate of 12.5 cents per Mcf for 
sales to Kansas-Colorado up to 4,000 Mcf per day, subject to curtailment on 
a day to day basis by either party. No change other than extension of term 
from December 31, 1959 to April 30, 1960 is proposed. 

Colorado has requested that the 30-day notice requirement be waived in 
accordance with Section 154.51 of the Commission’s regulations and that the 
provisions of Section 154.22 of the regulations also be waived in order that the 
proposed revised tariff sheet may become effective January 1, 1960 subject to 
amendment of the order granting certificate authorization in Docket No. 
G-15120. 

The Commission finds: 


It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act, and the public convenience and necessity require, that the order of 
the Commission, issued September 23, 1958, In the Matter of Colorado Inter- 
state Gas Company, Docket No. G—15120, be amended as requested by the 
Applicant. 


The Commission orders: 
(A) That the order of the Commission issued September 23, 1958, referred 
to above be and the same is hereby amended so as to permit Applicant to con- 


1 First Revised Sheet No. 13a0 to its FPC Gas Tariff, Original Volume No. 1. 
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tinue to sell natural gas to Kansas-Colorado Utilities, Inc., until April 30, 1960. 

(B) That the provisions of Sections 154.22 and 154.51 of the Commission’s 
regulations be waived to permit the tendered tariff sheet to become effective 
concurrently with this order. 

(C) This order shall not be construed as a determination that the rate 
level in Rate Schedule X-7 is the proper rate to be applied to the sale and 
delivery of natural gas thereunder. 

(D) That the order of the Commission issued September 23, 1958, shall remain 
unchanged in all other respects. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PACIFIC GAS & ELECTRIC COMPANY, PROJECT NO. 137 
ORDER APPROVING REVISED PROJECT EXHIBITS AND ADJUSTING ANNUAL CHARGES 
(Issued January 11, 1960) 


Pacific Gas and Electric Company, of San Francisco, California, licensee for 
major Project No. 137, filed on March 30, 1959 for Commission approval revised 
Exhibits F, K, L, and M for the Bear River Unit of the project, situated on North 
Fork Mokelumne River and Tributaries, California, and affecting lands of the 
United States within Eldorado and Stanislaus National Forests and other lands 
of the United States. 

The effect of approval of the revised Exhibit K maps will be to increase the 
amount of lands of the United States used by the Bear River Unit of the project, 
with a resultant increase in the annual charges for such use in the amount of 
$19.93. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over Eldorado and Stanislaus National Forests, has reported favor- 
ably on the application. 

The above-mentioned Exhibit F, showing summary of project lands for the 
Bear River Unit, needs no Commission approval. 


The Commission finds: 


(1) The following described revised exhibits showing the project area and 
boundaries for the Lower Bear River conduit, reservoir, dam, roads and Salt 
Springs powerhouse conform to the Commission’s rules and regulations and 
should be approved as part of the license for the project, and the exhibits now 
part of the license and which are described below as being superseded in whole 
or in part should be eliminated from the license for the project to the extent 
indicated—all as hereinafter provided: 


Sheet No. | FPC No. | Dwg. No. Showing 





ee ances 
| Erhihit K 
a 137-1 152 | 422189 | Bear River Conduit; superseding in part Exhibit K, Sheet 11E 
(Dwg. 46953, FPC No. 137-68); 
Wr iene 137-153 | 422190 | Lower Bear River Reservoir; superseding Exhibit K, Sheet 12E 


| (Dwe. 46954, FPC No. 137-69), and superseding in part Exhibit K, 
| Sheet 11LE (Dwg. 46953, FPC No. 137-68); 


Gi cnbtiwak 137-148 | ae Salt Spring Powerhouse; superseding Exhibit L, Sheet 10E (FPC 
12F....... 137-149 | 422192 Lower Bear ‘atve Dams; superseding Exhibit L, Sheet 12E (FPC 
| 137-150 422193 wah Dams; superseding Exhibit L, Sheet 13E (FPC 
ae 137-151 | 422194 | Bear River Tunnel; superseding Exhibit L, Sheet 14E (FPC No. 


137-72); and 
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Evhibit M (Revised 3/30/59) entitled “General Descriptions and General 
Specifications of Mechanical, Electrical, and Transmission Equipment for the 
Bear River Unit,” comprising one typewritten page, superseding Exhibit M filed 
with the Commission on September 3, 1946, insofar as it pertains to Bear River 
Unit. 

(2) The increased annual charge for recompensing the United States for the 
use of additional Eldorado National Forest lands by the Bear River Unit of 
Project No. 137 is reasonable as hereinafter fixed and specified, and should be 
made effective as of June 26, 1947, the date of issuance by the Commission of 
Amendment No. 6 of the license which authorized construction of Lower Bear 
River Reservoir and Conduit. 


The Commission orders: 





(A) The revised project exhibits described in finding (1) above are approved 
as part of the license for Project No. 137, and the exhibits described in the same 
finding as being superseded in whole or in part are eliminated from the license 
for the project to the extent therein indicated, 

(B) Sub-paragraph B. of Article 22 of the license is further amended to read 
as follows: 

B. For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, excluding those used for transmission-line right-of- 
way a charge at the rate of $5,477.73 per calendar year for the period from June 
26, 1947 through December 31, 1948; and $5,534.35 for each calendar year there- 
after ; and 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute accept- 
ance of this order. In acknowledgment of the acceptance of this order, it shall be 
signed for the Licensee and returned to the Commission within 60 days from 
the date of its issuance. 




















Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-19983 
ORDER DENYING DUPLICATE INTERVENTION 


(Issued January 11, 1960) 





Notice of intervention under Section 1.8(a)(1) of the Commission’s Rules 
of Practice and Procedure was filed by the following cities on the dates 
indicated : 


City of Corinth, Mississippi, by and through its Public Utilities Commis- 
sion, November 20, 1959. 

City of Tuscumbia, Alabama, by and through its Waterworks and Gas 
Board, November 23, 1959. 

City of Decatur, Alabama, by and through its Board of Commissioners, 
November 30, 1959. 

City of Huntsville, Alabama, by and through its Gas Utility Board, Decem- 
ber 14, 1959. 


Each of the cities states that the board or commission referred to in the 
notice has jurisdiction to regulate rates and charges for the sale of natural 
gas to consumers within the respective municipality. We note, however, that 
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in each instance it is the city itself that distributes and sells natural gas in 
the municipality. 

On November 20, 1959, a petition seeking leave to intervene herein was filed 
by the Tennessee Valley Municipal Association. Petitioner therein alleges that 
it is an unincorporated association of municipally owned and operated gas 
distribution systems, including the four municipalities listed above. That peti- 
tion further states that the association “was organized for the purpose of repre- 
senting its members in all proceedings before the Federal Power Commission, 
courts and other agencies, with full authority to do any and all acts and things 
necessary or desirable in the premises.” 

Permission to intervene has been granted to the Association by order issued 
concurrently herewith. 

Duplicate intervention by the above-named cities on their notices and through 
the Association would tend to unduly prolong this proceeding and is not re- 
quired in order to adequately represent and protect the interests of these cities 
and their customers. 


The Commission finds: 


Separate and duplicate intervention by the aforementioned cities through 
their own notices and through their representative Association would not be 
in the public interest. 


The Commission orders: 


The separate and duplicate intervention by the aforementioned cities under 
the notices of intervention filed as indicated above hereby is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


INDIANA UTILITIES CORPORATION, DOCKET NO. G-19178; LOUIS- 
VILLE GAS & ELECTRIC COMPANY, DOCKET NO. G—19211 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY, 
DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF NATURAL GAS, AND 
PERMITTING AND APPROVING ABANDON MENT 


(Issued Januzry 12, 1960) 


On August 10, 1959, as supplemented on September 3, and October 12, 1959, 
Indiana Utilities Corporation (Indiana Utilities) filed in Docket No. G—19178 
an application, pursuant to Section 7(c) of the Natural Gas Act, for a certifi- 
cate of public convenience and necessity authorizing the acquisition and opera- 
tion of certain natural gas facilities proposed to be purchased from Louisville 


Gas and Electric Company (Louisville Gas), and, pursuant to Section 7(a) 


of said Act, for an order of the Commission directing Texas Gas Transmission 
Corporation (Texas Gas) to establish physical connection of its transmission 
system with the facilities which Indiana Utilities proposes to acquire from 
Louisville Gas, and to sell and deliver natural gas to Indiana Utilities, on a 
firm basis, for distribution in the communities of Corydon and Laconia and to 
the Town of New Middletown for resale therein, all in Harrison County, 
Indiana. 

On August 13, 1959, as supplemented on September 30, 1959, Louisville Gas 
filed in Docket No. G—19211 a companion application, pursuant to Section 7(b) 
of the Act, for permission and approval to abandon by sale to Indiana Utilities, 
under an agreement dated April 7, 1959, 4.89 miles of 8-inch and 4-iuch trans- 
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mission lateral pipeline, and appurtenances, extending from a point on Texas 
Gas’ transmission system in Kentucky westerly to the point of connection with 
Indiana Utilities’ facilities on the Kentucky-Indiana state boundary, and, 
further, to abandon service to Indiana Utilities now being rendered through 
these facilities. 

Louisville Gas purchases gas from Texas Gas, part of which it resells to 
Indiana Utilities at the state line. 

The facilities which Indiana Utilities seeks authority to acquire in Docket 
No. G-19178 are those which Louisville Gas seeks permission to abandon in 
Docket No. G-19211. The purchase price of the facilities to be transferred is 
$37,500, which is their depreciated original cost, to be paid by Indiana Utilities 
to Louisville Gas in equal installments over a ten-year period, with interest at 
4% percent annually on the unpaid balance. 

Accounting proposals of both Applicants, as revised, have been reviewed and 
found to be satisfactory. 

Indiana Utilities’ estimated requirements are as follows: 


Mef at 15.025 psia 


Peak day —~ Annual 
TO a al act sean ec a eet si Sas lla ance 1, 550 228, 378 
ed esp ned twtr ar ri ips ep ke ae RE 1, 580 215, 000 


I asc ees tie ange mire Wess ps aa ae ote Soe homeo 1, 600 210, 000 


Instead of buying these volumes from Louisville Gas, Indiana Utilities would 
buy such gas directly from Texas Gas. 

No abandonment of service will result from the proposed transfer of facilities. 

Texas Gas Transmission Corporation filed its answer to the application of 
Indiana Utilities in Docket No. G-19178 on September 8, 1959, stating that it 
has no objection to rendering the proposed service on certain conditions which 
are provided for hereinafter. 

Since Louisville Gas is obligated to sell the 1,600 Mcf per day to Indiana 
Utilities under the existing arrangement and is to be relieved of that obligation 
under the proposed arrangement, Texas Gas’ authorized deliveries to Louisville 
Gas should be reduced by 1,600 Mcf per day. Texas Gas and Louisville Gas 
by letters dated November 16, 1959, have indicated they have no objection to 
such a reduction. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 29, 1959, respecting the matters involved in and the issues pre- 
sented by the applications herein. No petitions to intervene or protests to 
the granting of the applications have been received. Staff counsel moved 
orally at the hearing that the intermediate decision procedure be omitted and 
that the Commission render a decision herein pursuant to Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure. 





The Commission finds: 


(1) Applicant, Indiana Utilities Corporation, an Indiana corporation having 
its principal place of business in Corydon, Indiana, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of June 1, 1943, in Docket No. G-377. 

(2) The facilities proposed to be acquired and operated by Indiana Utilities, 
as hereinbefore described and as more fully described in the application in 
Docket No. G—19178, will be used in the transportation and sale of natural gas 
in interstate commerce, subject to the jurisdiction of the commission, and the 
acquisition and operation thereof by Indiana Utilities will be subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 
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(3) The acquisition and operation of the facilities as proposed by Indiana 
Utilities are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(4) Indiana Utilities is able and willing properly to do the acts and to per- 
form the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) (d) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the issuance of the certificate referred to in paragraph (3) above and 
to the exercise of the rights granted thereunder; and that Indiana Utilities 
should acquire the facilities and be prepared to receive gas from Texas Gas 
within one year from the date of issuance of this order. 

(6) Indiana Utilities should be required to file an appropriate FPC Gas 
Tariff, satisfactory to the Commission, covering its sale of natural gas to the 
Town of New Middletown for resale. 

(7) Texas Gas Transmission Corporation, a Delaware corporation having 
its principal place of business in Owensboro, Kentucky, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order issued March 30, 1949, in Docket No. G-859 (8 FPC 
228). 

(8) It is necessary and desirable in the public interest to direct Texas Gas 
to establish physical connection of its transmission facilities with those proposed 
to be acquired and operated by Indiana Utilities, and to sell and deliver natural 
gas to Indiana Utilities under Texas Gas’ appropriate rate schedules on file 
with the Commission, for resale in the area described in the application in 
Docket No. G—19178. 

(9) Texas Gas should be required to sell and deliver to Indiana Utilities up to 
its estimated third year peak day requirement of 1.600 Mcf at 15.025 psia. 

(10) Applicant, Louisville Gas and Electric Company, is engaged in the sale 
of natural gas in interstate commerce for resale for ultimate public con- 
sumption and is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of December 21. 
1943, in Docket No. G-351 (4 FPC 451). 

(11) The facilities and service to be abandoned by sale to Indiana Utilities, as 
hereinbefore described and as more fully described in the application in Docket 
No. G—-19211, are subject to the jurisdiction of the Commission and abandonment 
of such facilities and service by Louisville Gas is subject to the requirements of 
Subsection (b) of Section 7 of the Natural Gas Act. 

(12) Such abandonment by Louisville Gas, as hereinbefore described, is per- 
mitted by the public convenience and necessity, and an order authorizing and 
approving same should be issued as hereinafter ordered. 

(13) Inasmuch as Louisville Gas will no longer be obligated to serve Indiana 
Utilities upon the issuance of this order, Texas Gas’ authorized deliveries to 
Louisville Gas should be reduced by 1.600 Mcf per day, as hereinafter ordered. 

(14) A request during the public hearing for omission of the intermediate 
decision procedure herein was unopposed by any party of record and, not having 
been denied by the Commission. is granted pursuant to Section 1.30(c)(1) of 
the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Indiana Utilities Corporation to acquire and operate 
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the facilities and to sell and deliver natural gas, as hereinbefore described and 
as more fully described in the application and exhibits, as supplemented, in 
Docket No. G—19178, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (d) and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificate granted in paragraph (A) hereof 
and to the exercise of the rights granted thereunder; and Indiana Utilities Cor- 
poration shall acquire the facilities and be prepared to receive natural gas from 
Texas Gas Transmission Corporation within one year from the date of issuance 
of this order. 

(C) Indiana Utilities shall file an appropriate FPC Gas Tariff, satisfactory to 
the Commission, covering its sale of natural gas to the Town of New Middletown 
for resale, pursuant to the Commission’s regulations. 

(D) Texas Gas Transmission Corporation be and it is hereby directed to estab- 
lish physical connection of its transmission facilities with the facilities hereby 
authorized to be acquired by Indiana Utilities, and to sell and deliver natural gas 
to Indiana Utilities under Texas Gas’ appropriate rate schedules on file with 
the Commission, for resale in the area described in the application in Docket 
No. G-19178. 

(E) Texas Gas shall sell and deliver to Indiana Utilities up to the latter’s 
estimated third year peak day requirement of 1,600 Mcf of natural gas at 15.025 
psia. 

(F) Texas Gas shall reduce its authorized deliveries to Louisville Gas by 1,600 
Mcf per day. 

(G) Texas Gas shall report to the Commission in writing and under oath the 
date of commencement of service to Indiana Utilities hereunder, within 10 days 
after such service has begun. 

(H) Permission for and approval of the abandonment by Louisville Gas and 
Electric Company of the facilities and service hereinbefore described, all as more 


fully described in the application in Docket No. G—19211 be and the same is 
hereby granted. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE MANUFACTURERS LIGHT & HEAT COMPANY, 
DOCKET NO. G—19668 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDON MENT 
(Issued January 12, 1960) 


On October 6, 1959, The Manufacturers Light and Heat Company (Applicant) 
filed in Docket No. G—19668 an application pursuant to Section 7(b) of the 
Natural Gas Act for permission and approval to abandon the sale of up to 15,300 
Mcf of natural gas per day (at 14.73 psia) to The Ohio Fuel Gas Company (Ohio 
Fuel), which gas is presently transported from the southwest by Tennessee Gas 
Transmission Company (Tennessee) and delivered to Ohio Fuel at Cambridge. 
Guernsey County, Ohio, for Applicant’s account. 

The subject 15,300 Mcf of natural gas per day is part of a larger volume which 
Applicant purchases from Champlin Oil and Refining Company (formerly the 
Chicago Corporation) and which Tennessee transports for Applicant’s account. 
By order issued June 7, 1954 in the consolidated proceedings, Docket Nos. G-2290 
and G-—2304, Tennessee was authorized to deliver 15,300 Mcf to Ohio Fuel for 


Applicant’s account and Applicant was authorized to sell such volume to Ohio 
Fuel. 
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Applicant seeks to abandon this sale to Ohio Fuel in order to make the 15,300 
Mcf per day available to its own system in western Pennsylvania to meet its 
estimated 1959-1960 winter requirements. 

Ohio Fuel will receive an equivalent volume of 15,300 Mcf per day by direct 
purchase from Tennessee at the existing Guernsey County delivery point under 
authorization issued to Tennessee on January 28, 1959 in Docket No. G—11107, 
which authorization contemplated this substitution of Tennessee for Applicant 
as the source of Ohio Fuel’s 15,300 Mcf supply. 

Applicant and Ohio Fuel have entered into a letter agreement dated April 16, 
1959, cancelling and superseding the original agreement between them covering 
the sale of the particular gas which is the subject of the present application. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
December 29, 1959, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, The Manufacturers Light and Heat Company, a Pennsylvania 
corporation having its principal place of business in Pittsburgh, Pennsylvania, is 
engaged in the sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act. 

(2) The sale of natural gas to be abandoned, as hereinbefore described and 
as more fully described in the application herein, is subject to the jurisdiction 
of the Commission and abandonment of such sale by Applicant is subject to the 
requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment by Applicant, as hereinbefore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted, pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment by The Manufacturers 
Light and Heat Company of the service hereinbefore described, all as more fully 
described in the application in this proceeding, be and the same is hereby granted. 

(B) Applicant shall advise the Commission of the date of such abandonment 
within 10 days of the date thereof. 


THE CALIFORNIA OREGON POWER COMPANY, PROJECT NO. 2082 
ORDER ADOPTING INITIAL DECISION OF PRESIDING EXAMINER 
(Issued January 13, 1960)* 


Syllabus 


1. Where a proposed development and an existing development are operated 
as a unit, and are best adapted to a comprehensive plan for the develop- 


*Initial decision appears on page 61. 
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ment of a watershed, and where no showing is made justifying issuance 
of separate licenses, the outstanding license is amended to include both 
developments. P. 61. 

2. Commission amends license issued to Copco for Project No. 2082, under 
Section 4(e) of the Federal Power Act, to include other existing and pro- 
posed facilities. P. 71. 

Malcolm T. Dungan for The California Oregon Power Company. 
Ralph W. Scott for the State of California. 

Roy Atkinson for the Oregon State Game Commission. 

Joseph B. Hobbs for the Staff of the Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 

On September 23, 1959, the presiding examiner issued an initial decision 
herein under Section 4(e) of the Federal Power Act which would amend a 
license heretofore issued by the Commission to The California Oregon Power 
Company (Copco) for the Big Bend Development, Project No. 2082,’ so as to 
include Copco’s existing unlicensed developments on the Link and Klamath 
Rivers known as East Side Development, West Side Development, Keno Regu- 
lating Dam, Copco No. 1 Development and Copco No. 2 Development; and to 
authorize the construction of a regulating dam near Yreka, California, con- 
stituting the initial stage of the Iron Gate Development. No exceptions to the 
examiner’s decision have been filed by any party to the proceeding, although 
informal objection to issuing a fifty-year license for Copco’s existing develop- 
ments has been made by the American Public Power Association.’ 

Upon consideration of the entire record in this proceeding, including the 
evidence adduced, the briefs filed and the examiner’s decision, we are of the 
opinion that said decision should be adopted as the decision of the Commission. 
The examiner’s decision whereby he includes Copco’s existing developments and 
proposed new Iron Gate Development in the fifty-year license recently issued 
for the Big Bend development is in accord with the Federal Power Act and 
finds support in Commission precedents.* 

In the present proceeding, the examiner found that the constructed develop- 
ments have been and are being operated as a unit; that since its construction 
under the license heretofore issued, the Big Bend Development has been operated 
as a unit with the previously constructed developments; and that the proposed 
Iron Gate Development, when constructed, will also be operated as a unit with 
both the Big Bend Development and the previously constructed developments. 
The examiner found that these developments are parts of the same project 
within the meaning of Section 3(11) of the Act, and that this project is best 
adapted to a comprehensive plan for improving and developing the waterway as 
required by Section 10(a). There is no dispute as to the correctness of these 
findings, and they are supported by the evidence of record. On the basis of 
these findings, the examiner concluded that the license heretofore issued to 
Copco for the Big Bend Development should be amended to include the pre- 
viously constructed developments and the initial stage of the proposed Iron Gate 
Development. 


1See The California Oregon Power Company (Project No. 2082 and Docket No. E- 
6390), Opinion No. 266, January 28, 1954, 18 FPC 1, amended by Opinion No. 266-A, 
February 28, 1956, 15 FPC 14, and further amended by order, September 25, 1957, 18 
FPC 364, issuing fifty-year license to Copco, effective March 1, 1956. 
he ee of the examiner’s decision was initiated by the Commission on October 22, 

59. 


*See Montana Power Company, Project No. 2188, 15 FPC 1830, and Pacific Gas & Blec- 
tric Company, Docket No. DI-163, 2 FPC 516. 
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This proceeding is not unlike two other cases recently decided by the Com- 
mission in which we had occasion to consider the question of the license term 
for existing and proposed developments. On May 19, 1958, we issued our Opinion 
No. 312 adopting an examiner’s decision issuing fifty-year licenses to Carolina 
Aluminum Company, Project No. 2197, and to Carolina Power & Light Company, 
Project No. 2206 (19 FPC 704). So also, on September 17, 1958, we issued 
a fifty-year license to Duke Power Company, Project No. 2232 (20 FPC 360). 
In neither of those cases could we find any rational basis in the evidence to 
justify fixing license terms shorter than fifty years or back-dating the effective 
dates of the licenses issued. The evidence in this case shows that the Big 
Bend development and all of the existing and proposed developments rely for 
their operations on water releases from Link River Dam, a Government dam 
located upstream from all the developments. Such water releases are made 
pursuant to an agreement between the United States and Copco for a fifty-year 
term terminating in the year 2006 which corresponds with the term of the license 
for Project No. 2082. 

As we have noted before, the concept of considering a particular watershed 
as a whole is the backbone of the licensing provisions of the Act. Where as 
here the proposed development and the existing developments have been and 
will continue to be operated as a unit with Link River Dam, and are best adapted 
to a comprehensive plan for the development of the watershed, and where as 
here no showing has been made which would justify the issuance of separate 
licenses with different terms and conditions, it is appropriate that the outstand- 
ing license be amended to include both the proposed and existing developments. 
As we stated in our order issuing license to Duke Power Company, supra, the 
legislative history of the Act concerning the license term demonstrates the 
desirability of having a license expire at the same time with respect to all project 
works. 


The Commission finds: 





Upon consideration of the entire record in this proceeding, including the 
evidence adduced, the briefs filed, and the decision of the presiding examiner, 
said decision should be adopted as the decision of the Commission as of the date 
of issuance of this order. 


The Commission orders: 





The decision of the presiding examiner issued herein on September 23, 1959, 
is hereby adopted and shall become effective as the decision of the Commission 
as of the date of issuance of this order. 


DECISION 
UPON APPLICATION FOR AMENDMENT OF LICENSE UNDER FEDERAL POWER ACT 


(Issued September 23, 1959) 






MarsH, Presiding Examiner: This proceeding is upon applications filed by 
The California Oregon Power Company (Copco), a California corporation, 
Licensee for Project No. 2082 on the Klamath River near Klamath Falls, Oregon, 
and Yreka, California, for amendments of that license (1) to include Applicant’s 
existing unlicensed plants on the Link and Klamath Rivers and (2) to authorize 
the construction and operation of a reregulating dam near Yreka, California. 

Following publication of notice of application for amendment of the license, 
which notice provided for the filing of protests or petitions to intervene, the 
State of California acting by and through its Department of Fish and Game 
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filed an “informal protest” to the issuance of the amendment requested relating 
to the construction of the reregulating dam unless and until such license as 
might be granted contain certain conditions enumerated in such “protest.” 
Thereafter, the Commission set the matter down for public hearing, and it was 
heard on August 4, 1959, in the City of Klamath Falls, Oregon with the under- 
signed hearing examiner presiding. In addition to the Applicant, there appeared 
at the hearing representatives of the State of California and the Oregon State 
Game Commission as parties to the proceeding, and the Staff of the Commission. 
There were also present or represented at the hearing the State Engineer of 
Oregon, the Oregon Fish Commission, the President of the Klamath River 
Sportsmen Association, the United States Bureau of Reclamation, the Klamath 
Basin Water Users Protective Association, the Honorable Randolph Collier, 
member of the California State Senate, the California Wildlife Federation, the 
Department of Water Resources of the State of California and the Klamath 
Indian Executive Committee. Following the hearing, briefs were filed by the 
Applicant, the State of California and the Staff of this Commission. 

The Klamath River and its subsidiaries comprise the second largest river 
system in the State of California. The stream has its origin in the high table 
lands of south central Oregon and flows south and west through several Cali- 
fornia counties before emptying into the Pacific Ocean near the town of Klamath, 
California, midway between the Columbia River to the north and the Sacra- 
mento River to the south. The Klamath watershed embraces a drainage area 
of some 15,600 square miles of which 9,900 square miles are in northern 
California. 

In Opinion No. 266 issued by the Commission on January 28, 1954, In the 
Matters of The California Oregon Power Company, Project No. 2082 and 
Docket No. E-6390, 13 FPC 1, the Commission found that: 

The Klamath River system has its headwaters in the Williamson River, 
the source of which is a spring located in the Klamath Indian Reservation. 
Upper Kiamath Lake is a small body of water about 20 miles long and 
6 miles wide which discharges at the City of Klamath Falls into a one 
mile-long connection known as Link River, which in turn discharges into 
Lake Ewauna, a body of water about 2 miles long and half-mile wide, which 
gradually narrows at its lower end and becomes the Klamath River. The 
Klamath flows thence in a general southwesterly direction into California 
and on to the Pacific Ocean. 

In an order accompanying Opinion No. 266, the Commission issued a major 
license to The California Oregon Power Compnay for the construction and 
operation of Project No. 2082 which then consisted of the proposed Big Bend 
No. 2 Development. Article No. 30 of that order in Project No. 2082 declared 
(to the extent here relevant) that: 

The Commission reserves the right to determine at a later date the follow- 
ing matters: 

(a) ** * 

(b) Whether or not Project 2082 and other constructed developments 
operated and maintained by the Licensee on the Klamath River and the 
Link River shall be encompassed by a single license as being parts of a 
complete unit of improvement or development: 

(c) Whether or not such single license, if required, should contain a 
provision reserving the Commission’s authority in the interests of protection 
of life, health, and property, to require the installation of reregulating 
facilities at or near the Iron Gate site on the lower Klamath River, in 
California, after notice and opportunity for hearing. 
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In an order in Docket No. E-6390 which also accompanied Opinion No. 266 
the Commission found, among other things, that: 
(1) The Klamath River, in Oregon and California, is a navigable water 
of the United States. 
(2) Upper Klamath Lake, Lake Ewauna, and Link River, in Oregon, con- 
stitute navigable waters of the United States. 

It is ordered therein that Copco “shall file an application or applications for 
licenses under the Federal Power Act for the continued operation and main- 
tenance of its East Side, West Side, Keno, Copco No. 1 and Copco No. 2 hydro- 
electric developments.” 

Copco did not, however, accept the license for the Big Bend No. 2 Development 
and did not commence construction under the license referred to above. Instead, 
on June 22, 1956, Copco filed an application for “further amendment of the 
Commission’s order issued January 28, 1954, as amended by order issued Febru- 
ary 28, 1956, 15 FPC 14, in which Applicant proposed to develop the head at 
Big Bend No. 1 potential development (located next upstream from Big Bend 
No. 2) and the Big Bend No. 2 Development as a combined single unit of 
development to be known as the ‘Big Bend Development.’ ” 

On September 25, 1957, 18 FPC 364, the Commission issued an order further 
amending the order issuing a (major) license in Project No. 2082 and author- 
izing the construction, maintenance and operation of the Big Bend Development. 
In that order the Commission required the Licensee to construct, operate and 
maintain facilities for the protection of fish and game, to replace an egg 
taking station and, for the protection of fish life, to maintain below the Big 
Bend Development a reasonable minimum flow of water. 

On January 11, 1957,* Copco filed an application requesting that the Commis- 
sion include in the license for Project No. 2082 Applicant’s existing hydroelectric 
plants and structures on the Klamath and Link Rivers. On the same date Copeo 
filed an application for amendment of the license to Project No. 2082 to authorize 
the construction of the Iron Gate Development. 

The Link River Dam was built for the purpose of regulating the level of upper 
Klamath Lake to the end that the waters thereof might be conserved for irriga- 
tion purposes and for the generation of power below the Keno project. This 
dam was completed in 1921 and has been operated for the purposes intended 
since then, initially under an agreement between the United States and a prede- 
cessor of Copco and recently under a similar contract between the United States 
and the Applicant in this proceeding. Under the latter agreement, Copco may 
regulate the level of upper Klamath Lake between elevations 4143.3 and 4137.0, 
Reclamation Service datum. The operation of the Link River Dam conserves 
water in periods of heavy run-off so that it can be used by power plants below 
for peaking purposes. Through this scheme of releases the plants below are 
operated as an integrated unit. 

The Big Bend Development was constructed pursuant to the license issued by 
this Commission in Project No. 2082 on September 25, 1957, and it was placed 
in service in October 1958. This development consists principally of a diversion 
dam about 650 feet long and about 70 feet high across the stream bed and a 
powerhouse containing two turbines each rated at 56,000 horsepower and driv- 
ing a 40,000-kilowatt generator. The plant thus has an installed capacity of 
80,000 kilowatts and a capability of 82,000 kilowatts. 


























1On April 6, 1956, Copeo had filed such an application which was docketed as Project 
No. 2000. On September 26, 1958, Applicant filed a request that there be deleted from 
the application filed on April 6, 1956, Applicant’s existing Keno plant. 
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The unlicensed “existing developments” are described in the application for 
amendment of the license for Project No. 2082 as follows: 

East Side Development on Link River consisting of a canal and penstock 
extending from Link River dam to the powerhouse containing a 4,250-horse- 
power turbine driving a 3,200-kilowatt generator; West Side Development on 
Link River consisting of a canal and penstock extending from Link River 
dam to the powerhouse containing a 1,040-horsepower turbine driving a 600- 
kilowatt generator; Keno Regulating Dam on Klamath River consisting of 
a wood-bent structure with earth abutments and control works for main- 
taining the level of Ewauna Lake and Klamath River between Keno and 
Klamath Falls; Copco No. 1 Development on Klamath River about 31 miles 
below Keno consisting of a concrete gravity arch dam with tainter gates 
creating a reservoir about 4%4 miles long; penstocks, a powerhouse contain- 
ing two 18,600-horsepower turbines each driving a 10,000-kilowatt generator, 
and a substation; Copco No. 2 Development on Klamath River about 14 mile 
below the Copco No. 1 Development consisting of a concrete and earth 
diversion dam, a conduit composed of two tunnels, a wood-stave pipe and 
penstocks leading to the powerhouse containing two 20,000-horsepower tur- 
bines each driving a 13,500-kilowatt generator, and a substation; and appur- 
tenant facilities. The location, nature and character of the project works 
are more specifically shown and described by certain exhibits filed with and 
forming a part of the application for amendment of license. 


Copco’s plan for the comprehensive development of the Klamath River at and 
above Iron Gate contemplates the construction of a new project called the 
Keno Development which would take the place of the existing Keno regulating 
dam and maintain the same water levels as are now maintained in the river 
between Klamath Lake and Keno. Additionally, projects described as Salt 
Caves, Big Bend No. 3 and Warm Springs, which would develop the head 
between Big Bend Tailrace and Copco Lake are also planned. In addition, 
there is contemplated a pump storage plant which would take water out of upper 
Klamath Lake near Pelican Bay and return the water to the same point having 
generated electric energy in the process. The evidence shows that by this 
means, Applicant could store about 1,250,000 acre feet of water and thereby firm 
up all of the Klamath River power developments and in addition, carry over 
sufficient storage to eliminate the lowest point of the 7-year dry cycle which 
occurred in the early 1930’s. This would, it is asserted, afford complete control 
of the water resources of the upper Klamath Basin for the benefit of both 
power and irrigation purposes. 

The evidence shows that Copco’s existing plants adequately utilize the head 
available and that upon completion of Copco’s plan of development as above 
described substantially the entire head of the Klamath River between upper 
Klamath Lake and Iron Gate will be utilized. Testimony adduced by Ap- 
plicant shows that the structures of the Link River Dam, of the Keno Regulating 
Dam, and of Copco No. 1 and Copco No. 2 are in safe and adequate condition. 

The Iron Gate Development is described by the Applicant (opening brief, p. 3) 
as “the final unit of the [Applicant’s] comprehensive plan” for the development 
of the Klamath River above Iron Gate. It will be the farthest downstream of 
Applicant’s projects—about 7 miles below the Copco No. 2 plant. Its develop- 
ment would be undertaken in two stages. There would be constructed initially 
to elevation 2,225 feet (U.S.G.S. datum) a reinforced concrete arch dam in the 
southwest quarter of Section 9, Township 47 North, Range 5 West, Mt. Diablo 
meridian, with valve controlled discharge. The first stage of the development 











FEDERAL POWER COMMISSION 65 


would be used solely for the purpose of reregulating river flows so as to obvi- 
ate to a satisfactory degree the fluctuations which now occur below Copco No. 
2 plant. Ultimately, the development would be completed by increasing the 
height of the dam and incorporating therein a gated spillway section to create 
a reservoir with normal water surface at elevation 2,328 feet (U.S.G.S. datum) 
and extending upstream about 7 miles to Applicant’s existing Copco No. 2 
development, and by constructing a short penstock, a powerhouse immediately 
below the dam containing a single turbine with capacity of about 33,500 horse- 
power and driving a 25,000-kilowatt generator, a substation adjacent to the 
powerhouse, a transmission line extending from the substation to the Applicant’s 
existing transmission system at the Copco No. 2 development, and other perti- 
nent facilities. The second stage would afford complete reregulation of the 
flow of the Klamath below the latter plant and would, in addition, develop 
about 25,000 kilowatts of power. 

The first stage of the Iron Gate Development is estimated to cost $1,835,090 
exclusive of the facilities which may be required under the provisions of a 
contract hereinafter referred to between the Applicant herein and the State of 
California with respect to the protection of fish and fishing below the Iron 
Gate Project. It is estimated that the latter facilities will cost approximately 
$146,400. These cost estimates are on the basis of current prices and appear 
to be reasonable. 

It is planned to commence the construction of the initial development at Iron 
Gate immediately upon receipt of the proper licenses from the Federal Power 
Commission and the State of California and to complete that initial stage within 
one year thereafter. 

It is currently estimated that the ultimate cost of the Iron Gate Development 
Will be about $7,000,000. The second stage is scheduled for construction in 1967. 

The reservoir resulting from the initial stage of the Iron Gate Development 
would have an available storage capacity of approximately 2,000 acre feet. In 
normal operations the Copco No. 2 plant discharges a maximum of about 3,200 
efs of water at a 50 percent load factor. The plan of operation at Iron Gate 
would be to discharge a constant amount of 1,740 cfs during peak load periods 
per each week during a 5-day period operating 12 hours per day. 

The reservoir in the initial stage is designed to limit fluctuations of the river 
at an established gage not more than 14-mile downstream from the dam to three 
inches per hour during normal operating conditions. In both stages of develop- 
ment, the reservoir will be operated to so limit the river fluctuations to three 
inches per hour, whether during low water, normal water, or high water except 
during conditions beyond the control of the Licensee. Snillway capacity will be 
provided for approximately five times the average annual maximum flow. The 
development is designed ultimately to use the entire available head between the 
Copco No. 2 plant for power generation. 

Since the reservoir eventually will extend some 7 miles upstream, it will pro- 
vide excellent facilities for recreation which will be made available to the public. 

In response to the Notice of Application issued by the Secretary of the Commis- 
sion on March 20, 1957, the Department of Water Resources of the State of 
California advised this Commission that the need for subordinating the use of 
Klamath River water for power purposes to its use for agricultural needs is of 
the utmost importance and recommended the inclusion in the license, if it were 
to be amended, of Article No. 38 as it appeared in the original license, as amended 
by the supplemental opinion and order issued by the Commission on February 28, 
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At the request of this Commission, the Department of the Armiy técommended 
that the requested amendment to the license for Project No. 2082 contain an 
article to the effect that the plan of operation discussed in Exhibit H-2 of the 
Application for Amendment dated January 19, 1957, be included in any amend- 
ment in the interests of navigation. The Department added that the plans of 
the structures affecting the interests of navigation had been examined and found 
satisfactory. Earlier, as a result of a similar request, the Department, after re- 
ferring to findings appearing in a report of the California Public Utilities Com- 
mission regarding the effect of fluctuations in discharge at the Copco plants, 
expressed the opinion that measures to alleviate the effects of extremes in dis- 
charge are desirable for present conditions of use and will become necessary in 
the near future as water traffic increases. 

In reply to a letter from this Commission for comment on the original ap- 
plication to amend the license for Project No. 2082 to include existing Copco 
plants, which application had included the Link River Dam, the Assistant Secre- 
tary of the Interior called attention to the fact that this is a Government dam 
and, therefore, not properly includable in such a license. (Parenthetically it 
should be said that the Link River Dam was subsequently eliminated from the 
application.) The Department then recommended the inclusion of provisions for 
the protection of fish and wildlife and for free access to the stream. In a later 
letter the Assistant Secretary expanded upon the provisions which should be 
required. In addition, he relayed the views of the National Park Service that 
archaeological sites of considerable scientific importance are almost certain to 
be disturbed by the proposed construction. Suggestions were made as to how the 
interests involved might best be protected. 

Evidence adduced at the hearing by the California Department of Fish and 
Game was to the effect that the Klamath Basin contributes a major share of 
California’s sport and commercial salmonoid fisheries. King (Chinook) salmon, 
silver salmon and steelhead trout are the principal species. All three species 
were taken commercially in (some parts of) the river until 1934 when legislation 
prohibited the activity. It appears that below the Copco plant there are sizeable 
numbers of rainbow trout. However, the method of operating this and up- 
stream plants has caused the river level downstream to fluctuate severely. 
Under normal operations there are changes in elevation of the river level of two 
feet or more one-half mile below the Copco plant when flows therefrom range 
between 3,200 cubic feet per second to less than 200 cubic feet per second. The 
evidence shows that fluctuating water levels such as this have a decidedly 
detrimental effect on fish and aquatic life. 

In 1958 the Department studied the effect of fluctuations under a proposal by 
Copco to limit them to nine inches per hour with a minimum flow of 500 cubic feet 
per second. The proposed schedule was rejected by the Department “because it 
did not solve the stranding problem and also because the fluctuations under the 
proposed schedule still appeared too hazardous to anglers fishing the river below 
the Copco plant.” 

Following the construction of Copco No. 1 Dam, the company constructed on 
Fall Creek, a stream about one-half mile below the plant, a hatchery and egg 
taking station and deeded them to the Fish and Game Commission. These 
facilities were operated until 1948 when “operations were discontinued due to 
the high cost of maintaining the installation and high operational cost of raising 
fish.” Since 1948 salmon eggs have been taken at Fall Creek but raised at the 
Mt. Shasta hatchery. 

The testimony is that the Iron Gate Development would prevent access by 
salmon and steelhead trout to about 16 miles of spawning gravel and would also 
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destroy one of the most popular stream fishing areas in the upper Klamath 
River. It is the position of the Department that in order to maintain the runs 
of salmon and steelhead which now utilize the area above the Iron Gate site, 
fish trapping, egg taking and hatchery facilities will be required. 

With full awareness of stream conditions affecting fish and game which now 
exist and which may hereafter exist after the construction of the Iron Gate 
Dam, the State of California through its Department of Fish and Game and its 
Fish and Game Commission, entered into, on July 27, 1959, an agreement with 
The California Oregon Power Company and that agreement was made a part 
of the record in this proceeding. The contract of July 27, 1959, recites, among 
other things, that the State of California is satisfied that the construction, 
maintenance and operation of the Iron Gate Development as proposed by the 
Applicant will reregulate the flow of Klamath River in a manner satisfactory 
to the State of California. The agreement provides that upon receipt of a 
license from the Federal Power Commission and necessary state authority, Copco 
will immediately commence the construction of, diligently prosecute to comple- 
tion, and thereafter maintain and operate, the first stage of reregulating facili- 
ties near or at the site of its proposed Iron Gate Development. It provides fur- 
ther that Copco shall release over, around or through said Iron Gate Develop- 
ment a continuous flow of not less than 710 cubic feet per second of water into 
the natural channel of the river for the protection and preservation of fish and 
wildlife; that the rate of fluctuation of flows of Klamath River below the Iron 
Gate Development shall not exceed 250 cubic feet per second per hour and that 
the change in river state or elevation shall not exceed three inches per hour. 

In addition to the reregulation of the stream as above described, Copco 
agreed that concurrently with the construction of the first stage of the develop- 
ment it will construct permanent fish trapping and egg collecting facilities at or 
near and downstream from such development, to consist of structure, equip- 
ment and water supply for trapping and holding upstream anadromous migrants 
in accordance with plans and specifications seasonably to be furnished by 
the Department of fish and Game. Copco further agreed that subject to certain 
limitations all project waters were to be opened to free access and use for the 
purposes of hunting and fishing. 

It should here be pointed out that Copco did not agree to construct fish 
hatchery facilities but the contract provides that the right is reserved to all 
parties to the agreement to be heard in any future proceedings in regard to 
fishery facilities other than the fish trapping and egg collecting facilities 
referred to above. In keeping with the agreement of July 27, 1959, and pred- 
icated upon the proviso that the right is reserved to all parties thereto to be 
heard in any future proceeding in regard to fish hatchery facilities, the Depart- 
ment of Game withdrew the informal protest whch it had previously filed. 

At the hearing held in Klamath Falls, Oregon on August 4, 1959, the repre- 
sentative of the Oregon State Game Commission requested that adequate provi- 
sion be made in the license for the protection of fish and wildlife. 

Honorable Randolph Collier, State Senator from the Siskiyou-Del Norte 
counties, California, favored the agreement between the State of California and 
the Applicant described above, but felt that the second state of construction of 
the Iron Gate project should be undertaken within five years from the comple- 
tion of the first stage. He felt also that the waters of the river should not be 
allowed to go beyond 1,740 cubic feet per second during the months of May and 
September, inclusive, each year. 

The representative of the California Wildlife Federation stated that his organ- 
ization supported the recommendations of the California Department of Fish 
and Game. However, he and the representative of the Klamath River Sports- 
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men Association questioned whether a 65 foot dam would adequately reregulate 
the flow of the stream. They also requested that provision be made to assure 
a relatively low temperature of the water. The Sportsmen Association’s repre- 
sentative requested, in addition, that there be reasonable access to the im- 
pounded waters. 

A member of the Executive Committee of the Klamath Indians requested 
an express reservation in the license that such license is subject to any and all 
rights of the Klamath Indians. 

The Staff of this Commission recommends that subject to conditions herein- 
after set out, the applications for amendment of the license, as amended, of 
Project No. 2082 be amended by including therein the existing and unlicensed 
projects and to authorize the construction and operation of a part of such 
project of the initial stage of the Iron Gate Development. 

Despite the provisions of the contract of July 27, 1959, the State of California 
proposes findings which would seem to imply that a determination is being 
made herein that a fish hatchery and ancillary facilities are to be constructed 
when a site therefor has been selected by the Department. Such a finding can- 
not be made on the record here on the basis of the contract of July 27, 1959, or 
otherwise. The request for the inclusion in the findings herein of language 
which may be construed as implying a determination that fish hatchery facili- 
ties are to be constructed as a condition of this license, is denied. 


ADDITIONAL FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record herein, the evidence adduced, the 
agreements entered into and the briefs filed, it is found and concluded, in addi- 
tion to the findings and conclusions hereinabove set out that: 

(1) The California Oregon Power Company filed applications for further 
amendment of the Commission’s order issued January 28, 1954, as supple 
mented by the order issued February 28, 1956, as amended by the order 
issued September 25, 1957, issuing license for the Big Bend Development (Proj- 
ect No. 2082) on the Klamath River, a navigable water of the United States 
and affecting lands of the United States. The Big Bend Development has been 
eonstructed by the Applicant pursuant to the license for Project No. 2082, as 
amended, and is now in operation. 

(2) The Applicant herein requests further amendment of the license for 
Project No. 2082 referred to in Finding No. 1 to include in such license the 
Applicant’s East Side Development, West Side Development, Keno Regu- 
lating Dam, Copco No. 1 Development and Copco No. 2 Development, and to 
authorize the construction of the initial stage of the Iron Gate Development, 
hereinafter more particularly described. 

(3) After giving effect to the amendments proposed in this proceeding, the 
project would consist of: 

(a) All lands constituting the project area and enclosed by the project 
boundary, or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the Applicant or by the United 
States; the general location of such project area and project boundary being 
shown and described by certain exhibits which formed part of the amended 
application for license or applications for amendment thereof including those 
which are designated and described as follows: 


EXISTING DEVELOPMENTS 


Exhibit J: Sheet No. 1 (FPC No. 2082-77)—General Map (Revised to note the 
exclusion of the existing Keno Development.) 
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IRON GATE DEVELOPMENT 


Exhibit J-2: Sheet No. 1 (FPC No. 2082-19)—General Map. 
Exhibit K-2: Sheet No. 2 (FPC No. 2082-—21)—Topographic Map of Reservoir 
Area. Sheet No. 3 (FPC No. 2082-22)—Topographic Map of Dam Area. 

Exhibit L: Sheets Nos. 1 through 6 (FPC Nos. 2082-78 through -83)—East 
Side Development; Sheets Nos. 8 through 14 (FPC Nos. 2082-84 through -90)— 
West Side Development; Sheets Nos. 15 through 18 (FPC Nos. 2082-91 through 
-94)—Keno Regulating Development; Sheets Nos. 24 through 31 (FPC Nos. 
2082-95 through -102)—Copco No. 1 Development; Sheets Nos. 32 through 38, 
and 33-A (FPC Nos. 2082-103 through -110)—Copco No. 2 Development. 

Exhibit L-2: Sheet No. 1 (FPC No. 2082-23)—Initial Stage (Iron Gate) Reg- 
ulating Dam and Sections. 

txhibit M: Statement in five sheets—general description and specifications 
of equipment filed April 6, 1956, (revised to note the exclusion of the existing 
Keno Development. ) 

(b) All project works consisting, in addition to those heretofore licensed, of 
the following: 


EXISTING DEVELOPMENTS 


East Side Development on Link River consisting of a canal and penstock 
extending from Link River Dam to the powerhouse containing a 4,250-horse- 
power turbine driving a 3,200-kilowatt generator; West Side Development on 
Link River consisting of a canal and penstock extending from Link River 
Dam to the powerhouse containing a 1,040-horsepower turbine driving a 600- 
kilowatt generator; Keno Regulating Dam on Klamath River consisting of a 
wood-bent structure with earth abutments and control works for maintaining 
the level of Ewauna Lake and Klamath River between Keno and Klamath 
Falls; Copco No. 1 Development on Kiamath River about 31 miles below Keno 
consisting of a concrete gravity arch dam with tainter gates creating a reservoir 
about 4144 miles long; penstocks, a powerhouse containing two 18,600-horse- 
power turbines each driving a 10,000-kilowatt generator, and a substation; 
Copco No. 2 Development on Klamath River about 14 mile below the Copco 
No. 1 Development consisting of a concrete and earth diversion dam, a conduit 
composed of two tunnels, a wood-stave pipe and penstocks leading to the power- 
house containing two 20,000-horsepower turbines each driving a 13,500-kilowatt 
generator, and a substation; and appurtenant facilities; the location, nature 
and character of which project works are more specifically shown and described 
by certain exhibits hereinbefore cited and by certain other exhibits which also 
formed part of the amended application for license or application for amend- 
ment of license. 
IRON GATE DEVELOPMENT 


A reinforced concrete arch dam in the SW1/4 section 9, T. 47 N., R. 5 W., Mt. 
Diablo meridian, constructed initially to elevation 2,225 feet (U.S.G.S. datum) 
with valve controlled discharge and creating a reservoir for regulation of the 
river below the dam, and associated fish-trapping facilities described in the draw- 
ing designated as Exhibit 62-A in the record of the hearing on the application. 
Ultimately, the development would be completed by increasing the height of 
the dam and incorporating therein a gated spillway section to create a reservoir 
with normal water surface at elevation 2,328 feet (U.S.G.S. datum) and extend- 
ing upstream about 7 miles to Applicant’s existing Copco No. 2 Development, and 
by constructing a short penstock, a powerhouse immediately below the dam con- 
taining a single turbine with capacity of about 33,500 horsepower and driving a 
25,000-kilowatt generator, a substation adjacent to the powerhouse, a trans- 
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mission line extending from the substation to the Applicant’s existing transmis- 
sion system at the Copco No. 2 Development, and appurtenant facilities; the 
location, nature and character of which project works are more specifically shown 
and described by certain exhibits hereinbefore cited and by certain other exhibits 
which also formed part of the application for amendment of license. 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, in- 
cluding such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and to 
the extent that the inclusion of such property as part of the project is approver 
or acquiesced in by the Commission ; also, all riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintenance or operatio:. 
of the project. 

(4) The informal protest filed herein by the State of California has been with- 
drawn. No other protest or petition to intervene has been filed in this proceeding. 

(5) The Klamath River from its mouth to and including Upper Klamath Lake 
(and including Lake Ewauna and Link River) constitutes navigable waters of the 
United States. 

(6) The project is located on navigable waters of the United States and affects 
lands of the United States. 

(7) The constructed developments have been and are operated as a unit; since 
its construction the Big Bend Development has been operated as a unit with 
the constructed developments ; and when constructed the Iron Gate Development 
will be operated as a unit with the constructed developments, including the Big 
Bend Development. The entire project has been and will be operated as a unit 
with Link River Dam, which Applicant has the right by contract with the United 
States to occupy, maintain and operate during the license period hereafter 
specified. 

(8) The constructed developments, the Big Bend Development and the Iron 
Gate Development, initial stage, are parts of the project herein authorized within 
the meaning of Section 3(11) of the Federal Power Act. 

(9) No conflicting application is before the Commission. Public notice has 
been given of the filing of the applications for amendment of license. 

(10) The Iron Gate Development will be operated to regulate the peak dis- 
charges from the Copco No. 1 and Copco No. 2 Developments. 

(11) The Iron Gate Development is desirable and justified in the public 
interest for the purpose of improving and developing a waterway for the benefit 
of commerce and for other beneficial public purposes including recreational 
purposes. 

(12) The Applicant is financially able to construct the initial stage of the 
Iron Gate Development and to operate the entire project. 

(13) Subject to the terms and conditions hereinafter specified, the project 
is best adapted to a comprehensive plan for improving and developing a water- 
way or waterways for the use or benefit of interstate or foreign commerce, for 
the improvement and utilization of water power development, and for other 
beneficial public purposes, including recreational purposes. 

(14) The issuance of amendment of license as hereinafter provided will not 
affect the development of any water resources for public purposes which should 
be undertaken by the United States. 

(15) The amount of annual charges to be paid under the license as amended 
for the purpose of reimbursing the United States for the costs of administration 
of Part I of the Act is reasonable as hereinafter fixed and specified, and it is 
desirable to reserve for future Commission determination the amount of annual 
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charges to be paid under the license for the purpose of recompensing the United 
States for the use, occupancy, and enjoyment of its lands. 

(16) For the reasons set forth in the Commission’s Opinion Nos. 266 and 
266-A issued January 28, 1954, and February 28, 1956, respectively, the benefits 
received by the United States under the Link Dam Agreement, dated January 
31, 1956, constitute reasonable compensation for the use of that dam. 

(17) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative an- 
nual charge is 175,000 horsepower, and the energy generated would be used 
principally on the system of the Licensee. 

(18) In accordance with Section 10(d) of the Act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to be 
paid into and held in amortization reserves, are reasonable as hereinafter 
specified. 

(19) The exhibits, designated and described above as part of the application, 
conform to the Commission’s rules and regulations and should be approved 
as part of the license for the project. 

(20) Exhibit F and Exhibit K project area map for the initial stage of the 
Iron Gate Development and Exhibits F and K for the existing East Side and 
West Side Developments, Keno Regulating Dam, and Copco No. 1 and Copco 
No. 2 Developments all require revision and revised exhibits shall be filed as 
hereinafter provided. 

(21) It is desirable to reserve for future Commission determination the 
question of when the Licensee shall complete the construction of the Iron Gate 
Development to its ultimate stage. 

(22) It is desirable to reserve for future Commission determination the 
question of what transmission lines and appurtenant facilities, if any, and what 
fish hatchery facilities, if any, shall be included in the license. 


ORDER 


WHEREFORE, IT IS ORDERED, Subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Practice 
and Procedure, that: 

(A) The license for Project No. 2082, which was issued to The California 
Oregon Power Company by order of September 25, 1957 (18 F.P.C. 364), as 
amended, is hereby further amended as follows: 

PARAGRAPH I. Paragraph I of the September 25, 1957, order issuing the 
license for Big Bend Project No. 2082 as amended is further amended to include 
the developments described in Finding (2) herein. 

PARAGRAPH II. Articles 28, 30 and 31 of the license are revised to read 
respectively as follows: 

Article 28. The Licensee shall commence construction of the initial stage of 
the Iron Gate Development within six months of the date of issuance of this 
amendment order, and shall complete such construction within one year there- 
after. The Licensee shall at such time as the Commission may direct, after 
notice and opportunity for hearing, complete the construction of the Iron Gate 
Development to its ultimate stage. 

Article 30. The Commission reserves the right to determine at a later date 
after notice and opportunity for hearing, the following matters: 

(a) Which additional transmission lines and facilities, if any, shall be in- 
cluded in the license as part of the project works; 

(b) Whether the Licensee for Project No. 2082 shall construct, operate and 
maintain a fish hatchery and appurtenant facilities. 
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Article 31. The Licensee shall file, in conformity with the Commission’s rules 
and regulations, revised Exhibits F and K for the existing developments within 
one year from the date of acceptance of this amendment of license and for the 
initial stage of the Iron Gate Development upon completion of construction of 
the development. 

Paragraph III. Paragraph (a) of Article 35 of the license is revised to read 
as follows: 

(a) Effective as of March 1, 1956, for the purpose of reimbursing the United 
States for the costs of administration of Part I of the Act, one (1) cent per 
horsepower on the authorized installed generating capacity (175,000 horse- 
power), plus two and one-half (2%) cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made; 

Paragraph IV. The license is amended by eliminating therefrom Article 23 
of Form L-6. 

Paragraph V. The license is amended by including therein the following new 
articles: 

Article 40. Except for conditions beyond the control of the Licensee, the 
initial stage of Iron Gate Development shall be so operated that the rate of 
fluctuation of flows in the river below the dam shall not exceed 250 cubic feet 
per second of water per hour and that the change in river stage or elevation 
shall not exceed three (3) inches per hour as measured at a gage located not 
more than one-half (144) mile downstream from the dam, whichever produces 
the least amount of fluctuation; and Licensee shall release over, around or 
through said Iron Gate Development a minimum flow of not less than 710 cubic 
feet per second of water into the natural channel of Klamath River, for the 
protection and preservation of fish and wildlife ; 

Article 41. After completion of the ultimate stage of Iron Gate Develop- 
ment and except for conditions beyond the control of the Licensee, licensee shall 
release over, around or through Iron Gate Development a flow of not less than 
710 cubic feet per second of water into the natural channel of Klamath River 
and shall not fluctuate the flow of said river below the Iron Gate Development 
in any manner or at all. 

Article 42. The Licensee shall, concurrently with the construction of the first 
stage of Iron Gate Development, construct permanent fish trapping and egg 
collecting facilities at or near and downstream from Iron Gate Development, 
the type of such facilities to be generally in accordance with plans approved by 
the Commission upon recommendations of the Secretary of the Interior and 
the Department of Fish and Game of the State of California. 

Article 48. The Licensee shall construct, maintain and operate, or shall 
arrange for the construction, maintenance and operation of such fish ladders, 
fish traps or other fish handling facilities, or fish protective devices, for the 
purpose of preserving the fishery resources at the Iron Gate Development, and 
comply with such reasonable modifications of the project construction and 
operation in the interest of fish life as may be prescribed, after notice and 
opportunity for hearing, by the Commission upon its own motion, or upon 
the recommendations of the Secretary of the Interior and the Department of 
Fish and Game of the State of California. 

Article 44. Prior to the construction and operation of the first stage of the 
Iron Gate Development, the Licensee shall, to the extent of conditions within 
its control, operate its existing Copco No. 1 and Copco No, 2 plants so as to 
limit fluctuation of the surface of the Klamath River at a recording station 
located one-half (4%) mile below the lower of said plants to a maximum of 
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nine (9) inches per hour increase or decrease, and so that the minimum flow 
of said river at said point is 500 cubic feet per second. 

Article 45. The Licensee shall communicate with the California Archeological 
Surveys, Department of Archeology, University of California, Berkeley, Cali- 
fornia, to-determine the most satisfactory means of accomplishing any necessary 
archeological reconnaissance and salvage at the Iron Gate site. 

Article 46. The Licensee shall consult with the California Department of 
Natural Resources, Division of Beaches and Parks, Sacramento, California, to 
determine means for protecting and enhancing recreational values at the Iron 
Gate site. 

Article 47. The actual legitimate original cost, estimated were not known, 
and the accrued depreciation of the parts of the project completed prior to 
the effective date of the license shall be determined by the Commission as of 
such effective date, in accordance with the Act, and the rules and regulations 
of the Commission, and such cost less such accrued depreciation, so determined, 
shall be the net investment in the project as of such effective date. 

Article 48. The actual legitimate original cost of the parts of the project to 
be completed after the effective date of the license, and of any addition to or 
betterment of the project, shall be determined by the Commission in accordance 
with the Act and the rules and regulations of the Commission thereunder. 

(B) Exhibits J-2 (FPC No. 2082-19), J (FPC No. 2082-77) revised to note 
the exclusion of the existing Keno Development, K-2 (FPC Nos. 2082-21), L-2 
(FPC Nos. 2082-23), L (FPC Nos. 2082-78 through -110), and M (filed April 6, 
1956) revised to note the exclusion of the existing Keno Development are ap- 
proved as part of the license for Project No. 2082. 

(C) This order amending license for Project No. 2082 shall become final 30 
days from the date of its issuance unless application for rehearing shall be 
filed as provided in Section 313(a) of the Federal Power Act and failure to file 
such an application shall constitute acceptance of this order. In acknowledg- 
ment of the acceptance of this order, it shall be signed for the Licensee and re- 
turned to the Commission within 60 days from the date of its issuance. 

Epwarp B. MArsH, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


UNION OIL COMPANY OF CALIFORNIA AND LOUISIANA LAND AND 
EXPLORATION COMPANY, DOCKET NOS. G-4331, G—4332, G—17666, 


G-17667 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDINGS 


(Issued January 13, 1960) 


On May 4, 1948, Union Oil Company of California (Union) and Louisiana 
Land and Exploration Companny (LL&E) entered into a contract to sell Trans- 
continental Gas Pipe Line Corporation (Transco) natural gas produced from 
East White Lake, West White Lake, Fresh Water Bayou, Vinton and Tigre 
Lagoon fields in South Louisiana. The contract provided for daily deliveries 
of 50,000 Mcf minimum, and 60,000 Mcf maximum to comply with Transco’s 
needs. The price prescribed was 7.647¢ @ 15.025 psia for five years, with 
periodic escalations of 1.0¢ each five years, and the contract contained indefinite 
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price escalation provisions in the form of two-party favored nations clause, 
third-party favored-nations clause, and comparative bona fide offer clause cover- 
ing 25 south Louisiana Parishes. 

On February 2, 1951, the contract was amended to require Transco to absorb 
the Louisiana Gas Gathering Tax of 1.0¢ per Mcf. On September 6, 1952, the 
contract was amended increasing the price to 9.797¢ per Mcf, including the gas 
gathering tax for the period from July 1, 1952, to November 1, 1954, and the 
third-party favored-nations clause was suspended during that period. 

Rates as high as 20¢ per Mcf were being offered for new purchases of gas in 
this area, which would have activated the favored-nations provisions of this 
contract, so Transco and LL&E entered negotiations to fix a contract price for 
the gas effective November 1, 1954, when the third-party favored-nations clause 
should again become effective. 

On November 17, 1953, which was prior to the decision of the Supreme Court 
in the Phillips case,’ Transco, Union, and LL&E entered into five new contracts, 
superseding the basic contract, each limited to one of the five fields covered 
by the basic contract. The new contracts provided for a price of 17¢ per Mcf, 
including 1.0¢ gathering tax, to be effective from November 1, 1954 to November 
1, 1959, with the same fixed periodic price escalations and the same indefinite 
price escalations contained in the basic contract. 

By this latter contract, Union and LL&E dedicated an additional 383 million 
Mcf of gas to the contract, which was tantamount to a new sale. On July 8, 
1954, Union dedicated an additional 100 million Mcf of gas to the contracts. 
The maximum daily takes under the contract, which had previously been raised 
from 60,000 Mcf to 87,000 Mcf, was now increased to 125,000 Mcf, and the third- 
party favored-nations clause and bona fide offer clauses were eliminated from all 
contracts.” 

After the decision of the Supreme Court in the Phillips case, Union and LL&E 
filed their contracts with Transco as rate schedules. The Commission promptly 
suspended the rate increases which had been agreed to by the parties on Novem- 
ber 17, 1953, to become effective November 1, 1954. The Union rates were 
suspended in Docket No. G-4331 and the LL&E rates in Docket No. G—4332. 

Hearings were held in Docket Nos. G-4331 and G-4332* and subsequently 
the Commission in its Opinion No. 300 affirmed the presiding examiner’s deci- 
sion holding that Union and LL&E failed to establish a prima facie showing 
justifying the proposed increased rates and charges. An appeal was taken to 
the Fifth Circuit Court of Appeals and the Court’s decision remanded the 
ease to the Commission for further proceedings to afford Union and LL&E 
further opportunity to justify the proposed increased rates. 

On December 29, 1958, Union tendered for filing increased rates and charges 
based on the Louisiana severance tax which were designated Supplement No. 
6 to its FPC Gas Rate Schedule No. 2, Supplement No. 3 to its FPC Gas Rate 
Schedule No. 3, Supplement No. 3 to its FPC Gas Rate Schedule No. 4, Supple- 
ment No. 4 to its FPC Gas Rate Schedule No. 6, Supplement No. 2 to its FPC 
Gas Rate Schedule No. 17, and Union and LL&E filed Supplement No. 4 to 
their FPC Gas Rate Schedule No. 5. These proposed increased rates were 
suspended by the Commission until January 30, 1959, in Docket Nos. G—17666 
and G—17667, because the Commission questioned Union and LL&E’s interpre- 
tation of the tax provisions of the aforementioned rate schedules. 


1 Phillips Petroleum Company v. Wisconsin, 347 U.S. 672. 

? This factual history appears in our Opinion No. 300, 16 F.P.C. 100 (105 to 107). 

® These dockets were consolidated with the proceedings in Morris Rauch, et al., Docket 
No. G—4334, and Bel Oil Corporation, Docket No. G-4505, for the purposes of hearing. 
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A prehearing conference was scheduled May 7, 1959, for the purpose of 
expediting the further hearings in the proceedings which were remanded to 
the Commission by the Fifth Circuit, as noted above. At the conference the 
examiner and staff counsel were advised that settlement negotiations were in 
progress. Accordingly, the presiding examiner postponed further proceedings to 
enable the parties to reach a settlement. 

During these negotiations, applicants submitted to the parties cost data, which 
Union had prepared from its books and records, to support its rate increases. 

After several months of active negotiation, a settlement agreement was reached 
and tendered for filing by Union, LL&B, Transco, and the principal customer 
intervenors on December 9, 1959, pursuant to Section 1.18(e) of the Commis- 
sion’s Rules of Practice and Procedure in the above-captioned dockets. This 
agreement was signed by the two applicants and by Transco and its principal 
customers, but not by the Commission staff and some of the intervenors. We 
should note, however, that the nonsigning intervenors have been fully advised 
of the terms of the offer of settlement and given every opportunity to present 
any objections to its acceptance. Although they have been well aware of the 
importance of disposing of this controversy, the intervenors who have not signed 
the settlement agreement have not called to our attention any considerations 
which in their view would tend to weigh against acceptance. We do not mean 
by this, of course, to shift our responsibility, but, nevertheless, we are of the 
opinion that valid objections should be timely considered. 

The settlement agreement contemplates that these proceedings be settled on 
the following basis: 

(1) From November 1, 1954 through January 31, 1955 the price shall be 
8.79715¢ per Mcf at 15.025 psia. 

(2) A settlement price of 15¢ per Mcf from February 1, 1955 through July 31, 
1959. 

(3) Beginning August 1, 1959 the price shall be 16¢ per Mcf at 15.025 psia. 

(4) A refund by Union and LL&E to Transco of the difference between the 
16¢ per Mcf and 15¢ per Mcf for the period February 1, 1955 through July 31, 
1959 including interest at 6% per annum. 

(5) Favored-nation provisions would be eliminated from the gas-purchase 
contracts between Union, LL&E and Transco and there would be substituted 
for the presently provided escalations 1.0¢ per Mcf periodic increases on No- 
vember 1, 1962, November 1, 1966 and November 1, 1970. 

(6) Withdrawal of the proposed increase of 1.0¢ per Mcf filed by Union and 
LL&E September 29, 1959 and which was suspended by the Commission until 
April 1, 1960. 

(7) The dedication by Union and LL&E of additional surface acreage and 
for an increase in depth limitation in the West White Lake Field, for increases 
in depth limitation in the Tigre Lagoon and Freshwater Bayou Field, and for 
the redetermination of reserves within such dedicated areas and for the estab- 
lishment of new delivery rates based on such redetermined reserves. The rede- 
termination of such new reserves is to be accomplished within ninety days from 
the amendment of the present contracts between Union, LL&E and Transco. 

(8) For purposes of this settlement the parties also agreed to tax reimburse- 
ment of (a) one cent per Mcf for the period November 1, 1954 to August 1, 1958, 
und (b) one and three-fourth’s cents per Mcf from August 1, 1958 to date, and 
thereafter until present tax rates may be changed above or below 2.3¢ per Mef. 

(9) In the event the Commission establishes a schedule of area prices as an 
aid in the determination of just and reasonable producer rates, Union and LL&E 
retain the right to file for an increase if the schedule entitles them to a higher 
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price than they are then receiving. (We point out, however, that a mere right 
to file insofar as the parties are concerned does not go to the merits of any such 
filing.) 

(10) Union shall have the right, without objection from the parties to the 
settlement, to move the Commission for a dismissal of the pending Section 5(a) 
proceeding against Union respecting the rates provided in the contracts here 
concerned. 

In support of the proposed settlement agreement, Union and LL&E state, 
inter alia, that the deletion of the favored-nation provisions in the existing con- 
tracts will result in stabilizing prices and eliminating the need for formal hear- 
ings on rate cases arising from such provisions and that current sales of gas in 
South Louisiana are being made at as much as seven cents per Mcf more than 
the prices contained in the settlement agreement. In addition, Union and 
LL&E state that the estimated 50,000 Mcf per day additional dedication of gas 
reserves will result in $17,337,500 less revenues over the life of these contracts 
at the price contained in the settlement agreement than if sold at the prices 
recently certificated by this Commission from the same general area. 

Applicants have now filed with their offer of settlement the same cost support 
data which was submitted to the parties endeavoring to negotiate a settlement 
of this case. 

The cost data submitted is based upon several different methods of allocation 
of indirect costs between joint oil and natural-gas products. Under all methods 
of allocation in each of the exhibits submitted by applicants the cost of produced 
gas exceeds the compromise figure arrived at by applicants and their pipeline 
purchaser and its principal distributing company customers. If a sales realiza- 
tion formula of joint-cost allocation is applied, however, the cost of Union- 
produced gas outside of California would be shown as less than the figure set 
forth in the compromise agreement. 

Without accepting or rejecting any specific accounting method of allocating 
joint costs, we believe that the compromise figure set forth in the offer of settle- 
ment is a reasonable compromise of the issues in this case. And considering the 
agreement of applicants, as part of the compromise offer, to develop and make 
available to this pipeline purchaser and its customers an additional 50,000 Mcf 
of gas daily, and considering the elimination of indefinite pricing provisions 
from the gas purchase contract proposed in the offer of settlement and its effect 
in stabilizing the price of this gas, we consider the acceptance of this offer of 
settlement to be in the public interest. 

The settlement offers dedication of additional gas reserves, withdrawal of a 
proposed 1.0¢ per Mcf increase, and an agreement as to the amount of refund 
involved in the proceedings in Docket Nos. G-4331 and G-4332. Also, the pro- 
posed settlement agreement would be beneficial to the public and advantageous 
to all concerned, by relieving the Commission, the producers, and Transco, as 
well as customer companies, of the time and expense which might be necessary 
to the conduct of formal proceedings in such rate cases as might otherwise arise 
under the favored-nation clauses, and all such indefinite escalation clauses should 
be eliminated from producer contracts as they have been from pipeline rate 
schedules. The resulting stability in gas costs would be welcome to those seg- 
ments of the natural-gas industry here involved. Furthermore, freeing the 
Commission from the need of considering such erratic proposed increases would 
enable us to concentrate our efforts on other matters having more direct value 
for the public and the consumers. 

Nevertheless, we desire to make it clear that acceptance of this settlement 
shall not be construed as present approval of any future increased rates proposed 
by Union and LL&E under the fixed escalation provision or otherwise. 
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The Commission finds: 


(1) The proposed settlement of these rate proceedings on the basis described 
herein, as more fully set forth in the settlement agreement filed by Union, LL&E 
and the principal customer intervenors, with the Commission on December 9, 
1959, is in the public interest and appropriate to carry out the provisions of the 
Natural Gas Act and should be approved and made effective as hereinafter 
ordered. 

(2) Good cause exists for terminating the proceedings in Docket Nos. G-4331, 
G-4332, G-17666, and G—17667. 





The Commission orders: 


(A) The Offer of Settlement agreement filed by Union, LL&E and the prin- 
cipal customer intervenors on December 9, 1959, is hereby approved in accordance 
with the provisions of this order. 

(B) Within 45 days from the date of issuance of this order Union and LL&E 
shall refund to Transco the difference between the amounts collected from 
Transco and the rate agreed upon in the settlement agreement from February 1, 
1955 through July 31, 1959, together with simple interest at the rate of 6 
percent per annum, from the respective dates of receipt of said excess amounts 
by Union and LL&E to the date of refund. Union and LU&E shall bear all 
costs incidental to the making of such refunds. 

(C) Within 60 days from the date of issuance of this order, Union and 
LL&E shall report to the Commission in writing and under oath the details 
of its calculations resulting in refunds ordered pursuant to paragraph (B) 
above, together with copies of releases from Transco with respect to such 
refunds. 

(D) Union and LL&E shall execute with Transco amendments to the gas 
purchase contracts to implement the provisions of the settlement agreement 
and file with the Commission within 30 days from the issuance of this order 
such amendments as supplements to the contracts involved. 

(E) The proceedings in Docket Nos. G-4331, G-4332, G—17666 and G—17667 
upon compliance with paragraphs B, C, and D above, are hereby terminated. 

(F) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings, which are presently 
being heard, or in any other proceedings now pending or hereinafter instituted 
by or against Union and LL&E or any other company. 

Chairman Kuykendall concurring, filed a separate statement. 

Commissioner Connole dissenting, filed a separate statement. 

Commissioner Hussey recused. On the original hearings of this case before 
the Federal Power Commission, I appeared in my then capacity as Commis- 
sioner of Conservation for the State of Louisiana and filed a statement of 
position. Because of this fact, I consider it proper that I be recused from this 
case, and accordingly I do not participate therein. 
































KUYKENDALL, Chairman, concurring: 





The members of the Commission who comprise the majority in this case 
have considered fully the contention, expressed in the dissenting statement, 
that a statutory finding that a suspended rate is just and reasonable is a 
prerequisite to the termination of the suspension. I do not and cannot find 
any language in the Natural Gas Act which requires such a finding either for 
accepting a changed rate without suspension, or for terminating the suspension 
of a rate after receipt of facts which unequivocably show that such termination 
is in the public interest. 
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This settlement should be approved, not merely because the buyer and seller 
have agreed, but because we also have the competent favorable recommenda- 
tion of customers of the buyer, all buttressed by cost analyses which 
satisfactorily support the results we now approve. 

In fact, were we prepared today to choose one of several proposed methods 
of allocation, we could make the technical finding that the rates herein 
accepted are “just and reasonable” as those words are used in section 4 of 
the Act. We should not take that step today, but that does not inhibit our 
approving this settlement, which we know is “just and reasonable’ within the 
ordinary, well understood meaning of those words, if not within the technical 
statutory scope thereof. The agreement of the parties eliminates the need for 
the technical finding, and all the facts before us demonstrate clearly that 
consumers will be protected and the public interest will be served by the order 
we now issue. We should use all lawful means to avoid administrative hear- 
ings and delays when we can do so and still fully perform our duty to protect 
consumers, rather than keep both consumers and the industry in a state of 
uncertainty, when it is not necessary to do so. 

Furthermore, I wish to make it clear that I do not, at this time, commit 
myself to the rate-base method of fixing gas producers’ rates, nor do I believe 
the Commission should deliberately confine itself to such a restricted path if 
the law does not require it. 

Mr. Justice Jackson, in his separate opinion in Colorado Interstate Gas 
Company vs. Federal Power Commission, 234 U.S. 581, stated more clearly 
than could I, some of the prime considerations which intelligent, though per- 
haps not familiar, comfortable, or traditional rate regulation demands, insofar 
as it is applied to natural gas producers. 

In part he said: 

Farsighted gas-rate regulation will concern itself with the present and 
future, rather than with the past, as the rate-base formula does. It will 
take account of conditions and trends at the source of supply being regu- 
lated. It will use price as a tool to bring goods to market—to obtain 
for the public service the needed amount of gas. Once a price is reached 
that will do that, there is no legal or economic reason to go higher, and 
any rate above one that will perform this function is unwarranted. If 
the supply comes from a region where there is such over-production that 
owners are ready to sell for less than a fair return on their investment, 
there is no reason why the public should pay more. On the other hand, 
if the supply is not too plentiful and the price is not a sufficient incentive 
to exploit it and fails to bring forth the quantity needed, the price is 
unwisely low, even if it does square perfectly with somebody’s idea of 
return on a ‘rate base.’ The problem, of course, is to know what price 
level will be adequate to perform this economic function. 

The law permits, and the public interest requires approval of this rate 
settlement. 


Connote, Commissioner, dissenting: 


To resolve the issues presented in this proceeding under the conditions pro- 
posed in the settlement unquestionably has some of the beneficial results 
ascribed to it by majority opinion. There can be no denial, for example, that 
there will be a definite advantage accruing to this Commission and to the public 
interest as a result of the elimination of certain indefinite escalation clauses. 
Undeniably, also, our case load will be affected to some degree at least and 
future costs of purchased gas can be predicted with a greater measure of ac- 
curacy. The important consideration, however, is whether these results are 
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worth compromising some basic principles of rate regulation. Indeed, it is 
even more basic than that. Are these benefits the result of the settlement, or 
could they be obtained in some other way without the need to depart from 
any principles or to employ any untried and unenforceable negotiation technique? 

While elimination of the escalation clauses mentioned in the preceding para- 
graph might not be enforceable by us in a rate making order and hence does 
amount to an identifiable gain in the public interest as a result of a negotiation, 
there are other negotiated points of agreement that are advanced to justify 
accepting the settlement. They are the price, so to speak, of departing from 
regulation and accepting negotiation. In part the approval of the settlement 
and the fixing of the rates for the future on the basis contained in the settle 
ment have been inferentially recognized as the source of these advantages. I 
refer here to the agreement to make available additional gas and the withdrawal 
of a proposed 1¢ per Mef increase." These advantages, I maintain, are not 
uniquely available from the fact of settlement. 

Additional gas continues to be available in the south Louisiana area and 
contracts for the purchase of such gas continue to be filed with us as part of 
applications for authority to expand existing systems or construct new ones. 
I do not believe that we should abandon efforts to answer the critical question 
of rate level in this case in reliance on the availability of additional gas. I do 
believe, however, there is something significant in the fact that additional reserves 
are dedicated at the same prices as the gas already under contract. It suggests 
to me at least that it is not quite as impossible as we had previously been told 
for producers and purchasers of natural gas in south Louisiana to reach agree- 
ment on purchases of new reserves at prices consistent with the level that 
prevailed prior to 1956. 

The elimination of a proposed price increase does not in itself have any sig- 
nificance insofar as the justness and reasonableness of the rates under investiga- 
tion here are concerned. Regardless of the effect it may have had in improving 
the bargaining position of any of the parties, I do not believe this Commission’s 
responsibility can be discharged by measuring how much one party or the other 
has been willing to surrender out of whatever bargaining advantages it may 
have had at its disposal. 

Accordingly, I am unable to agree that to dispose of this proceeding on the 
terms reached by the parties after negotiation will bring about so many advan- 
tages that it outweighs the need to make a finding of justness and reasonableness 
and, in point of law, removes the legal necessity of making such a finding. I do 
not find these advantages unobtainable in any other way nor do I find them of 
such benefit they justify reversing the logical order of things, to wit; to reach 
eonclusions on major premises of law and principle first and then to decide 
specific cases in accord with them. This order follows the procedure of deciding 
cases first and leaves the formulation of the principles on which they are decided 
until later. 

It is difficult at best to fit the concept of a negotiated settlement into the 
narrow strictures of our statutory and Constitutional responsibility. On occa- 
sions in the past when the Commission has approved so-called settlement prices 
it was possible to find that the rates were just and reasonable on the basis of 
the materials filed in support of that settlement price. 


1 Additionally, appropriate escalation clauses in the contracts allegedly recognize a 
contractual right in the producers to file for rates as high as 23¢ per Mcf to become effec- 
tive in the near future. Although we are advised that the avoidance of such a possibility 
was one result of this settlement the record does not disclose its role in compelling settle- 
ment. Certainly, however, some effort may be inferred. 
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Here, however, the Commission is unable to make a conclusion that the rates 
were just and reasonable principally because we have not yet answered the basic 
questions that must be answered before we can adopt or reject or even modify 
any of the proposals made in conjunction with this offer of settlement. Accord- 
ingly, it is not possible to dispose of this proceeding, or for that matter any other 
Similar independent producer price proceeding, on the basis of a settlement price 
unless that price is supported by data which cannot be viewed in any light ex- 
cept in support of the proposed price. This was the approach, for example, that 
was followed in Associated Oil and Gas Company, Docket No. G—8519, wherein 
the Commission in its Order Terminating Proceedings issued August 31, 1959, 
terminated a suspension after applicants had filed cost-of-service data in support 
of a proposed settlement. There we said, “* * * the proposed rates * * * would 
be no more than necessary to meet the revenue requirements of applicant under 
any method proposed.” We specifically found those rates to be no more than 
just and reasonable. 

This proceeding is one of the basic cases in which the duties and responsibili- 
ties of the Commission in finding just and reasonable rates were set out by the 
Circuit Court and the Supreme Court. One of the arguments advanced by the 
parties at the outset of the hearing and on oral argument before us was the 
contention that the rates as proposed in the original filing were arrived at by 
arms-length bargaining and, hence, represented the best thinking of a willing 
buyer and a willing seller acting without any compulsion. We rejected this 
position as a test of justness and reasonableness. A settlement price does not 
differ in substance from such an arms-length negotiation. If the Commission 
rejects arms-length bargaining as a measure of justness and reasonableness and 
the court approves our rejection, I do not see how we can accept the result of 
such bargaining when carried on after the position of the parties has matured 
by living through the development period of regulation. 

For the reasons rather comprehensively, I think, set out Jn the Matters of The 
Shamrock Oil and Gas Corporation, Docket Nos. G—9146 and G—9498, Opinion No. 
332, issued November 20, 1959, 22 FPC 882, I think no rate suspension order may 
be terminated without having answered the question the Commission set out 
to answer in the first place. I think the law is perfectly plain on this. Further- 
more, I believe that the proposal here, as superficially attractive as it may be, 
does not differ in substance from a bargained price agreed to by the parties. 
Since we are unable to make the determination of justness and reasonableness 
here, I am compelled to differ from my brethren in the conclusion this Opinion 
and order reaches. 

Lest there be any misunderstanding of my position, I append what follows at 
the end, where the classic newspaper tradition tells us it will be remembered. 

I do not oppose efforts on the part of willing buyers and willing sellers to 
agree on prices for natural gas that will avoid controversy and still result in 
just and reasonable producer prices. The rub comes however, at this point 
because we simply have no way of measuring whether the outcome of these 
arms-length bargaining sessions are rates that meet the statutory requirements. 
After all, we are not a federal mediation board trying to bring discordant parties 
into substantial agreement. We are charged with an independent responsibility 
of measuring justness and reasonableness of those rates which have been en- 
trusted to us for regulation. This must be done by means of applying sound 
principles of economics and law to known or discoverable facts. Since we have 
not yet derived the principles of law or economics which we can apply to the 
facts in this proceeding, it is impossible to discharge our obligation. Until the 
Commission has at its disposal such principles or unless the special circumstances 
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of certain rate proceedings make it possible to reach a conclusion even without 
them (as in the Associated case above for example), I shall continue to urge 
that the Commission avoid approving permanently rates which have been sus- 
pended by us on the sole strength of an offer of settlement. 

The urge to resolve rate cases before the principles of resolving them have 
been established has an undeniable attraction as a method of stabilizing prices, 
especially when these increases are the results of operation of favored nation 
or redetermination clauses. Now stability does not mean stagnation. There 
must be some extrinsic validity to the level at which the rates are stabilized. 
To the extent that stability of prices is an end in itself, however, a vastly more 
effective method is found in the employment of the Commission’s power to 
condition any certificates at prices no higher than the threshold price in the 
area. This preserves the price structure during the period of examination and 
avoids the filing of rate increases until underlying rates are verified and 
justified. 

This case argues the validity of that point. The price level finally agreed 
to by the parties is at or close to the price which prevailed in southern Louisiana 
prior to 1955. The proposed price of 23¢, the avoidance of which partly supports 
the acceptance of the settlement, was triggered chiefly by the CATCO® decision 
and those which followed it and the increase which was originally suspended 
in these proceedings itself was the result of a new plateau of prices stemming 
from purchases by Transco in the area. 

I suggest that the proper method of achieving stability in prices is to permit 
no new contract prices in an area that would disturb price relationships without 
a finding that they are required by the public convenience and necessity. The 
principles of rate regulation we are so laboriously hammering out could then be 
applied not to the fait accompli of an unstable price structure but to a stable 
one that could respond to the conclusion we finally announced. I daresay there 
would have been more conspicuous enthusiasm displayed by the affected parties 
if they had such a stake in accelerating the determination of the general prin- 
ciples! This is the method we have been twice urged by the Supreme Court to 
follow * and which has always seemed to me to be the reasonable one. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole, Arthur Kline and John B. Hussey. 


THE CALIFORNIA OREGON POWER COMPANY, DOCKET NO. E-6904 
ORDER AUTHORIZING THE ACQUISITION AND MERGER OR CONSOLIDATION OF FACILITIES 
(Issued January 14, 1960) 


The California Oregon Power Company (Applicant), incorporated under the 
laws of the State of California and qualified to do business as a foreign corpora- 
tion in the State of Oregon, with its principal place of business at Medford, 
Oregon, filed an application on October 1, 1959, as supplemented January 4, 1960, 
for an order, pursuant to Section 203 of the Federal Power Act, authorizing it to 
acquire and to merge or consolidate with its own facilities certain electric dis- 


2 Continental Oil Company, G-11024, et al., 17 FPC 880. 

3 The Atlantic Refining Company, et al. v. Public Service Commission of the State of 
New York, et al., 360 U.S. 778; Public Service Commission of the State of New York v. 
F.P.C. and United Gas Improvement Company v. F.P.C., 361 U.S. 195. 
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tribution facilities located in Weed, California, of the International Paper Com- 
pany (International), a non-public utility, which is a corporation organized 
under the laws of the State of New York. 

The facilities proposed to be acquired by Applicant under its agreement, dated 
September 10, 1959, with International comprise approximately 32,000 feet of 
low voltage electric distribution circuits located adjacent to the manufacturing 
plant of International at Weed, California, an unincorporated community. The 
distribution circuits, which consist of poles with their attachments, conductors, 
transformers, services, meters, and street lighting equipment, are presently used 
by International to distribute electric energy to about 494 private customers, 
mostly employees of the company and others living within the company-owned 
area of the community.’ The purchase price for the above-described facilities 
will be $85,000, plus any California sales or other taxes imposed upon the sale 
or transfer. 

Applicant is an operating public utility that is engaged in the production, 
transmission, distribution, and sale of electric energy to approximately 89,000 
customers in the Counties of Del Norte, Modoc, Shasta, Siskiyou, and Trinity 
in northern California, and in the Counties of Douglas, Jackson, Josephine 
Klamath, and Lake in southern Oregon. It furnishes electric service to a portion 
of the community of Weed, and its electric facilities are connected with those 
of International. As of July 31, 1959, Applicant’s total utility plant was recorded 
at $169,500,000, with total reserves applicable to utility plant of $18,300,000; and 
its revenues for the twelve months ending on that date aggregated $23,200,000. 

International is a non-public utility engaged primarily in the manufacture of 
lumber products. It owns and operates a large sawmill, plywood plant, and 
several related wood processing plants, which constitute the major industry of the 
community of Weed, California; and in connection with these activities, it 
operates a steam electric generating plant, which supplies electric energy to its 
distribution circuits serving the mill and related plants as well as the afore- 
mentioned distribution lines that serve about 494 private customers. Inter- 
national wishes to retain the generating plant and the millsite distribution 
circuits but to dispose of its other electric facilities inasmuch as furnishing 
electric service for other than manufacturing operations is no longer a necessary 
adjunct to its principal business of manufacturing lumber products. 

The application states that the facilities to be purchased, following certain 
modifications thereof to provide connections with its own lines and additional 
capacity, will be utilized by Applicant for the purpose of furnishing electric 
service to the same customers presently served by International. The applica- 
tion further states that although this transaction may result at present in a 
reduction in sales of supplemental power at a special sawmill rate by Applicant 
to International, such will be more than offset by Applicant’s accompanying 
increase in retail sales.” 

Applicant states that the proposed acquisition and merger or consolidation of 
facilities will be consistent with the public interest because thereby the re- 
sponsibility of rendering electric service to the entire community of Weed, 
California, will be placed upon one company instead of two companies with ill- 
defined service areas; the rates for electric service paid by present customers 


1 Other electric facilities in the community owned by International, consisting of a 
generating plant and millsite distribution facilities, are excluded from the contemplated 
sale. 

2In addition, it is anticipated that Applicant’s sales of supplemental power to Inter- 
national actually will increase in the near future because increased power requirements 


of that company’s manufacturing plants are expected to exceed the capacity of its steam 
generating plant. 
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of International are similar to those which will be charged those customers, or 
future customers, in that area under Applicant’s rate schedules; and a limitation 
will no longer be imposed upon the amount of service available to those customers 
after the proposed transfer of facilities to Applicant is completed. 

After a complete physical inventory of the facilities to be acquired was made, 
the original cost of such facilities, as of July 31, 1959, was estimated to be $60,263, 
with an applicable depreciation reserve of $20,014." Thus, an acquisition adjust- 
ment of $44,751 would have been created as of that date by the proposed trans- 
action based upon a purchase price of $85,000. Applicant proposes to eliminate 
immediately the entire amount representing the acquisition adjustment herein 
by a charge to its Earned Surplus account. 

Written notice of the application has been given to the California Public 
Utilities Commission and the Oregon Public Utility Commissioner, and to the 
Governor of each of those States. Notice was also published in the Federal Reg- 
ister on October 15, 1959 (24 F.R. 8388), stating that any person desiring to be 
heard or to make any protest with reference to the application should file a peti- 
tion or protest on or before October 29, 1959, with the Federal Power Commis- 
sion, Washington 25, D.C. No petition or protest or request to be heard in op- 
position to the granting of the application has been received. 

By order dated December 29, 1959, the California Public Utilities Commission 
authorized Applicant to acquire and to merge or consolidate with its own facili- 
ties the considered electric distribution facilities of International in the manner 
set forth above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
203 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued April 24, 


1958, The California Oregon Power Company, et al., Docket Nos. E-6777 and 
E-6778 (19 FPC 573). 

(2) By the proposed transaction, as described above, Applicant will merge or 
consolidate its facilities subject to the jurisdiction of the Commission with those 
of International, another person, within the meaning and subject to the require 
ments of Section 203 of the Act. 

(3) The proposed acquisition and the merger or consolidation of the facilities 
of International by Applicant with its own facilities, as described above, upon 
the terms and conditions specified in the application and subject to the provisions 
of this order, will be consistent with the public interest as expressed in Section 
203 of the Act for the reasons set forth in the recital above. 

(4) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed acquisition and merger or consolidation of the facilities 
of International by Applicant, all as described above, are hereby authorized 
and approved upon the terms and conditions set forth in the application, subject 
to the provisions of this order. 

(B) This authorization is subject to the condition that Applicant shall deter- 
mine the original cost and the amount of the reserve for depreciation determined 
to be applicable to the facilities to be acquired by Applicant from International, 


3 Since no historical cost record has been kept by International, the year of installing 
various construction items was established in the cost survey partly from whatever rec- 
ords were available but chiefly from the recollections of International’s employees. After 
the year of installation was determined, the various items were priced according to the 
installed untt prices by years of comparable items in Applicant’s cost records. Accrued 
depreciation on the facilities was computed by the straight-line method. 
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as provided in the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees, and shall file appropriate Journal entries based 
upon such original cost and reserve for depreciation within six months from the 
date of consummation of the transaction herein authorized. 

(C) Applicant shall record the transaction herein authorized and the facilities 
and properties described above as provided in the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees; and Applicant shall 
dispose of the electric plant acquisition adjustment resulting from the proposed 
transaction by a debit to Account 271, Earned Surplus. 

(D) This authorization shall expire unless the transaction herein authorized 
is consummated within 90 days from the date of issuance of this order. 

(E) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any matter what- 
soever now pending or which may come before this Commission or any other 
regulatory body. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 














NEMOURS CORPORATION (OPERATOR), ET AL., DOCKET NO. G—20114 


ORDER ACCEPTING OFFER OF SETTLEMENT 


(Issued January 14, 1960) 





On October 26, 1959, Nemours Corporation (Operator), et al. (Nemours) 
tendered for filing Supplement No. 5 to its FPC Gas Rate Schedule No. 3, pro- 
posing an increased rate and charge for its jurisdictional sales of natural gas 
to Tennessee Gas Transmission Company (Tennessee Gas) from the Bethany 

be Field, Panola County, Texas. By Order issued herein on November 20, 1959, the 
Commission suspended and deferred the use of said Supplement No. 5 until 

“ April 26, 1960. 

On December 10, 1959, Nemours, in behalf of its self and its non-operating 
co-party in interest, tendered an Offer of Settlement pursuant to Section 1.18(e) 
of the Commission’s Rules of Practice and Procedure. 

In its Offer of Settlement, Nemours stated that, in consideration for allowing 
the suspended rate of 14.42480¢ per Mcf to be made effective upon the effective 
date of the order of acceptance and the termination and dismissal of this pro- 
ceeding, Nemours would agree to eliminate from said rate schedule the favored- 
nation and price-redetermination clauses and substitute 1.0¢ per Mcf periodic 
increases in November 1964, November 1969 and November 1974 for the 1.0¢ per 
Mcf increase every five years to a maximum rate of 16.5¢ per Mcf in November 
1974. 

In support of its Offer of Settlement, Nemours states, inter alia, that the 
favored-nation and price-redetermination provisions were important elements of 
consideration required by Nemours for the long-term commitments of these gas 
reserves to the performance of the contract; that these two elements of con- 
sideration provided sellers with a means of protecting themselves against in- 
flation and increased valuation of gas during the long term of the contract; 
and that these provisions were included in the contract after arm’s-length nego- 
tiations. Nemours states that it is now willing to give up the advantage of the 
provisions of this contract in the interest of settling this case. 

Tennessee Gas has concurred in the Offer of Settlement and has agreed, in 
the event the offer is accepted by the Commission, to make the contract changes 
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or amendments provided for in the offer. None of its customers has intervened 
in these proceedings or expressed on the record any opposition to the Offer of 
Settlement. 

In the judgment of the Commission, settlement of this case in accordance with 
the Offer of Settlement is desirable in the public interest and appropriate to 
carry out the provisions of the Act. Nemours is proposing to eliminate the 
favored-nation and price-redetermination clauses in the contract with Tennessee 
Gas involved herein, to waive all its future rights and benefits thereunder, and 
to convert the annual escalation now provided in the contract to a fixed 1.0¢ 
per Mcf escalation in November 1964, November 1969, and November 1974. 

The proposed Offer of Settlement would be beneficial to the public and ad- 
vantageous to all concerned, by relieving the Commission, the producers, and 
Tennessee Gas, as well as customer companies of the time and expense which 
might be necessary to the conduct of formal hearings in such rate cases as 
might otherwise arise under the two clauses. The resulting stability in gas 
costs would be welcome to all segments of the natural-gas industry. Further- 
more, freeing the Commission from the need of considering such proposed in- 
crease would enable it to concentrate its efforts on other rate cases and other 
matters having possibly more serious consequences for the public and the 
consumer. 

However, it should be made clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Nemours under the fixed escalation provisions or otherwise. 


The Commission further finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Nemours with the 
Commission on December 10, 1959, and in the Appendix* to this order, is in the 
public interest and appropriate to carry out the provisions of the Natural 
Gas Act and should be approved by the Commission and made effective as 
hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Nemours on 
December 10, 1959, is hereby approved in accordance with the provisions of 
this order. 

(B) Nemours shall execute with Tennessee Gas amendments to these parties’ 
Gas Purchase Contract dated March 24, 1954, filed with the Commission as 
Nemours’ FPC Gas Rate Schedule No. 3, in accordance with Appendix A, 
attached hereto. 

(C) Nemours shall, within 30 days from the date of issuance of this order, 
file with the Commission a supplement to the aforesaid FPC Gas Rate Sched- 
ule No. 3, under Part 154 of the Commission’s Regulations under the Natural 
Gas Act, the executed agreement with Tennessee Gas required by paragraph 
(B) above. 

(D) Upon the date that Nemours makes a satisfactory filing in accordance 
with paragraph (C) above, Supplement No. 5 to Nemours’ FPC Gas Rate 
Schedule No. 3 shall be effective as of the date of this order, and the pro- 
ceeding in Docket No. G—20114 is terminated. 

(E) The acceptance of this Offer is without prejudice to any findings or 
determinations that may be made in any proceedings, which are presently 
being heard, or in any other proceeding now pending or hereinafter instituted 
by or against Nemours. 


*Omitted in printing. 
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Commissioner Connole dissenting because of the lack of finding of justness and 
reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. Supp. 
411) 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole, Arthur Kline and John B. Hussey. 


OKLAHOMA GAS AND ELECTRIC COMPANY, DOCKET NO. E-6915 
ORDER AUTHORIZING ACQUISITION AND MERGER OR CONSOLIDATION OF FACILITIES 
(Issued January 14, 1960) 


Oklahoma Gas and Electric Company (Applicant), incorporated under the 
laws of the State of Oklahoma and qualified to do business as a foreign 
corporation in the State of Arkansas, with its principal business office at 
Oklahoma City, Oklahoma, filed an application on December 4, 1959, as amended 
December 24, 1959, for an order, pursuant to Section 203 of the Federal Power 
Act, authorizing it to acquire and to merge or consolidate with its own facilities 
all of the electric utility properties of Yukon Electric Company (Yukon Elec- 
tric), also incorporated under the laws of the State of Oklahoma, with its 
principal business office at Yukon, Oklahoma. 

Applicant proposes to purchase, in conformity with the terms of an agree- 
ment dated November 17, 1959, with Yukon Electric, all of the latter com- 
pany’s electric properties and related assets for a consideration of 11,700 shares 
of its Common Stock, par value $5 per share, which it agrees to issue to 
Yukon Electric. Applicant, in addition, agrees to assume liability for the 
payment of the Customers’ Deposits of Yukon Electric, which amounted to 
$6,495, as of October 31, 1959. 

The electric facilities to be purchased by Applicant from Yukon Electric 
consist of 19.92 pole miles of distribution lines (of which 7.21 pole miles are 
located outside of the corporate limits of Yukon, Oklahoma), together with 
other related equipment and appurtenances. The facilities, which constitute 
all of Yukon Electric’s operating facilities, provide electric service to about 
1,050 customers in the City of Yukon, Oklahoma and its environs, having an 
estimated population of 3,000. Yukon Electric has been obtaining its power 
requirements from Yukon Mill and Grain Company, in which the stockholders 
are substantially the same, being from the same family group as those in 
Yukon Electric. 

Applicant is engaged in the generation, purchase, transmission, distribution 
and sale of electric energy to approximately 330,000 customers located in 44 
counties in Oklahoma and 7 counties in western Arkansas. Its service area, pre- 
dominantly in Oklahoma, surrounds that of Yukon Electric. As of October 31, 
1959, Applicant’s total utility plant was recorded at $287,363,935, with an ap- 
plicable Reserve for Depreciation of $41,364,821; and its total revenues for the 
twelve months ending on that date aggregated $57,554,296. 

The application states that there will be no change in the use of the facilities 
to. be purchased after their acquistion by Applicant. The consummation of 
this transaction, however, will terminate the existing arrangement whereby 
Yukon Mill and Grain Company supplies all of Yukon Electric’s electric 
energy requirements. 

The application sets forth that the proposed acquisition and merger or con- 
solidation of facilities will be consistent with the public interest because the 
integration of Yukon Electric’s system into that of Applicant will strengthen its 
power source and improve its voltage uniformity, thereby achieving greatly im- 
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proved operating efficiency in the area. Moreover, the existing rates of Ap 
plicant, which are substantially the same as those of Yukon Electric, will pro- 
duce the overall effect of a slight reduction in charges to customers in the area 
affected. 

Applicant proposes to acquire and record the following assets of Yukon Elec- 
tric and to assume and record the following liability of that company, all as of 
October 31, 1959 (subject to closing adjustments) : 





ASSETS 
OSGI HIRE: j ceskein bennett citialaandscbetibentepatinincaiclias $165, 571 
TOG: DU CONE isis eter icine tndbtthacchahtneinda (21, 905) 
BEROOETIG TURNS AGE BONONUG ccicscecititine pa tinpgeeclatibndlninintingictns 143, 666 
Current and accrued assets: 
A es IN siete scien pt eincipesc entity dninsstinitctnetiicateia tte httilintaglehacai 10, 389 
DUI GE CD ani atic tbiictena hes necting cigutidmaiibtin 2, 023 
Total current and accrued Q0000® —.....4.cn ancedinwcccenccancanss 12, 412 
SUG QUES, cnntanntdntindssnenbddndnbnpahinneiean 156, 078 
LIABILITY 
CE ID oshit nhkisninriiplntein nin ncisicilainiieibapn 6, 495 
TR INN hic ch tedideaneienticnsaain nina 149, 583 


Since it was impossible to determine the original cost of Yukon Electric’s 
facilities as set forth above from the company’s records, an estimate thereof 
was obtained by applying the average costs of Applicant’s distribution system 
in Bethany, Oklahoma, at 1950 and 1957, respectively, to the inventory of items 
in Yukon Electric’s system. The Bethany, Oklahoma system is located approx- 
imately six miles from Yukon, is of comparable size, and was constructed during 
approximately the same period. The above-stated amount listed as the Reserve 
for Depreciation for Yukon Electric’s system was derived by applying the ratio 
of Applicant’s distribution plant reserve to its depreciable system property as 
of December 31, 1958—13.23%. 

Applicant proposes to record on its books the consideration of 11,700 shares 
of its Common Stock, par value $5 per share, at a market price of $30 per 
share, with credits to the following accounts and in the following amounts: 


Common Stock, $5 par, 11,700 shares._.......................... $58, 500 
Premium on Common Stock, $25 per share, 11,700 shares_______-_ 292, 500 
351, 000 


On the basis of a total consideration of $351,000, the contemplated transac- 
tion would have created an acquisition adjustment of $201,417, as of October 
31, 1959. Applicant will eliminate any acquisition adjustment resulting from 
the proposed transaction by a debit to Account 271, Earned Surplus. 

Written notice of the application has been given to the Corporation Commis- 
sion of Oklahoma and the Arkansas Public Service Commission, and to the 
Governor of each of those States. Notice was also published in the Federal 
Register on December 17, 1959 (24 F.R. 10239), stating that any person desiring 
to be heard or to make any protest with reference to the application should 
file a petition or protest on or before December 30, 1959, with the Federal Power 
Commission, Washington 25, D.C. 
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By order dated December 11, 1959, the Corporation Commission of Oklahoma 
authorized Applicant to issue and deliver 11,700 shares of its Common Stock, 
par value $5 per share, to Yukon Electric, and authorized Yukon Electric to 
sell and transfer its electric facilities in Yukon, Oklahoma, and environs to 
Applicant, all in the manner set forth above. 


The Commission finds: 


(1) Applicant is a corporation organized and existing under the laws of the 
State of Oklahoma. It owns and operates facilities, among others, for the 
transmission and sale at wholesale for resale of electric energy which is trans- 
mitted between the States of Oklahoma and Kansas and the States of Oklahoma 
and Arkansas, and is consumed at points outside the States in which it is gen- 
erated, all of which facilities are in addition to, and do not include, facilities 
used for the generation of electric energy or facilities used in local distribution 
or only for the transmission of electric energy in intrastate commerce, or facil- 
ities used for the transmission of electric energy consumed wholly by the trans- 
mitter. Applicant is, therefore, a public utility within the meaning of that 
term as used in Section 201 of the Federal Power Act. 

(2) By the proposed transaction, as described above, Applicant will merge 
or consolidate its facilities subject to the jurisdiction of the Commission with 
those of Yukon Electric, another person, within the meaning and subject to the 
requirements of Section 203 of the Act. 

(3) The proposed acquisition and merger or consolidation of the facilities of 
Yukon Electric by Applicant with its own facilities, as described above, upon 
the terms and conditions specified in the application and subject to the provisions 
of this order, will be consistent with the public interest as expressed in Section 
203 of the Act for the reasons set forth in the recital above. 

(4) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed acquisition and merger or consolidation of the facilities of 
Yukon Electric by Applicant, all as described above, are hereby authorized 
and approved upon the terms and conditions set forth in the application, subject 
to the provisions of this order. 

(B) This authorization is subject to the condition that Applicant shall deter- 
mine the original cost, estimated if not known, and the amount of the reserve 
for depreciation determined to be applicable to the facilities to be acquired by 
Applicant from Yukon Electric, as provided in the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees, and shall file appro- 
priate journal entries based upon such original cost and reserve for deprecia- 
tion within six months from the date of consummation of the transaction herein 
authorized. 

(C) Applicant shall record the transaction herein authorized and the facili- 
ties and properties described above as provided in the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees; and Appli- 
cant shall dispose of the electric plant acquisition adjustment resulting from 
the proposed transaction by a debit to Account 271, Earned Surplus. 

(D) This authorization shall expire unless the transaction herein authorized 
is consummated within 90 days from the date of issuance of this order. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuations, estimates or determinations of cost, or any matter whatsoever now 
pending or which may come before this Commission or any other regulatory 
body. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G—2506 
ORDER REOPENING PROCEEDINGS 
(Issued January 14, 1960)* 


On February 10, 1959, the presiding examiner issued his initial decision in 
these proceedings disallowing Panhandle’s proposed increased rates, and finding, 
inter alia, that Panhandle has not established by probative evidence that it is 
entitled to more for its own produced gas in its cost of service than an amount 
arrived at by the application of the rates reached by the traditional rate-base 
method. At the hearing, Panhandle presented evidence to support the use of a 
commodity value based on the weighted average of wellhead prices in the fields 
from which its gas is produced for the purpose of evaluating its own produced 
gas. Following issuance of the examiner’s decision, Panhandle filed exceptions 
thereto, taking exception to the examiner’s findings on the commodity value 
issue as well as other issues. Panhandle also filed an alternative petition to 
reopen for the purpose of taking additional evidence with respect to one such 
other issue. Thereafter, on November 13, 1959, Panhandle filed a supplemental 
petition to reopen for the purpose of taking additional.evidence on the issue of 
commodity value. In the present order, we are concerned only with this supple 
mental petition to reopen. 

The commodity value method of evaluating its own production which Pan- 
handle proposes in these proceedings is the same method which the Commission 
utilized in its Opinion No. 269, issued April 15, 1954, in Panhandle Eastern Pipe 
Line Co., Docket No. G—1116 et al., 13 FPC 53. Upon review in that case, the 
Court of Appeals for the District of Columbia remanded to the Commission, 
stating that: 


If the Commission contemplates increasing rates for the purpose of encour- 
aging exploration and development, or the ownership by pipeline companies 
of their own producing facilities, it must see to it that the increase is in 
fact needed, and is no more than is needed, for the purpose.’ 
The Court further stated that the “increase” referred to is an increase in rates 
above those which would result from use of the conventional rate-base method, 
and that such method must be used “at least as a point of departure” in deter- 
mining just and reasonable rates under the Act. In denying use of the com- 
modity value method in the present proceedings, the examiner found that 
Panhandle’s evidence does not lend itself to the making of a determination of 
specific amounts to be awarded for exploration and development purposes beyond 
those actually expended, and that Panhandle has not shown that the increase 
is in fact needed, and is no more than is needed for the purpose. 
In support of its supplemental petition to reopen, Panhandle makes the fol- 
lowing allegations: 
1. Panhandle plans to increase its peak-day sales capacity by approximately 
500,000 Mcf within the next few years, the first phase, involving an increase of 
more than 300,000 Mcf, to be accomplished within the next year. Given the 


*Motion to vacate, and, if not vacated, to modify, denied by order issued February 11, 
1960. 

1 City of Detroit v. Panhandle Eastern Pipe Line Co., 230 F. 2d 810 (C.A.D.C. 1955), 
cert. denied 353 U.S. 829, rehearing denied 352 U.S. 919. 
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incentive of the commodity value for its own produced gas, such gas would be 
supplied to Panhandle’s resale customers as part of this expansion program. 

2. During the period between January 1, 1955, and September 1, 1959, Pan- 
handle’s gas supply was augmented by company-owned reserves approximating 
773 billion cubic feet. During this same period, Panhandle produced and uti- 
lized 156 billion cubic feet of its own reserves. Panhandle’s payments to in- 
dependent producers for purchased gas during this period averaged 14.67 cents 
per Mcf as contrasted with the commodity value of 10.5 cents used in the present 
proceedings. The minimum saving to Panhandle’s customers during this period 
from new production by Panhandle as distinguished from new purchases of 
like quantities of gas is approximately $6.4 million; and in all likelihood, the 
saving is greater, since complete substitution of purchased gas for produced 
gas could not have been achieved at as low an average cost as that at which 
Panhandle actually attached purchased gas during this period. 

38. There is a potential saving to Panhandle’s customers from further utiliza- 
tion of Panhandle’s own production in its proposed expansion program. To 
purchase new gas supplies of consequence from the general areas of Panhandle’s 
sources of supply will cost between 17 and 23 cents per Mcf, and new gas supplies 
from Trunkline’s general areas of supply will cost between 17 and 24 cents per 
Mcf. Assuming an average cost of only 18.5 cents for new purchased gas as 
against the overall commodity value of approximately 12.5 cents, reflected in 
Panhandle’s latest rate filing, Panhandle’s customers would save 6 cents per 
Mcf on every Mcf of gas produced rather than purchased in connection with 
the expansion program. 

4. Such tangible evidence of substantial savings and other benefits to the 
public from commodity evaluation of gas production in connection with a con- 
crete expansion program has not previously been available for presentation in 
this case. 

5. Experience has confirmed not only the need for, but also the increasing 
cost of, finding new gas reserves; and increasing sums of money are therefore 
required merely to maintain current levels of production. The facts as to such 
costs confirm the propriety and reasonableness of an average commodity value 
of 10.5 cents for Panhandle’s own produced gas in the present proceedings, and 
upon reopening Panhandle is prepared to show the same with appropriate sup- 
porting data. 

Objections, by way of answer to Panhandle’s supplemental petition to reopen, 
have been filed by the City of Detroit, Michigan, the County of Wayne, Mich- 
igan, Michigan Consolidated Gas Company, the Michigan Public Service Com- 
mission, and this Commission’s staff. On the other hand, filings in support of 
Panhandle’s supplemental petition have been made by the Public Service Com- 
mission of Indiana, the Public Utilities Commission of Ohio, the State Corpora- 
tion Commission of Kansas, and the following distributing company customers 
of Panhandle: Battle Creek Gas Company, Central Illinois Light Company, 
Central Illinois Public Service Company, Illinois Power Company, Michigan 
Gas Utilities Company, Missouri Power & Light Company, Missouri Utilities 
Company, Ohio Gas Company, and Toledo Edison Company. In addition, letters 
supporting reopening have been received from Central Indiana Gas Company, 
Citizens Gas and Coke Utility, Greenfield Gas Company, Inc., Indiana Gas Dis- 
tribution Corp., Indiana Gas & Water Company, Inc., and Kokomo Gas and Fuel 
Company, which are also distributing company customers of Panhandle. 

The response of the state commissions and Panhandle’s distributing company 
customers in support of the petition to reopen is impressive, and is indicative 
of the public interest in this issue. It is based upon a desire to secure for the 
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consumers of Panhandle’s gas such savings as Panhandle alleges will result 
from the use of commodity value for its own produced gas, as well as to en- 
courage the effective development of all available gas supplies and thereby 
assure a continuing adequate supply of gas to meet increasing demands. To 
this end the Commission is urged to reopen the proceedings to consider such 
additional evidence as Panhandle proposes to introduce. 

Those opposing reopening contend that the evidence which Panhandle seeks 
to introduce pertains to a proposed future expansion and to operations subse- 
quent to the test year. that such evidence is unrelated to these proceedings and 
the determination of just and reasonable rates for the locked-in period; that the 
record is adequate to a disposition of the exceptions to the examiner’s decision ; 
that Panhandle has had ample opportunity to introduce evidence to meet the 
test of the City of Detroit case in these proceedings and will have further 
opportunity to justify the use of commodity value in more recent rate proceed- 
ings now pending before the Commission ; that Panhandle should not be permitted 
to receive more than the cost of its production for this prior period; and that 
the commodity value issue should properly be considered in a proceeding where 
rates for the future are to be determined. It is also contended that to reopen 
these proceedings will serve only to confuse the record and further delay final 
disposition of this case. 

Considering the arguments for and against reopening, we are of the opinion 
that in the circumstances of this case the public interest will be best served by 
reopening the proceedings for the limited purpose proposed by Panhandle in 
its supplemental petition. As we have noted, the extent of the public interest 
in such a reopening is reflected by the broad response in support thereof from 
the state commissions and distributing company customers of Panhandle. The 
potential dollar impact on natural gas consumers of our decision on this com- 
modity value issue is clear. Panhandle has indicated that without the incentive 
to develop its own production for its interstate markets which would be provided 
by use of the commodity value method of evaluating that gas for rate making 
purposes, it will forego further development of such production and will instead 
purchase the gas needed for its proposed expansion program. The necessary 
result of using purchased gas instead of its own production to supply its inter- 
state markets, Panhandle contends, will be an increase in the cost of gas to 
its interstate customers. It is Panhandle’s position, however, that it can demon- 
strate the propriety and reasonableness of using a 10.5 cent per Mcf commodity 
value for its own produced gas in this case, and to this end it proposes upon 
reopening to show (1) the savings to its customers which will accrue from use 
of the commodity value, and (2) the present cost of exploring for and developing 
the annual volumes of production involved in this case. 

In view of the possible dollar savings to gas consumers and the incentive to 
continuing development of all available gas supplies, and considering the funda- 
mental importance of the commodity value issue in determining just and reason- 
able rates for integrated pipeline companies with their own gas production, as 
well as its importance in the closely related question of determining just and 
reasonable rates for independent gas producers, we believe that this issue should 
be decided upon as complete a record as possible and that consideration should 
be given to the additional evidence which Panhandle proposes to introduce. It 
is not merely because of Panhandle’s desire to submit more evidence at this 
late date, but because most of Panhandle’s customers and the state commissions 
having jurisdiction believe such reopening to be in the interest of ultimate 
consumers, that we are taking this action. Reopening will not only give Pan- 
-handle an opportunity to introduce this additional evidence, it will also provide 
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us an opportunity to consider the augmented record in this case at the same time 
we are considering the landmark Phillips Petroleum Co. independent producer 
rate case, Docket No. G-1148, et al., which is also before us now for decision. 
However, we recognize the need for bringing these proceedings to a speedy con- 
clusion and, accordingly, the reopening herein ordered shall be subject to the 
conditions set forth below. 





The Commission finds: 


(1) The public interest requires that the proceedings herein be reopened for 
the limited purpose of taking additional evidence on the issue of commodity value 
as proposed by Panhandle in its supplementary petition to reopen filed Novem- 
ber 13, 1959. 

(2) The public interest further requires that the reopening herein ordered 
be subject to the terms and conditions set forth below. 


The Commission orders: 


(A) The proceedings in Docket No. G—2506 are hereby reopened for the 
limited purpose of taking additional evidence on the issue of commodity value 
as proposed by Panhandle in its supplementary petition to reopen filed Novem- 
ber 13, 1959. 

(B) Further hearing before the presiding examiner upon the reopening here- 
in ordered is hereby set for February 16, 1960, at 10 o’clock a.m. in a Hearing 
Room of the Federal Power Commission, 441 G Street, NW., Washington, D.C. 
for the purpose of taking such additional evidence on the issue of commodity 
value. 

(C) Panhandle shall prepare the additional evidence which it proposes to 
introduce at such further hearing in the form of written testimony, and 
shall serve such prepared written testimony on all of the parties to these 
proceedings and on the presiding examiner two weeks prior to the date of said 
hearing. 

(D) At the further hearing upon reopening as herein ordered, Panhandle 
shall introduce its prepared written testimony in evidence, after which other 
parties so desiring shall proceed with cross examination and Panhandle shall 
follow with redirect examination, all as expeditiously as possible and without 
recess, and the hearing shall thereupon be concluded. 

(B) Panhandle shall have an opportunity within 10 days after the conclusion 
of said hearing, to file a brief covering said supplemental hearing, and all other 
parties shall have an opportunity to file answering briefs within 5 days after 
the filing of Panhandle’s brief. 


Before Commissioners: Jerome K. Kuykendall, Chairman ; William R. Connole, 
Arthur Kline and John B. Hussey. 


PUGET SOUND POWER & LIGHT COMPANY, DOCKET NO. E-6917 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 


(Issued January 14, 1960) 





Puget Sound Power & Light Company (Applicant), a corporation organized 
under the laws of the State of Massachusetts and doing business in the State 
of Washington, with its principal place of business in Seattle, Washington, 
filed an application on December 14, 1959, for authority pursuant to Section 204 
of the Federal Power Act, to issue unsecured Promissory Notes not to exceed 
















































$25,0 
banks 


Seatt 
The | 
The ] 
The ] 
Peopl 
The ¢ 
Seatt 
The | 
The - 
Conti 
Harr 
The ] 
The } 
The | 
Irvin 
Chen 
Bank 
Morg 








































FEDERAL POWER COMMISSION 93 


$25,000,000 principal amount outstanding at any one time and payable to the 
banks named below, as follows: 





Name of Bank Participation 
Gentile Rist Naviehal AGN ao sin chia beeen $2, 500, 000 
The National Bank of Commerce of Seattle__--__..--_--------_-__ 1, 800, 000 
i Tees ae Cent, 1s Bin i ei dat beet aia 700, 000 
‘The ‘Pactiie National: Mimic | DOGG rie si sittin 700, 000 
Peoples National Bank of Washington in Seattle_.___._._._--_.__--_~- 700, 000 
"Tie Camedia Riri Of Came scat ciicsccttctind aest be pcendeieeneiccntestiinde 250, 000 
po Beg ee ene eee 200, 000 
The Puget Sound National Bank of Tacoma_______--------___---_- 200, 000 
CE UNGe CRONE OCUNUIIOOIININ SRO crs creer etseicnabinmenegnenenes 100, 000 
Continental Illinois National Bank and Trust Company of Chicago... 5, 750, 000 
Reha TYE EU CORE TN se i ccc eietecderenpeeeenes 2, 400, 000 
ne See eee 1, 250, 000 
The Marine Midland Trust Company of New York_---------------- 2, 000, 000 
ee) SEONG Te eiicciencncennennne puch ceescaeinameiaacaaieedeeeeeen ae 1, 800, 000 
EPVERne Truss CONRDOG a neha cdi ede ninnammannene 1, 250, 000 
Chemical Bank New York Trust Company._.._.........-.--...... 1, 200, 000 
Oe SUE CI isc nicer eicie en ndanrimannmarnneeaanieomat 1, 200, 000 
Morgan Guaranty Trust Company of New York-_------------------ 1, 000, 000 

OU ec tites Seas nediateage heeeieaes rica ae cee as, outer ecenc mreia Ee a ee 


The proposed Notes will be issued from time to time beginning February 1, 
1960, in accordance with a credit agreement dated December 1, 1959, and will 
mature on July 31, 1961. Each Note will bear interest at the New York prime 
rate in effect at the time of the borrowing. A commitment fee of 44 of 1% per 
annum is to be paid.on the unused amount of available credit. 

The application indicates that no underwriter’s or finder’s fee will be paid in 
connection with the proposed issuance of Notes and that none of the proposed 
Notes will be resold to the general public. 

The Commission, in an order issued on October 17, 1958 (Docket No. E-6842), 
20 FPC 523, authorized the Applicant to issue unsecured Promissory Notes, in the 
aggregate principal amount of not to exceed $25,000,000 outstanding at any one 
time, to be issued to eighteen commercial banks under a credit agreement dated 
September 8, 1958. The Notes were to be issued from time to time beginning 
November 10, 1958; were to mature on January 31, 1960, and to bear interest at 
the New York prime rate in effect at the time of the borrowing. A commitment 
fee of 44 of 1% per annum was to be paid on the unused amount of available 
credit. The Applicant issued notes from time to time, having a total of $22,750,- 
000 outstanding as of October 31, 1959. In November, 1959, in accordance with 
the Commission’s order dated October 28, 1959 (Docket No. E-6897), the Appli- 
cant issued and sold $20,000,000, principal amount of First Mortgage Bonds, 
Series 1989. Aggregate proceeds of $20,032,000 from the bonds, plus $8,000 of 
treasury funds, were used for the prepayment of $20,040,000 in Notes leaving a 
balance of $2,710,000 in Notes outstanding. Applicant expects to issue, under the 
credit agreement of September 8, 1958, additional Notes for $3,500,000 for a 
total of $6,210,000 in Notes outstanding which will mature on January 31, 1960. 

Applicant will utilize the proceeds of approximately $25,000,000 to be obtained 
from the proposed issuance of Promissory Notes to discharge all Notes outstand- 
ing under the credit agreement of September 8, 1959, to reimburse the Applicant’s 
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treasury for construction expenditures, and to provide temporary financing for 
the Applicant’s construction program.’ 

Written notice of the application has been given to the Washington Public 
Service Commission and to the Governor of that State. Notice of the appli- 
eation was published in the Federal Register on December 24, 1959 (24 F.R. 
10704), stating that any person desiring to be heard or to make protest with 
reference to the application should file a petition or protest on or before Janu- 
ary 6, 1960. No protest or petition or request to be heard in opposition to the 
granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of 
Section 204 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission as heretofore described and set forth in the Commission’s order 
issued April 10, 1958, Puget Sound Power & Light Company, Docket No. 
E-6805 (19 FPC 507). 

(2) The proposed issuance of Promissory Notes, as described above, will 
constitute an issuance of securities within the purview of Section 204 of the 
Act. 

(3) The proposed issuance of Promissory Notes in the aggregate principal 
amount of not to exceed $25,000,000 outstanding at any one time, as described 
above, will be in excess of 5% of the par value of other securities of Appli- 
cant, and, therefore, will not be exempt by virtue of Section 204 (e) of the Act 
from the requirements of Section 204 (a) of the Act. 

(4) The proposed issuance of Promissory Notes, described above, will be 
exempt from the competitive bidding requirements of Section 34.la of the 
Commission’s Regulations under the Federal Power Act by reason of Para- 
graph 34.la (a) (2) thereof. 

(5) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by the State Commission 
within the meaning of Section 204 (f) of the Act; and the proposed issuance 
is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(6) The proposed issuance of securities, as hereinafter authorized, will be 
for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the 
proper performance of service by Applicant as a public utility, and which will 
not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Promissory Notes in the aggregate principal 
amount of not to exceed $25,000,000 outstanding at any one time, upon the 


1The Applicant’s recent application for authorization to issue $20,000,000 First Mort- 
gage Bonds (Docket No. E-6897) contained the following summarization of the construc- 
tion program for 1960: 

Generation: 


BN TN Te is cic a $1, 200, 000 
CPR MMM RPMI i ei mtceemscnee, 200, 000 
Transmission Plant Improvements and Extensions__._________________ 4, 600, 000 
Distribution Plant ‘Jniprovomenten. 2st hc tee Letting 5, 800, 000 
Distribution Plant—New Services and Extensions__........__________ 5, 700, 000 
Sy SIT, OU i pin acoadcaccccenicceececadlegpes da Unie Wblicadadeaccs ahead 1, 100, 000 





SSRN S SSS SSSR SRR SOSH SReR eee meme 18, 600, 000 
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terms and conditions and for the purposes set forth in the application, all as 
described above, is authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Notes issued pursuant hereto being on or before July 31, 1963. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


V. P. GRAGE AND G. A. MUSSELMAN, DOCKET NO. G-14558 
ORDER ACCEPTING OFFER OF SETTLEMENT 
(Issued January 15, 1960) 


On February 6, 1958, V. P. Grage and G. A. Musselman (Grage and Mussel- 
man) tendered for filing Supplement No. 12 to Grage and Musselman’s FPO 
Gas Rate Schedule No. 1, proposing an increased rate and charge for their 
jurisdictional sales of natural gas to Texas Eastern Transmission Corporation 
(Texas Eastern) from the Helen Gohlke Field, Victoria and DeWitt Counties, 
Texas. By order issued herein on February 28, 1958, the Commission suspended 
and deferred the use of said Supplement No. 12 until August 9, 1958, and until 
such further time as it is made effective in the manner prescribed by the Natural 
Gas Act. Said Supplement No. 12 became effective on December 1, 1958, upon 
Grage and Musselman’s filing a satisfactory bond pursuant to the provisions of 
the Commission’s order issued December 4, 1958. 

On December 17, 1959, Grage and Musselman tendered an Offer of Settle 
ment pursuant to Section 1.18(e) of the Commission’s Rules of Practice and 
Procedure. 

In its Offer of Settlement, Grage and Musselman stated that, in considera- 
tion for allowing the suspended rate of 13.8733¢ per Mcf to be made effective 
upon the effective date of the order of acceptance and the termination and dis- 
missal of this proceeding, Grage and Musselman would agree to eliminate from 
said rate schedule the favored-nation and price-redetermination clauses and 
substitute 0.5¢ per Mcf periodic increases in February 1963. February 1968, and 
February 1973, for the present periodic escalations of 0.2¢ per Mef yearly con- 
tained in said rate schedule. 

In support of its Offer of Settlement, Grage and Musselman stated, inter alia, 
that the favored-nation and price-redetermination provisions were important 
elements of consideration required by Grage and Musselman for the long- 
term commitments of these gas reserves to the performance of the contracts; 
that these two elements of consideration provided sellers with a means of pro- 
tecting themselves against inflation and increased valuation of gas during the 
long term of the contract; and that these provisions were included in the con- 
tract after arm’s length negotiations. Grage and Musselman stated that they 
are now willing to give up the advantage of the provisions of this contract in the 
interest of settling this case. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, in the 
event the offer is accepted by the Commission, to make the contract changes 
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or amendments provided for in the offer. Texas Eastern has transmitted a 
copy of the offer, and a memorandum stating its position with respect thereto, to 
its customers. None of its customers has intervened in this proceeding or 
expressed on the record any opposition to the Offer of Settlement. 

In the judgment of the Commission, settlement of this case in accordance 
with the Offer of Settlement is desirable in the public interest and appropriate 
to carry out the provisions of the Act. Grage and Musselman is proposing to 
eliminate the favored-nation and price-redetermination clauses in the contract 
with Texas Eastern involved herein, to waive all its future rights and benefits 
thereunder, and to convert the annual escalation now provided in the contract 
to a fixed 0.5¢ per Mcf escalation in February 1963, February 1968 and Febru- 
ary 1973. 

The proposed Offer of Settlement would be beneficial to the public and 
advantageous to all concerned, by relieving the Commission, the producers, and 
Texas Eastern, as well as customer companies of the time and expense which 
might be necessary to the conduct of formal hearings in such rate cases as might 
otherwise arise under the two clauses. The resulting stability in gas costs 
would be welcome to all segments of the natural-gas industry. Furthermore, 
freeing the Commission from the need of considering such proposed increase 
would enable it to concentrate its efforts on other rate cases and other matters 
having possibly more serious consequences for the public and the consumer. 

However, it should be made clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Grage and Musselman under the fixed escalation provisions or otherwise. 


The Commission further finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Grage and Musselman 
with the Commission on December 17, 1959, and in the Appendix* to this order, 
is in the public interest and appropriate to carry out the provisions of the 
Natural Gas Act and should be approved by the Commission and made effective 
as hereinafter ordered. 
The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Grage and Mussel- 
man on December 17, 1959, is hereby approved in accordance with the provisions 
of this order. 

(B) Grage and Musselman shall execute with Texas Eastern amendments to 
these parties’ Gas Purchase Contract dated March 6, 1953, as amended, filed 
with the Commission as Grage and Musselman’s FPC Gas Rate Schedule No. 1, 
in accordance with Appendix A, attached hereto. 

(C) Grage and Musselman’s shall, within 30 days from the date of issuance 
of this order, file with the Commission a supplement to the aforesaid FPC Gas 
Rate Schedule No. 1, under Part 154 of the Commission’s Regulations under the 
Natural Gas Act, the executed agreement with Texas Eastern required by para- 
graph (B) above. 

(D) Upon the date that Grage and Musselman make a satisfactory filing 
in accordance with paragraph (C) above, Supplement No. 12 to Grage and 
Musselman’s FPC Gas Rate Schedule No. 1 shall continue in effect, as of 
December 1, 1958, without obligation to refund, the proceeding in Docket 
No. G—14558 is terminated and the bond filed herein is discharged. 

(E) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings, which are presently being 


*Omitted in printing. 
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heard, or in any other proceeding now pending or hereinafter instituted by or 
against Grage and Musselman. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 
IF’. Supp. 411). 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole, 
Arthur Kline and John B. Hussey. 


NORTHERN LIGHTS, INC., PROJECT NO. 2208 


ORDER ACCEPTING SURRENDER OF PRELIMINARY PERMIT 
(Issued January 15, 1960) 


Application was filed November 2, 1959, by Northern Lights, Inc. (Permittee), 
of Sandpoint, Idaho, for surrender of its preliminary permit for proposed 
Project No. 2208 to be located on Yaak River, a tributary of Kootenai River, in 
Lincoln County, Montana, and affecting lands of the United States within 
Kootenai National Forest. 

The preliminary permit was issued to Permittee by Commission order issued 
February 8, 1957, (17 FFC 257), for a period of 36 months, effective as of 
January 1, 1957, for the proposed development of two sites. An additional site 
downstream was included in the proposed project by Commission order amending 
preliminary permit, issued January 10, 1958, effective as of December 1, 1957, 
(19 FFC 91). Permittee is a member of Lewis-Clark G and T Cooperative, Inc., 
which has filed an application for amendment of its preliminary permit for 
proposed Project No. 2249, known as the Long Meadows Project, to include 
therein the three sites now covered by the permit for Project No. 2208 and 
located downstream from the Long Meadows Project. Permitee’s copy of the 
permit has been returned. 

The surrender of the permit for Project No. 2208 and the amendment of the 
permit for Project No. 2249, as described above, will facilitate a proposed coordi- 
nated development of the full reach of the Yaak River by one party. 


The Commission finds: 


Acceptance of surrender of the preliminary permit for proposed Project 
No. 2208 is appropriate as hereinafter provided. 


The Commission orders: 


Surrender of the preliminary permit for proposed Project No. 2208 is accepted, 
effective as of December 1, 1959. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole, 
Arthur Kline and John B. Hussey. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. G—19690 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 18, 1960) 


On October 8, 1959, as supplemented on November 2, 1959, Arkansas Louisiana 
Gas Company (Applicant) filed in Docket No. G—19690 an application pursuant 
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to Section 7(c) of the Natural Gas Act for a certificate of public convenience and 
necessity authorizing the construction and operation of field facilities from time 
to time during the calendar year 1960 to enable Applicant to take into its certi- 
ficated main transmission pipeline system natural gas which will be purchased 
from producers in the general area of its existing transmission system at a total 
cost not in excess of $2,745,000 with no single project to exceed a cost of $500,000 
all as more fully set forth in the application. 

The purpose of this “budget-type” application is to augment Applicant’s abil- 
ity to act with reasonable dispatch in contracting for and connecting to its 
pipeline system new supplies of gas in various producing areas generally coex- 
tensive with its system. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 7, 1960, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Arkansas Louisiana Gas Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of January 26, 1943, in Docket No. G—252 (3 FPC 
910). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of Applicant’s existing pipeline system, and the construction and operation 
thereof by Applicant are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1960 as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1961, a 
statement under oath showing by projects: (a) names of fields connected, 
(b) estimates of gas supplies attached, (c) a description of the project or 
projects that have been constructed pursuant to the authorization granted here- 
under, (d) the location of said project or projects, (e) the costs of the facilities 
so constructed, and (f) the names of the independent producers involved, to- 
gether with the respective dates of the gas sales contracts and the docket num- 
bers of the related producer certificate applications. 

(6) The authorization granted herein should be limited to construction during 
the calendar year 1960, and the total expenditures for facilities to be constructed 
hereunder should be limited to $2,745,000, with no single project to exceed a 
cost of $500,000. 
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(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Arkansas Louisiana Gas Company to construct and 
operate the proposed facilities to take natural gas from producers thereof during 
the calendar year 1960, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exer- 
cise of the rights granted thereunder. 

(C) Applicant shall submit, on or before March 1, 1961, a statement under 
oath showing by projects, (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects that have been 
constructed pursuant to the authorization granted hereunder, (d) the location 
of said project or projects, (e) the costs of the facilities so constructed, and 
(f) the names of the independent producers involved, together with the re- 
spective dates of the gas sales contracts and the docket numbers of the related 
producer certificate applications. , 

(D) The authorization granted herein is hereby limited to construction dur- 
ing the calendar year 1960, and the total expenditures for facilities to be con- 
structed hereunder are hereby limited to $2,745,000, with no single project to 
exceed a cost of $500,000. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole, Arthur Kline and John B. Hussey. 


MISSISSIPPI RIVER FUEL CORPORATION, DOCKET NO. G-19190 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued January 18, 1960) 


Mississippi River Fuel Corporation (Applicant) filed on August 7, 1959, an 
application in Docket No. G-19190 for a certificate of public convenience and 
necessity, pursuant to Section 7(c) of the Natural Gas Act authorizing the 
construction and operation of facilities necessary to effect the direct sale of 
up to 500 Mcf per day of natural gas on an interruptible basis to T. L. James 
and Company, Inc., (James) for a period not to extend beyond April 30, 1960, 
subject to the jurisdiction of the Commission all as more fully represented 
in the application which is on file with the Commission. 

The proposed facilities consisting of a tap and measuring and regulating 
station are to be installed on Applicant’s West Line in Louisiana, approxi- 
mately 4 miles west of its Minden, Louisiana, compressor station and are to 
be used to supply gas for firing an asphalt kiln to be located at an asphalt 
plant which James proposes to construct near Minden. It is stated that James 
will supply asphalt for use ih the reconstruction of Louisiana State Route 7. 
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The proposed sale will be made under a contract to be entered into by Appli- 
cant and T. L. James & Company, Inc., providing for service on an interruptible 
basis for a period of from three to six months after the date of first delivery 
with deliveries in no event to continue beyond April 30, 1960. 

The estimated total cost of facilities is $1,018, of which James will pay $175, 
the installation costs, and Applicant will bear $843, the material costs. Appli- 
cant estimates salvage value of $700 will be applicable to the $843 for materials. 

Applicant estimates the revenues to result from the proposed sale to be 
$23,250 based upon the sale of 62,000 Mcf at 37.5 cents per Mcf. Expenses are 
estimated to be $17,600 and the resulting income is $5,650. 

Temporary authority to construct and operate the facilities was granted by 
letter dated September 1, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 6, 1960, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce. subject to the jurisdiction 
of the Commission as an integral part of Applicant’s pipeline system and the 
construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities hereinbefore described 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (c)(4) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act should attach to the 
certificate issued herein and to the exercise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 


The Connission orders: 


(A) A certificate of public convenience and necessity is hereby issued author- 
izing Applicant to construct and operate natural gas facilities and to deliver 
up to 500 Mcf per day to James until April 30, 1960, as hereinbefore described, 
all as more fully described in the application in this proceeding. 

(B) The general terms and conditions set forth in paragraphs (c) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 


shall attach to the certificate issued herein and to the exercise of the rights 
granted thereunder. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole, Arthur Kline and John B. Hussey. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—19300 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 18, 1960) 


United Gas Pipe Line Company (Applicant) filed a budget-type application 
on August 24, 1959, for a certificate of public convenience and necessity, pur- 
suant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of unspecified natural gas facilities to enable it to make new direct 
industrial sales of natural gas from its main pipeline system from time to time 
during the current year 1960, as hereinafter described, subject to the jurisdic- 
tion of the Commission, all as more fully represented in the application. Addi- 
tional information was filed by Applicant in this proceeding on October 29, 1959. 

Applicant states that the facilities to be built for such sales as are entered into, 
would have a total cost not to exceed $750,000, and the total cost of any single 
connection would be limited to a maximum of $200,000. The facilities would 
consist of taps, meters and short branch lines and would not increase the main 
line delivery capacity of Applicant’s system. 

Applicant states that none of the facilities for which it seeks authorization 
will be used to deliver gas to any electric power company for use as boiler fuel 
in the generation of electricity, and that the total annual deliveries to direct 
industrial customers to be attached by such facilities is not to exceed 10,000,000 
Mcf. 

Applicant will finance the proposed facilities out of current working funds. 

The proposed deliveries are relatively minor and will have no appreciable 
effect on Applicant’s gas supply or ability to serve its existing customers. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 5, 1960, respecting the matters involved in and the issues presented 
by the application. No appearances other than staff counsel were entered upon 
the record and no evidence offered in opposition to the granting of the applica- 
tion. Staff counsel moved orally at the hearing that the intermediate decision 
procedure be omitted and the Commission render a decision herein pursuant 
to Section 1.30(c) (1) of its Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation with its principal place of business in 
Shreveport, Louisiana, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce subject to the jurisdiction 
of the Commission, as an integral part of Applicant’s pipeline system and the 
construction and operation thereof by Applicant are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities hereinbefore described 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) The public convenience and necessity require that the general terms 
and conditions set forth in paragraphs (a) and (e) of Section 157.20 of the 
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Commission’s regulations under the Natural Gas Act should attach to the cer- 
tificate issued to Applicant herein and to the exercise of the rights granted 
thereunder. 

(6) The certificate referred to in paragraph (4) above should be limited to 
expenditures for construction during the Calendar Year 1960 and the total 
extent of facilities authorized to be constructed should not exceed a cost of 
$750,000 and the total cost of any single project should not exceed a cost of 
$200,000. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and 
not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued author- 
izing Applicant to construct and operate natural gas facilities upon the terms 
and conditions of this order as hereinbefore described, all as more fully de- 
scribed in the application in this proceeding. 

(B) The certificate issued in paragraph (A) above is hereby conditioned and 
limited to include expenditures for construction during the Calendar Year 
1960 and the total extent of facilities authorized to be constructed by Applicant 
shall not exceed a cost of $750,000 and no single project shall exceed a cost of 
$200,000. 

(C) The use of the facilities authorized herein is limited to total deliveries 
to direct industrial customers of a maximum of 10,000,000 Mcf per year of 
natural gas, no part of which shall be delivered to any electric power company 
for use as boiler fuel in the generation of electricity. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s regulations under the Natural Gas Act 
shall attach to and become a part of the certificate granted in paragraph (A) 
hereof and the exercise of the rights granted thereunder, 

(E) Applicant shall submit, prior to February 1, 1961, a statement under oath 
showing: (a) pertinent details of the construction of the authorized facilities 
to serve each customer; (b) the cost and location of each project; (c) the 
estimated annual deliveries to each customer; and (d) the term of each con- 
tract and expected annual gross revenues to be received from each customer. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole, 
Arthur Kline and John B. Hussey. 


WISCONSIN VALLEY IMPROVEMENT COMPANY, PROJECT NO. 2113 


ORDER MODIFYING ORDER ON REHEARING 
(Issued January 18, 1960) 


On June 18, 1959, the State of Michigan, a party to this proceeding through 
intervention (Intervener), filed application for rehearing of the Commission’s 
order issued May 28, 1959, 21 FPC 785, in this proceeding issuing a license to 
Wisconsin Valley Improvement Company (Applicant) for constructed major 
Project No. 2113, located on the Wisconsin River and headwater tributaries in 
Michigan and Wisconsin. 

On June 29, 1959, Applicant also filed an application for rehearing of our 
above-mentioned order, requesting modification of certain articles thereof. 
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By our order issued July 13, 1959, rehearing was granted to Intervener and 
Applicant. 

Following a conference attended by representatives of Intervener, Applicant, 
the State of Wisconsin, and Commission staff, it was agreed by all concerned 
that our order issued May 28, 1959 should be revised, as hereinafter set forth. 

Upon consideration of the applications for rehearing and the agreement 
thereto by Intervener, Applicant, the State of Wisconsin, and Commission staff, 
The Commission finds: 

Our order issued May 28, 1959 in this proceeding should be modified as here- 
inafter provided. 


The Commission orders: 


(A) Article 27 of our order issued May 28, 1959 is revised to read as follows: 

Article 27. The Licensee shall cooperate with the U.S. Fish and Wildlife 
Service and the Wisconsin Conservation Department in the development of 
plans for the improvement and protection of the fishery and wildlife resources 
involved and with the Michigan Department of Conservation as such matters 
relate to Lac Vieux Desert. 

(B) Article 28 of our order issued May 28, 1959 is revised to read as follows: 

Article 28. The Licensee shall comply with such reasonable modifications of 
the project structures and operation in the interest of fish and wildlife resources 
as may be hereafter prescribed by the Federal Power Commission upon the 
recommendation of the Secretary of the Interior and the Wisconsin Conservation 
Department and the Michigan Department of Conservation as such matters 
relate to Lac Vieux Desert. 

(C) Article 17 of our order issued May 28, 1959 is revised to include the 
phrase “on the Wisconsin River” after each use of the word “navigation”. 

(D) The following new articles are included in our order issued May 28, 1959: 

Article 33. The Licensee shall within its maximum capability, begin lowering 
on September 1 of each year, the water surface of Lac Vieux Desert, and 
shall continue to draw down such surface so that the surface elevation will be at 
elevation 0.0 on the gage (elevation 1679.53 U.S.C. & G.S. Datum) by December 
31 of each year. 

Article 34. The Commission reserves the right, after notice and opportunity 
for hearing, to determine at a later date, to the extent that it is economically 
feasible, what measures should be undertaken to improve discharge conditions 
in the outlet channel downstream from Lac Vieux Desert. 

(E) In all other respects the aforesaid applications for rehearing are denied. 

(F) The afore-mentioned Commission order issued May 28, 1959, as modified 
by this order, shall be accepted by the Licensee and returned to the Commis- 
sion within 60 days from the date of issuance of this order, and the order 
issued May 28, 1959 shall not become effective without acceptance of the provi- 
sions of that order as modified by the provisions of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


KANSAS GAS & ELECTRIC COMPANY, DOCKET NO. E-6914 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 
(Issued January 19, 1960) 


By order issued December 31, 1959, 22 FPC 1191, in the above-entitled matter, 
the Commission authorized Kansas Gas and Electrie Company (Applicant) to 
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issue and sell through competitive bidding 200,000 shares of no par value 
Common Stock, subject, among others, to the provisions as set forth in Paragraph 
(B) of that order as follows: 

(B) The proposed issuance and sale of Common Stock at competitive bidding 
shall not be consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2(k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegraph, as contemplated in Section 34.9 of the 
Regulations. 

(ii) The Commission, by a further order, shall have approved the price per 
share to be received by Applicant for the proposed issuance of Common Stock. 

Applicant, on January 19, 1960, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, in which it states that it 
proposes to accept the joint bid of Merrill Lynch, Pierce, Fenner & Smith 
(Ine.), Kidder, Peabody & Co., and White, Weld & Co. to purchase the proposed 
issuance of Common Stock for the price of $45.46 per share, as resulting in 
the highest price per share therefor. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Para- 
graph (B) of the Commission’s order issued December 31, 1959, in the above 
docket, and under the bid it proposes to accept for the purchase of the 200,000 
shares of Common Stock, the price to be received by Applicant therefor is 
reasonable. 

(2) The proposed issuance and sale of Common Stock, as hereinafter author- 
ized, will be for a lawful object, within the corporate purposes of Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance of service by Applicant as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed issuance of 
Common Stock under the bid referred to above is approved as reasonable. 

(B) The proposed issuance and sale of Common Stock referred to above, 
upon the terms and conditions, and for the purposes specified in the applica- 
tion, as supplemented by the amendment referred to above, are hereby author- 
ized, subject only to the provisions of Paragraphs (A), (C), (D) and (E) 
of the Commission’s order issued December 31, 1959, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


MISSISSIPPI VALLEY PUBLIC SERVICE COMPANY, NORTHERN STATES 
POWER COMPANY (MINNESOTA), NORTHERN STATES POWER COM- 
PANY (WISCONSIN), DOCKET NO. E-6912 


ORDER AUTHORIZING SALE OF FACILITIES, ACQUISITION AND MERGER OR CONSOLIDATION 
OF FACILITIES, AND ISSUANCE OF SECURITIES 


(Issued January 19, 1960) 


Mississippi Valley Public Service Company (Valley), Northern States Power 
Company, a Minnesota corporation (NSP-Minn), and Northern States Power 
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Company, a Wisconsin corporation (NSP-Wis), filed with the Federal Power 
Commission a joint application on November 19, 1959 and an Amendment No. 1 
thereto on December 21, 1959 for an order pursuant to Sections 203 and 204 of 
the Federal Power Act authorizing: (a) the sale by Valley of all its electric 
utility properties and other assets; (b) the acquisition of those properties and 
assets by NSP-Minn; (c) the indirect acquisition by NSP-Wis, upon the direc- 
tion of NSP-Minn, of the portion of those properties and assets of Valley which 
are located in the State of Wisconsin; and (d) the issuance of 189,668 shares of 
Common Stock by NSP-Minn in partial payment for those properties and assets 
of Valley which are located in the State of Minnesota, which NSP-Minn would 
retain—all as provided for in an agreement of sale, dated December 18, 1959, 
between Valley and NSP-Minn and an agreement of sale, dated December 18, 
1959, between NSP-Minn and NSP-Wis. 

Valley is incorporated under the laws of the State of Wisconsin and qualified 
to do business as a foreign corporation in the State of Minnesota, with its princi- 
pal place of business at Winona, Wisconsin. NSP-Minn is incorporated under 
the laws of the State of Minnesota and qualified to do/business as a foreign 
corporation in the States of North Dakota and South Dakota, with its principal 
place of business at Minneapolis, Minnesota. NSP-Wis is incorporated under the 
laws of the State of Wisconsin and qualified to do business as a foreign corpora- 
tion in the State of Minnesota, with its principal place of business at Eau Claire, 
Wisconsin. NSP-Wis is a wholly-owned subsidiary of NSP-Minn. There is no 
affiliation between Valley and the other applicants. 

The proposed transactions will be carried out in the following manner, pur- 
suant to the Agreements of Sale, which provide that the closing date shall not be 
earlier than January 29, 1960 nor later than March 30, 1960: 

(1) Valley will convey all of its electric utility properties and other assets 
(excepting $50,000 cash to be retained for liquidation expenses) to NSP-Minn in 
consideration of : NSP-Minn’s issuing and delivering to Valley or its nominees 
189,668 shares of Common Stock of NSP-Minn ; NSP-Minn’s causing its subsidiary 
NSP-Wis to assume the retirement of part of the $3,340,000 principal amount of 
Valley’s First Mortgage Bonds, 34% Series 1980; NSP-Minn’s assuming the 
retirement of the remainder of Valley’s First Mortgage Bonds, 314% Series 
1980, so that the entire isssue will be retired; NSP-Minn’s prepaying all Valley’s 
bank loans outstanding at time of closing in an amount not in excess of $1,775,000 
of which not to exceed $1,575,000 may have been borrowed to provide funds for 
the redemption of Valley’s $1,500,000 par value of Preferred Stock and not in 
excess of $200,000 for other corporate purposes; and NSP-Minn’s assuming all of 
Valley’s liabilities and performance of all of Valley’s contracts, easements and 
other obligations existing at the Time of Closing. 

(2) NSP-Minn will direct Valley to transfer to NSP-Wis all of Valley’s elec- 
tric utility properties and other assets located in or applicable to Valley’s proper- 
ties or pertaining to Valley’s business in the States of Wisconsin, in considera- 
tion of : NSP-Wis’s purchasing from The Northwestern Mutual Life Insurance 
Company First Mortgage Bonds, 314% Series 1980, of Valley at 96.87% of their 
principal amount plus accrued interest in an amount equal to the net original 
cost of electric utility plant of Valley located in the State of Wisconsin at the 
Time of Closing plus a proportionate part of electric plant acquisition adjust- 
ment arising from the transaction with Valley ; NSP-Wis’s delivering said Bonds 
to the First Wisconsin Trust Company for cancellation and retirement: and 
NSP-Wis’s assuming from NSP-Minn at Time of Closing all of Valley’s liabilities 
and the performance of all of Valley’s contracts, easements and other obligations 


existing at the Time of Closing as are applicable to Valley’s properties or Valley’s 
business in the State of Wisconsin. 
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Valley is engaged in the electric utility business in Buffalo, Jackson, La 
Crosse and Trempealeau Counties, Wisconsin, and in Wabasha and Winona 
Counties, Minnesota. Valley owns and operates a 26,000 kw steam electric 
generating station at Winona, Minnesota, and a 6,000 kw hydroelectric generat- 
ing station at Hatfield, Wisconsin. The primary transmission facilities consist 
of approximately 75 miles of 69 kv lines, and interconnections are maintained 
with NSP-Wis at Bluff Siding and La Crosse, Wisconsin. Valley’s operating 
revenues for the 12 months ended September 30, 1959 were $2,750,753, derived 
from some 13,000 customers. 

NSP-Minn is engaged principally in the generation, purchase, transmission, 
distribution and sale of electric energy to some 675,000 customers in Minnesota, 
North Dakota and South Dakota. It is engaged, also, in the gas, steam heating, 
telephone and water business. NSP-Minn’s main electric system is intercon- 
nected and coordinated with that of NSP-Wis. NSP-Minn’s operating reve- 
nues for the 12 months ended September 30, 1959 were $144,582,558. NSP-Wis 
is engaged principally in the generation, purchase, transmission, distribution 
and sale of electric energy to some 150,000 customers in Wisconsin and Min- 
nesota. Total operating revenues for the 12 months ended September 30, 1959 
were $24,758,038. 

Valley, prior to the transfers of its properties, will make adjustments on its 
books for the elimination of certain accounts which have debit balances and 
the elimination of certain liabilities and other accounts which have credit 
balances.’ 

According to information in the application, the following summarization 
contains the amounts of the net assets to be transferred, the considerations 
therefor, and the amounts of the acquisition adjustments created on the books 
of the vendee companies : 

Applicant states that the acquisition adjustments created by the transfers 
of properties will be eliminated by Northern States (Minnesota) and Northern 
States (Wisconsin) by charges to their Earned Surplus accounts. 


As of September 30, 1959 


Northern Northern 
States States 
(Minnesota) | (Wisconsin) 


Net assets acquired (includes utility plant at original cost)................-- $5, 024, 344 $2, 285, 254 


Considerations for net assets: 

(1) Cash consideration (payment of note issued by Mississippi Valley) _. U Fee fos wcntenvouws 

(2) Cash consideration (payment for bonds of Mississippi Valley) ....---- 409, 220 2, 866, 238 

(3) Common stock, $5 par, 189,668 shares (recorded by Northern States 
(Minn.) at market price of $22 per share: 

eS) SR SEE ee ere aa 948, 340 

Premium on common stock, $17 per share......_- 


Total considerations 6, 281, 916 2, 866, 238 


Acquisition adjustments (excess of considerations over net assets) ...........- 1, 257, 572 580, 984 


2 The principal adjustments which Valley proposes to make are as follows: organization 
expense of $5,424 will be eliminated and not transferred to the books of the vendee 
companies; an acquisition adjustment of $57,917 will be eliminated and not transferred 
to the books of the vendee companies; to obtain cash for the redemption of Preferred 
Stock and for other corporate purposes, a note for $1,700,000 will be issued; $1,500,000 
par value of Preferred Stock will be redeemed; regular and extra Common dividends of 
$116,457 will be paid; unbilled revenues of $86,251 as of September 30, 1959, will be 
recorded ; $101,325 unamortized debt discount and expense will be eliminated ; $58,461 un- 
amortized premium on debt will be eliminated ; a liability of $90,000 for additional federal 
and state income taxes will be recorded; $19,325 reserves (not property reserves) will 


be transferred to Earned Surplus; and $31,431 contributions in aid of construction will 
be transferred to Earned Surplus. 
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The application states that the considerations to be received by Valley from 
NSP-Wis and NSP-Minn were arrived at by negotiations between the officers 
of the respective Applicants, with particular consideration being given to a 
fair value for the respective properties involved. Particular consideration also 
was given to the geographical location of Valley’s Wisconsin properties in 
relation to those of NSP-Wis and of Valley’s Minnesota properties in relation 
to those of NSP-Minn, their respective earning power and growth potential. NSP- 
Minn’s system valuation engineers estimate that the present day value (re 
production cost less depreciation) of Valley’s Wisconsin properties is 
in excess of $4,000,000 and its Minnesota properties in excess of $8,500,000. 
Consideration also was given to the market value, dividend record and earn- 
ings per share of the Common Stocks of Valley and NSP-Minn and the income 
tax effect on the holders of the Common Stock of Valley. 

The territory served by Valley in Wisconsin is near the territory served by 
NSP-Wis, and the territory served by Valley in Minnesota is near the territory 
served by NSP-Minn. Applicants state that Valley’s system can readily be 
integrated into the systems of NSP-Minn and NSP-Wis, and that in both cases 
operating efficiencies will be improved and economies effected. 

Written notice of the application has been given to the North Dakota Public 
Service Commission, the Wisconsin Public Service Commission, the Minnesota 
Railroad and Warehouse Commission, and the South Dakota Public Utilities 
Commission, and to the Governor of each of those States. Notice of the appli- 
eation was also published in the Federal Register on December 5, 1959 (24 
F.R. 9799), stating that any person desiring to be heard or to make any pro- 
test with reference to said application should, on or before the 23rd day of 
December, 1959, file with the Federal Power Commission, Washington 25, D.C. 
petitions or protests. No protest or petition or request to be heard in opposition 
to the granting of such application has been received. 

The Public Service Commission of the State of North Dakota, by order dated 
December 21, 1959, granted the application of NSP-Minn for authority to issue 
and deliver 189,668 shares of its Common Stock. 

The Public Service Commission of the State of Wisconsin issued a Certificate 
of Public Convenience and Necessity, dated January 4, 1960, to NSP-Wis to 
acquire the hydroelectric properties of Valley, and also issued a Consent and 
Approval Order, dated January 4, 1960, for NSP-Wis to buy and Valley to sell 
all property and assets of Valley located in or pertaining to its business in the 
State of Wisconsin. 


The Commission finds: 





(1) Mississippi Valley Public Service Company, a Wisconsin corporation, 
owns and operates facilities for the transmission and sale at wholesale for 
resale of electric energy which is transmitted between the States of Wisconsin 
and Minnesota and is consumed outside the State in which it is generated, 
all of which facilities are in addition to and do not include facilities used for 
the generation of electric energy or facilities used in local distribution or only 
for the transmission of electric energy in intrastate commerce, or facilities for 
the transmission of electric energy consumed wholly by the transmitter, and 
Valley, is, therefore, a public utility within the meaning of that term as used 
in Section 201 of the Federal Power Act. 

(2) Northern States Power Company (Wisconsin), a corporation, is a public 
utility within the meaning of Section 201 of the Federal Power Act, subject 
to the jurisdiction of the Commission as heretofore described and set forth 
in the Commission’s order issued October 25, 1957, Northern States Power 
Company (Minnesota), et al., Docket No. E-6774, (18 FPC 532). 
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(3) Northern States Power Company (Minnesota), a corporation, is a public 
utility within the meaning of Section 201 of the Federal Power Act subject to 
the jurisdiction of the Commission as heretofore described and set forth in the 
Commission’s order issued September 1, 1955, Northern States Power Company, 
Docket No. E-6637 (14 FPC 946). 

(4) By the proposed transactions, as described above, (a) Valley will dispose 
of the whole of its facilities subject to the jurisdiction of the Commission; (b) 
NSP-Wis will acquire and merge or consolidate with other of its facilities 
subject to the jurisdiction of the Commission those facilities of Valley located in 
the State of Wisconsin; (c) NSP-Minn will acquire and merge or consolidate 
with other of its facilities subject to the jurisdiction of the Commission those 
facilities of Valley located in the State of Minnesota; (d) Valley will acquire 
securities of NSP-Minn, another public utility; and (e) NSP-Minn and NSP- 
Wis will acquire securities of Valley, another public utility, all within the 
meaning and subject to the requirements of Section 203 of the Federal Power 
Act. 

(5) The proposed issuance of 189,668 shares of Common Stock (par value $5 
per share) by NSP-Minn, all as described above, will constitute an issuance of 
securities within the purview of Section 204 of the Federal Power Act. 

(6) NSP-Minn is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the meaning 
of Section 204(f) of the Federal Power Act, and the proposed issuance of 
Common Stock referred to in finding (5) is therefore not exempt by virtue 
of that Section from the requirements of Section 204 of the Federal Power Act. 

(7) The proposed disposition of facilities, merger or consolidation of facili- 
ties, and acquisition of securities, all as recited above, upon the terms and 
conditions set forth in the joint application and subject to the provisions of 
this order will be consistent with the public interest as expressed in Section 
203 of the Federal Power Act. 

(8) The proposed issuance of Common Stock as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of NSP-Minn and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by NSP-Minn of service as a public utility and which will 
not impair its ability to perform that service and is reasonably appropriate 
for such purposes. 

(9) Neither NSP-Minn nor NSP-Wis nor Valley is subject to a requirement of 
the Public Utility Holding Company Act of 1935 or of a rule, regulation, or 
order thereunder, which would exempt them, pursuant to Section 318 of the 
Federal Power Act, from the requirements of Sections 203 or 204 thereof, as 
the case may be, with respect to any matter with which this order is concerned 


The Commission orders: 


(A) The proposed (a) disposition of the whole of its facilities subject to 
the jurisdiction of the Commission by Valley; (b) acquisition by NSP-Minn 
and merger or consolidation with other of its facilities subject to the jurisdic- 
tion of the Commission of those facilities of Valley located in Minnesota; (c) 
acquisition by NSP-Wis and merger or consolidation with other of its facilities 
subject to the jurisdiction of the Commission of those facilities of Valley located 
in Wisconsin; (d) acquisition of securities of NSP-Minn, by Valley; (e) ac- 
quisition of securities of Valley by NSP-Minn and NSP-Wis; and (f) the issu- 
ance of Common Stock by NSP-Minn, all as described above, are authorized and 
approved upon the terms and conditions and for the purposes as set forth in 
+ha ioint avnlication. subiect to the provisions of this order. 
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(B) NSP-Minn, NSP-Wis, and Valley shall record the proposed transactions 
and the facilities and properties described above as provided in the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees, and 
NSP-Minn and NSP-Wis shall dispose of the acquisition adjustments created by 
the transactions by debits to Account 271, Earned Surplus. 

(C) This authorization shall expire unless the transactions herein authorized 
and approved are consummated within 90 days from the date of issuance of 
this order. 

(D) The foregoing authorization and approval is without prejudice to the 
authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuations, estimates or determinations of costs, or 
any other matter whatsoever now pending or which may come before this 
Commission or any other regulatory body, and nothing in this order shall be 
construed as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. 
Connole, Arthur Kline and John B. Hussey. 


WASHINGTON PUBLIC POWER SUPPLY SYSTEM, PROJECT NO. 2257 


ORDER ISSUING PRELIMINARY PERMIT 
(Issued January 19, 1960) 


Application was filed February 10, 1959 by Washington Public Power Supply 
System (Applicant), of Kennewick, Washington, for a preliminary permit 
under the Federal Power Act (hereinafter referred to as the Act) for the 
proposed Hoh Bow Hydroelectric and Recreation Project, designated on our 
records as Project No. 2257, to be located on Hoh River in Jefferson County, 
Washington, and affecting lands of the United States within the Olympic 
National Forest. 

As described in the application, the proposed project would consist of a rock 
and earth filled dam about 210 feet high with a concrete overflow spillway 
section; a reservoir with normal pool at elevation 390 feet containing about 
465,500 acre-feet of gross storage; and a powerhouse located immediately 
downstream equipped with two 33,500 horsepower turbines, each connected 
to a 26,800 kilowatt generator unit. 

Applicant proposes to use the power generated at the proposed project to 
supply the growing requirements of Applicant’s member public utility districts 
with any surpluses of project power to be delivered by Applicant into the 
Northwest Power Pool. 

The State of Washington Department of Natural Resources filed a state- 
ment concerning the impact the proposed project would have on the State lands 
and timber thereon affected. 

The Jefferson County Department of Highways filed an informal statement 
which, while offering no objection to the proposed project as such, pointed out 
the effect the project would have on County roads and facilities. 

The State of Washington, Departments of Fisheries and Game reported on 
the application and then petitioned to intervene in this proceeding, protesting 
that the proposed project would have an adverse effect on the conservation 
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of the fishery and game resources of the Hoh River since, it was alleged, that 
95 percent of the spawning areas are located above the proposed dam site and 
that a large portion of those areas would be inundated by the pool created by 
the project. Intervention was granted by our order issued June 22, 1959. 

The Chief of Engineers, Department of the Army, in reporting on the appli- 
cation, suggested that Applicant consider means to alleviate any possible effect 
on the boating and fishing interests. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Olympic National Forest, in reporting on the application, 
recommended two special conditions for inclusion in any permit issued to as- 
sure appropriate consideration of national forest interests in the administration 
of public lands and waters. 

An Assistant Secretary of the Interior, in reporting on the application, recom- 
mended special conditions in the interest of fish and wildlife, recreation, 
archeology, and Indian interests, for inclusion in any permit issued. 

We have included hereinafter special conditions for the protection of the 
respective interest of the reporting Federal and State agencies mentioned above. 

No construction is authorized under a preliminary permit. A permit gives 
the Permittee, during the period of the permit, the right to priority of applica- 
tion for license while the Permittee undertakes the necessary studies and exam- 
inations, including the preparation of maps and plans, in order to determine 
the economic feasibility of the proposed project, the means of securing the 
necessary financial arrangements for construction, the market for the project 
power, and all other information necessary for inclusion in the application for 
license, should one be filed. 


The Commission finds: 


(1) Applicant is a municipal corporation organized under the laws of the 
State of Washington, and is a municipality as that term is defined in Section 
8(7) of the Federal Power Act. 

(2) Public notice of the application has been given. No protest, except the 
one mentioned above, has been received. 

(3) The proposed project does not affect any Government dam and no reason 
is apparent at this time for its development by the United States. 


The Commission orders: 


(A) This preliminary permit is issued to Washington Public Power Supply 
System (hereinafter referred to as the Permittee) for a period of 24 months, 
effective as of January 1, 1960, for the sole purpose of maintaining priority of 
application for license for Project No. 2257 to be located on the Hoh River 
in Jefferson County, Washington, and affecting lands of the United States 
within the Olympic National Forest, subject to the terms and conditions of 
the Act, which is incorporated by reference as a part of this permit, and subject 
to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, (16 FPC 13038) entitled “Terms and Conditions of Preliminary Permit”, 
which terms and conditions (described as Articles 1 through 8) are attached 
hereto and made a part hereof; and subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of this permit to the Regional Engineer, Federal Power 
Commission, San Francisco, California, or to such other officer or agent as the 
Commission may designate, accurate statements of the work accomplished 























































FEDERAL POWER COMMISSION 111 





during the period and of the work contemplated under the permit for the 
ensuing period. 

Article 10. The Permittee shall, prior to undertaking any investigation work 
under this preliminary permit on national forest lands, consult with Regional 
Forester, United States Forest Service, Portland, Oregon, or his designated 
representative, as to reasonable requirements relative to operations, field surveys 
and explorations, and shall abide by such requirements; and shall cooperate 
with the United States Forest Service during the period of this permit to develop 
a plan for alleviation of damage to and achieving maximum utilization of 
national forest resources insofar as affected by the proposed project. 

Article 11. The Permittee shall, during the period of this permit, cooperate 
with the State of Washington Departments of Fisheries and Game, the United 
States Fish and Wildlife Service, and the United States Forest Service in order 
that adequate provisions may be made for the protection of the fish and wildlife 
resources of affected areas. 

Article 12. The Permittee shall, during the period of this permit, consult and 
cooperate with the National Park Service in conducting an economic survey 
of the recreational aspects of the project including consideration of the project 
effect on stream fishing, on upland game, and on park values. 

Article 138. The Permittee shall, during the period of this permit, consult 
with the National Park Service and the Department of Sociology and Anthro- 
pology at the State College of Washington to determine what means can be 
found to protect or enhance scientific, historic, and recreation values should the 
project be built. 

Article 14. The Permittee shall, during the period of this permit, consult with 
the Area Director, Bureau of Indian Affairs, Portland, Oregon, in order that 
Indian interests may be adequately protected. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 





Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole, Arthur Kline and John B. Hussey. 


MIDWESTERN GAS TRANSMISSION COMPANY, DOCKET NOS. G-—18313, 
G-18314, G-18315; MICHIGAN WISCONSIN PIPE LINE COMPANY, 
DOCKET NO. G-18316; MICHIGAN WISCONSIN PIPE LINE COMPANY, 
DOCKET NOS. G-13246, G—16998 ; ILLINOIS POWER COMPANY, DOCKET 
NO. G-18022; CENTRAL MISSOURI GAS COMPANY, DOCKET NO. 
G-18304. 


ORDER GRANTING REHEARING, VACATING ORDERING PARAGRAPH 0 OF OPINION 331 INSO- 
FAR AS IT RELATES TO CENTRAL MISSOURI GAS COMPANY, REOPENING AND CONSOLI- 
DATING FOR FURTHER HEARING DOCKET NOS, G—18313, G@-18314, G—-18315, G—-18316 
AND DOCKET NOS. G-13246, G-16998, G-18022 AND G—18304; PERMITTING INTER- 

VENTION BY MISSOURI MIDLAND GAS COMPANY AND FIXING DATE OF HEARING. 





(Issued January 20, 1960) 





On December 21, 1959, M. E. Dahl, doing business as Missouri Midland Gas 
Company, filed in Docket Nos. G—18313, G—18314, G-18315 and G—18316 an appli- 
676—-806—64——_10 
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eation for rehearing and reconsideration of the Secretary’s action in rejecting 
the filing of the petitioner’s petition to intervene and application for rehearing, 
reconsideration, abrogation, and revocation of the Commission’s order therein. 

Petitioner states that he is engaged in the business of selling at retail and 
distributing fuel in the form of liquid petroleum or propane for domestic and 
commercial use within the City of Kirksville, Missouri. As a competitor of 
Central Missouri Gas Company (Central Missouri) he was permitted to inter- 
vene in Docket No. G—18304, involving the application of Central Missouri filed 
pursuant to Section 7 (a) of the Natural Gas Act for an order directing Michi- 
gan Wisconsin Pipe Line Company (Michigan Wisconsin) to establish physical 
connection of its facilities with those proposed to be constructed by Central 
Missouri and to sell and deliver to Central Missouri natural gas for distribu- 
tion in the communities of Greentop, Lancaster, Queen City and Kirksville, 
Missouri. Said 7 (a) application of Central Missouri was consolidated for 
hearing with the applications of Michigan Wisconsin in Docket Nos. G—13246 
and G—16998. Petitioner participated in said consolidated proceeding which 
resulted in a denial by the Presiding Examiner of Central Missouri’s application. 
Thereafter, the Commission in its order of September 30, 1959, 22 FPC 577, 
adopted in part and reversed in part the initial decision of the Presiding 
Examiner and reopened the proceedings in Docket No. G-—13246, et al. and 
ordered that Section 7 (a) applicants, including Central Missouri, be afforded an 
opportunity to present further evidence in support of their respective applica- 
tions for new service. 

Petitioner further alleges that during the hearing of said consolidated proceed- 
ing he was advised for the first time that Central Missouri as an intervener 
had pending in Docket No. G—18313, et al. a request that Michigan Wisconsin 
be ordered to establish physical connection of its facilities with Central Mis- 
souri’s proposed facilities and sell and deliver natural gas to Central Missouri 
for resale in Kirksville, Missouri. 

Petitioner alleges that he had no notice of Central Missouri’s intervention in 
said Docket No. G—18313 et al., that notice of said intervention was not pub- 
lished in the Federal Register and that, therefore, petitioner cannot be bound 
by the Commission’s Opinion No. 331 and order issued October 31, 1959, 22 FPC 
775, directing Michigan Wisconsin tw supply gas to Central Missouri. 

Petitioner alleges that on November 27, 1959, he filed in said Docket No. 
G-18313, et al., a petition to intervene and an application for rehearing, recon- 
sideration, abrogation, and revocation of the Commission’s opinion and order 
therein. Petitioner further states that on November 30, 1959, the Secretary 
of the Commission rejected the filing of said pleadings which petitioner asserts 
results in the denial of due process of law to the petitioner as guaranteed by 
the Fifth Amendment to the United States Constitution. 


The Commission finds: 


The application of M. E. Dahl, doing business as Midland Gas Company, for 
rehearing and reconsideration of the Secretary’s action in rejecting the filing of 
the petitioner’s petition to intervene and application for rehearing, reconsidera- 
tion, abrogation and revocation of the Commission’s order filed on December 
21, 1959 in Docket Nos. G—18313, G-—18314, G—18315 and G—18316 should be 
granted as hereinafter ordered, 


The Commission orders: 


(A) The application of M. E. Dahl, doing business as Missouri Midland Gas 
Company, filed on December 21, 1959 in Docket Nos, G—-18313, G-18314, G-18315 
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and G-—18316 for rehearing of the issues presented by the request of Intervener 
therein, Central Missouri Gas Company, be and the same is hereby granted. 

(B) Ordering paragraph O of the Commission’s Opinion No. 331 and order 
in Docket Nos. G—18313, G—18314, G—18315 and G—18316 issued October 31, 1959, 
insofar as it relates to Central Missouri Gas Company is hereby vacated and set 
aside. 

(C) The proceedings in Docket Nos. G—-18313, G—18314, G-18315 and G—18316 
and in Docket Nos. G—13246, G—16998, G-—18022 and G—18304 with respect to 
Central Missouri Gas Company’s intervention and 7(a) application are hereby 
reopened and consolidated for the purpose of further hearing. 

(D) M. E. Dahl, doing business as Missouri Midland Gas Company is hereby 
permitted to become an intervener in said reopened proceedings subject to the 
rules and regulations of the Commission: Provided, however, that the par- 
ticipation of such intervener shall be limited to matters affecting asserted rights 
and interests as specifically set forth in his petition for leave to intervene and 
Provided further, that the admission of such intervener shall not be con- 
strued as recognition by the Commission that he might be aggrieved because 
of any order or orders of the Commission entered in these proceedings. 

(EK) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by Sections 7 and 15 of the 
Natural Gas Act, and the Commission’s Rules of Practice and Procedure, a 
hearing will be held on March 1, 1960 at 10:00 a.m. (EST) in a Hearing Room 
of the Federal Power Commission, 441 G Street, N.W., Washington, D.C., con- 
cerning the matters involved in and the issues presented by the application 
and intervention of Central Missouri Gas Company in said consolidated 
proceedings. 

(F) In all other respects the Commission’s Opinion No. 331 and its orders 
issued in the proceedings in Docket No. G—13246, et al., except insofar as such 
Opinion and orders relate to Central Missouri, shall remain in full force and 
effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole, Arthur Kline and John B. Hussey. 


ATLANTIC CITY ELECTRIC COMPANY, DOCKET NO. E-6924 
ORDER TO SHOW CAUSE 


(Issued January 21, 1960) 


The 1958 Annual Report (FPC Form No. 1) of Atlantic City Electric Com- 
pany (Company), a New Jersey corporation with its principal place of business 
at Atlantic City, New Jersey, indicates that Company is currently account- 
ing and reporting certain credits arising from accounting procedures for 
deferred taxes on income in a manner contrary to the requirements of the 
Commission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees. 


Company is a public utility* within the meaning of that term under the 
Federal Power Act. 


Company’s Annual Report to the Commission for 1958 shows as of December 
31, 1958 a credit of $4,007,357 in Account 266—-Accumulated Deferred Taxes 


1Company was determined to be a public utility in Docket No. E-6303 by order issued 
July 19, 1950. 
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on Income, of annual accruals of deferred taxes pursuant to Section 168? of 
the Internal Revenue Code of 1954. Company’s annual charges to income 
for the federal income taxes thus deferred have been charged to Account 
507A—Provision for Deferred Taxes on Income. These two accounts con- 
stitute the balance sheet and income accounts, respectively, prescribed by this 
Commission’s Order No. 204 (19 FPC 837) as the appropriate accounting 
classification for federal income taxes deferred by reason of accelerated amor- 
tization and liberalized depreciation practices under Sections 168 and 167, 
respectively, of the Internal Revenue Code of 1954. 

Notwithstanding these applicable accounting classifications, Company’s 1958 
Annual Report to stockholders shows that Company is currently reporting 
the accumulated accruals of deferred taxes on income which the Commission 
has required to be set forth in Account 266, through another balance sheet 
account “Retained Earnings restricted for future Federal Taxes on Income”.’ 
Company’s annual report to stockholders is required to be appended as a part 
of Company’s FPO Form No. 1, Annual Report to the Commission.‘ 

Correspondence between Company representatives and this Commission’s 
staff has failed to show any justification for Company’s departure from the 
requirements of this Commission’s Uniform System of Accounts. Moreover, 
Company representatives have indicated that Company proposes to continue the 
afore-mentioned accounting practices. 

In view of the foregoing, it is necessary and appropriate for the purposes 
of the Federal Power Act (particularly Sections 301(a), 304 and 309 thereof), 
that Company show cause, if there be any, for its past and continuing departure 
from the requirements of this Commission’s Uniform System of Accounts; all 
in the manner hereinafter provided. 


The Commission orders: 


Company shall show cause, if there be any, under oath and in writing within 
60 days from the issuance of this order, why the Commission should not find 
and determine: 

(1) That Company is reporting the financial data set forth in Account 266 
(i.e., accumulated deferred taxes on income), otherwise than as prescribed by 
the Commission’s Uniform System of Accounts, ail as indicated above, and 
therefore that it has and continues to violate the accounting and reporting 
requirements prescribed by the Commission through its Uniform System of 
Accounts ; 

(2) That this action by Company constitutes a willful and knowing viola- 
tion of the Federal Power Act; 

(3) That the Company be required to make, keep, preserve and report its 
accounts in the manner prescribed by this Commission in the Uniform System of 
Accounts Prescribed for Public Utilities and Licensees ; and 

(4) That the Company be ordered to file such substitute pages of its Annual 
Report for 1958 (FPC Form No. 1) to make the reporting of accumulated taxes 
on income therein consistent, and in compliance with the requirements of such 
reports as prescribed by the Commission. 


*Formerly Section 124A of the Federal Internal Revenue Act of 1950. 

*Not prescribed as part of this Commission’s Uniform System of Accounts for Public 
Utilities and Licensees. Order No. 204 (19 FPC 837) finds that surplus, even though 
restricted, is not an appropriate account for the classification of deferred taxes on income. 

*Registration Statements heretofore filed by Company under the Securities Act of 1933 
reflect the same practice. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Con- 
nole, Arthur Kline and John B. Hussey. 


BONNEVILLE PROJECT COLUMBIA RIVER, WASHINGTON-OREGON, 
DOCKET NO. E-6658 


ORDER EXTENDING CONFIRMATION AND APPROVAL OF RATE SCHEDULE 


(Issued January 21, 1960) 


The Secretary of the Interior, acting upon behalf of the Bonneville Power 
Administration (Bonneville) and pursuant to the Bonneville Act (50 Stat. 731), 
as amended, on December 21, 1959, requested that the confirmation and approval 
heretofore granted by Commission order issued April 20, 1956, in the above 
docket, (15 FPC 1314), for the period ending December 20, 1959, with respect 
to the rates and charges for electric energy contained in a contract between 
Bonneville and The Montana Power Company (Montana Power), be extended 
until December 19, 1964, the terminal date of the confirmation and approval 
of Bonneville’s general rate schedules, including rate schedules C-4 and H-3, 
as granted by Commission order issued December 16, 1959, Docket No. E-6887, 
22 FPC 1046. 

The Contract provides for the supply of firm power to Montana Power by 
Bonneville under a limited load factor provision which has the effect of modi- 
fying Bonneville’s afore-mentioned rate schedule C4, and provides further that 
Bonneville and Montana Power will exchange excess and emergency energy and 
account for such exchange by crediting the supplier thereof in an exchange 
energy account, the net balance in which will be settled for in accordance with 
Bonneville’s afore-mentioned rate schedule H-3, all as more fully set forth in 
the above-mentioned April 20, 1956, order in this matter. 


The Commission finds: 


It is appropriate for the purposes of the Bonneville Act that the confirmation 
and approval of the rates and charges for electric energy contained in the 
above-mentioned contract between Bonneville and Montana Power heretofore 
granted be extended and continued for a period commencing with the date of 


issuance of this order and terminating December 19, 1964, as hereinafter 
provided. 


The Commission orders: 


The confirmation and approval of the rates and charges for electric energy 
contained in the above-mentioned contract between Bonneville and The Mon- 
tana Power Company are hereby extended and continued for a period com- 


mencing with the date of issuance of this order and terminating December 
19, 1964. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TEXACO SEABOARD, INC., DOCKET NOS. G—15530, G—-16804 AND R1160-61 


ORDER DENYING REQUEST FOR CANCELLATION OF RATE SCHEDULE AND RELATED CER- 
TIFICATE PROCEEDING, CONSIDERING SUCH REQUEST AS A CHANGE IN RATE AND 
PROVIDING FOR HEARING ON AND SUSPENSION OF THE CHANGE; AND GRANTING 
MOTION TO TERMINATE RATE PROCEEDING 


(Issued January 21, 1960) 


On December 22 and 24, 1959, Texaco Seaboard, Inc. (Seaboard) tendered 
for filing a notice of termination of its FPC Gas Rate Schedule No. 25 and an 
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informal protest to the issuance of a related certificate in pending Docket No. 
G—15530 involving a sale of casinghead gas to West Lake Natural Gasoline 
Company (West Lake) in the South Lake Trammell Field, Nolan County, 
Texas. The residue gas therefrom is resold to El Paso Natural Gas Company, 
of which West Lake is a wholly-owned subsidiary. 

In its filings, Seaboard states that effective January 22, 1960, the percent- 
age portion of the pricing provisions of its contract will become operative and 
thus the rate schedule and certificate proceeding should be cancelled. Sea- 
board’s contract with West Lake, dated February 27, 1956, provides that seller 
shall be paid 50% of the amount buyer receives for residue gas sold, but also 
sets forth specific minimum prices per Mcf at 14.65 psia over its ten-year term 
equal to 50% of the following: 10.0¢ until December 31, 1957; 11.0¢ from 
January 1, 1958 through December 31, 1962; and 12.0¢ thereafter. Such sched- 
ule of specific minimum prices coincides with one-half of the contract rate to 
which West Lake is entitled during such ten-year period. 

In support of its contention, Seaboard cites the Commission’s rejection of 
Texaco Inc.’s FPC Gas Rate Schedule No. 162 and vacation of the related cer- 
tificate issued in Docket No. G-12317, and states that the sale of the gas involved 
will become a percentage sale as defined in Section 154.91(e) of the Regulations 
under the Natural Gas Act, commencing January 22, 1960. In this regard, it 
should be noted that Texaco Inc.’s rate schedule was rejected and the certifi- 
eate vacated for the reason that the contract involved merely provided a price 
of 50% of the price received by the buyer, but not less than 5.0¢ per Mcf, and 
that it appeared that the interests of all parties could be amply protected by 
controlling the buyer’s resale rate. 

West Lake has filed to place in effect, subject to refund, a favored-nation 
increased rate of 13.9836¢ per Mcf which was suspended in Docket No. G-19156 
until January 22, 1960. Inasmuch as West Lake’s increase is involved in a 
Suspension proceeding and may ultimately be disallowed, Seaboard should also 
be required to file for its proportionate part of said increase and have it condi- 
tioned similarly so that West Lake will be assured of regaining the sum it pays 
Seaboard if West Lake’s increase is not allowed. 

Accordingly, as other producers selling to West Lake under similar contracts 
have filed revenue-sharing increases, reflecting West Lake’s favored-nation in- 
crease to El Paso to become effective subject to refund on January 22, 1960, 
which were suspended, it is considered (1) that Seaboard’s subject filings should 
be considered as an increased rate proposal and not as a percentage sale as 
defined by said Section 154.91(e) of the Regulations; (2) that the subject filings 
herein considered as an increased rate proposal should be designated as Supple- 
ment No. 2 to Seaboard’s FPC Gas Rate Schedule No. 25, subject to conditions 
hereinafter provided; (3) that said Supplement No. 2 should be suspended for 
one day from January 22, 1960, the date of expiration of statutory notice and 
also the date West Lake’s increase to El Paso will become effective subject to 
refund ; and (4) that the increased rate and charge contained in said Supplement 
No. 2 may be unjust, unreasonable, unduly discriminatory or preferential, or 
otherwise unlawful. 

On January 4, 1960, Seaboard filed its petition requesting the Commission 
to terminate the proceeding in Docket No. G—16804 and to permit Supplement 
No. 1 to Seaboard’s FPC Gas Rate Schedule No. 25 involved therein to continue 
in effect without obligation to refund. In support of its petition, Seaboard cites 
the Commission’s action terminating proceedings In the Matter of The Pure Oil 
Company, Docket No. G—14049, et al., which involved certain similar sales 
at the identical rate. 
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Said Supplement No. 1 proposed a 0.5¢ per Mcf periodic increase to a rate of 
5.5¢ per Mcf and was placed in effect subject to refund on December 17, 1958. 
Seaboard states that it has collected about $56 subject to refund under said 
Docket No. G-16804. Accordingly, in view of our related actions and the de 
minimus nature of the amounts involved, it is further considered that said 
Supplement No. 1 should be allowed to continue in effect as of December 17, 1958, 
without obligation to refund, that the agreement and undertaking therefor should 


be discharged and that the proceeding in Docket No. G—16804 should be 
terminated. 


The Commission finds: 


(1) It is necessary and proper in the public interest and to aid in the enforce 
ment of the provisions of the Natural Gas Act that the Commission should (a) 
deny Seaboard’s request for cancellation of its FPC Gas Rate Schedule No. 25 
and related certificate proceeding pending in Docket No. G—15530; (b) consider 
the aforementioned December 22 and 24, 1959 filings of Seaboard as a change in 
rate, designated as Supplement No. 2 to Seaboard’s FPC Gas Rate Schedule 
No. 25, Provided, however, that Seaboard submit the material necessary to con- 
form such filings to that prescribed for notices of change of rate in the Natural 
Gas Act and the Regulations Under The Natural Gas Act; (c) enter upon hear- 
ings concerning the lawfulness of said Supplement No. 2 and suspend said Sup- 
plement No. 2 and defer the use thereof as hereinafter provided ; and (d) require 
undertaking. 

(2) Good cause has been shown for permitting Supplement No. 1 to Seaboard’s 
FPC Gas Rate Schedule No. 25 to continue in effect as of December 17, 1958, 
without obligation to refund any amounts collected thereunder, for discharging 
the agreement and undertaking filed in Docket No. G—16804, and for terminating 
the proceeding in Docket No. G—16804. 


The Commission orders: 


(A) Seaboard’s request for cancellation of its FPC Gas Rate Schedule No. 25 
and related certificate proceeding pending in Docket No. G—15530 is denied. 

(B) Seaboard’s December 22 and 24, 1959 filings are considered as a change 
in rate and are designated Supplement No. 2 to Seaboard’s FPC Gas Rate 
Schedule No. 25; provided, however, that Seaboard submit the material neces- 
sary to conform such filings to that prescribed for notices of change of rate in 
the Natural Gas Act and the Regulations under the Natural Gas Act. 

(C) Pursuant to the authority of the Natural Gas Act, particularly Sections 
4 and 15 thereof, the Commission’s Rules of Practice and Procedure, and the 
Regulations under the Natural Gas Act (18 CFR, Chapter I), a public hearing 
be held upon a date to be fixed by notice from the Secretary concerning the law- 
fulness of the proposed rate and charge contained in Supplement No. 2 to Sea- 
board’s FPC Gas Rate Schedule No. 25. 

(D) Pending such hearing and decision thereon, said Supplement No. 2 be 
and is hereby suspended and the use thereof deferred until January 24, 1960, 
and until such further time as each is made effective in the manner hereinafter 
prescribed. 

(E) The rate, charge, and classification set forth in said Supplement No. 2 
shall be effective as of January 24, 1960: Provided, however, That within 20 
days from the date of this order, Seaboard shall execute and file with the 
Secretary of the Commission the agreement and undertaking descrihed in 
paragraph (E) below. 

(F) Seaboard shall refund at such times and in such amounts to the persons 
entitled thereto, and in such manner as may be required by final order of the 
Commission, the portion of the rates found by the Commission in Docket No. 
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RI60-61 not justified, together with interest thereon at the rate of six percent 
per annum from the date of payment to West Lake until refunded ; shall bear all 
costs of any such refunding; shall keep accurate accounts in detail of all 
amounts received by reason of the rate of charge allowed by this order to be- 
come effective, for each billing period, specifying by whom and in whose behalf 
such amounts were paid; and shall report (original and one copy), in writing 
and under oath, to the Commission monthly, or quarterly if Seaboard so elects, 
for each billing period, and for each purchaser, the billing determinants of 
natural gas sales to such purchasers and the revenues resulting therefrom, as 
computed under the rate in effect immediately prior to the date upon which the 
rate allowed by this order becomes effective, and under the rate allowed by 
this order to become effective, together with the differences in the revenues so 
computed. 

(G) As a condition of this order, within 20 days from the date of issuance 
thereof, Seaboard shall execute and file in triplicate with the Secretary of this 
Commission its written agreement and undertaking to comply with the terms of 
paragraph (D) hereof, signed by a responsible officer of the corporation, evi- 
denced by proper authority from the board of directors, and accompanied by a 
certificate showing service of copies thereof upon all purchasers under the rate 
schedule involved, as follows: 

Agreement and Undertaking of to Comply with 
the Terms and Conditions of Paragraph (D) of the Federal Power Com- 
mission’s Order Making Effective Proposed Rate Changes 

In conformity with the requirements of the order issued 

, in Docket No. G— hereby agrees and undertakes to 
comply with the terms and conditions of paragraph (D) of said order, and 
has caused this agreement and undertaking to be executed and sealed in its 
name by its officers, thereupon duly authorized in accordance with the terms 
of the resolution of its board of directors, a certified copy of which is ap- 
pended hereto this day of ‘ 

Texaco SEABOARD, INC. 


(Secretary) 


Unless Seaboard is advised to the contrary within 15 days after the date of 
filing such agreement and undertaking, its agreement and undertaking shall 
be deemed to have been accepted. 

(H) If Seaboard, in conformity with the terms and conditions of paragraph 
(D) of this order, makes such refunds as may be required by order of the Com- 
mission, it shall be discharged of its undertaking ; otherwise, it shall remain in 
full force and effect. 

(I) Neither the supplement hereby suspended nor the rate schedule sought 
to be altered thereby shall be changed until the periods of suspension have 
expired, unless otherwise ordered by the Commission. 

(J) Interested State commissions may participate as provided by Sections 
1.8 and 1.37(f) of the Commission’s Rules of Practice and Procedure (18 CFR 
1.8 and 1.37(f) ). 

(K) Supplement No. 1 to Seaboard’s FPC Gas Rate Schedule No. 25, is 
hereby permitted to continue in effect as of December 17, 1958, without obliga- 
tion to refund any amounts collected thereunder, and the agreement and under- 
taking in Docket No. G—16804 is discharged. 

(L) The proceeding in Docket No. G—16804 is terminated. 
Commissioner Kline not participating. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; William R. 
Connole, Arthur Kline and John B. Hussey. 


UNITED STATES DEPARTMENT OF THE INTERIOR, BONNEVILLE 
POWER ADMINISTRATION, DOCKET NO. E-6611 


ORDER EXTENDING CONFIRMATION AND APPROVAL OF RATE SCHEDULE 
(Issued January 21, 1960) 


The Secretary of the Interior, acting upon behalf of the Bonneville Power 
Administration (Bonneville) and pursuant to the Bonneville Act (50 Stat. 
731), as amended, on December 21, 1959, requested that the confirmation and 
approval heretofore granted by Commission order issued August 26, 1955, in 
the above docket, (14 FPC 981), for the period ending December 20, 1959, with 
respect to Bonneville’s rate for the sale of “provisional energy” to any industrial 
customer of Bonneville purchasing both firm and interruptible energy, be ex- 
tended until December 19, 1964, the terminal date of the confirmation and 
approval of Bonneville’s general rate schedules as granted by Commission order 
issued December 16, 1959, Docket No. B-6887, 22 FPC 1046, Bonneville’s rate for 
such sale of “provisional energy” involves a special application of the above- 
mentioned general rate schedules of Bonneville. 

“Provisional energy”, as described in the electric energy service contracts 
between Bonneville and its industrial customers, is energy, subject to recall, 
which is generated by extra releases of water at the Hungry Horse Project 
in excess of amounts to which Bonneville would otherwise limit releases in order 
to protect its firm obligations against the possible occurrence of adverse water 
conditions. 


The Commission finds: 


It is appropriate for the purposes of the Bonneville Act that the confirmation 
and approval of Bonneville’s rate for the sale of “provisional energy” to any 
industrial customer of Bonneville purchasing both firm and interruptible energy 
heretofore granted be extended and continued for a period commencing with 
the date of issuance of this order and terminating December 19, 1964, as herein- 
after provided. 


The Commission orders: 

The confirmation and approval of Bonneville’s rate for the sale of “provi- 
sional energy” to any industrial customer of Bonneville purchasing both firm 
and interruptible energy are hereby extended and continued for a period com- 


mencing with the date of issuance of this order and terminating December 
19, 1964. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


DORCHESTER CORPORATION, DOCKET NO. G-6505; NATURAL GAS 
PIPELINE COMPANY OF AMERICA, DOCKET NOS. G-3123, G—12157, 
G-2083 AND G-2302 


ORDER APPROVING SETTLEMENT AND PRESCRIBING REFUNDS 


(Issued January 22, 1960) 


These are rate proceedings arising under the Natural Gas Act. The pro- 
ceeding in Docket No. G—6505 involves an increased rate proposal tendered by 
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Dorchester Corporation (Dorchester) ,’ on December 6, 1954, for sales of natural 
gas to the Natural Gas Pipeline Company of America (Natural), from the 
Guymon-Hugoton Field, Texas County, Oklahoma. The Commission, by its order 
issued December 29, 1954, suspended and deferred the use of Dorchester’s pro- 
posed increased rate and charge until March 1, 1955. Pursuant to appropriate 
motion of Dorchester and order of the Commission issued April 16, 1955, the in- 
creased rate was made effective as of March 1, 1955, subject to refund. By order 
issued on November 14, 1955, in Docket No. G—6505, 14 FPC 1093, the Commis- 
sion found and determined that the minimum price rate of 9.8262¢ per Mcf 
prescribed by the July 29, 1952 order of the Oklahoma Corporation Commis- 
sion to be the legal rate on June 7, 1954, for gas sold by Dorchester to Natural; 
the minimum price rate of 9.8262¢ per Mcf having been previously tendered by 
Dorchester and accepted for filing by the Commission on the condition that 
the 9.8262¢ per Mcf price be upheld in their pending litigation. 

The matter is immediately before us now for consideration of a motion filed 
by Dorchester on September 15, 1959, requesting that the Commission enter an 
order approving a settlement agreement with Natural, and “directing” that 
Dorchester be fully and completely discharged of all claims of Natural against 
Dorchester arising out of the “invalidity” of the Oklahoma minimum price 
order and the various court and Commission proceedings which followed 
thereafter. 

Dorchester’s motion is the direct result of the decision of the United States 
Court of Appeals for the Third Circuit in Natural Gas Pipeline Company of 
America v. FPC, 253 F. 2d 3 (1958), cert. denied, 357 US 927 (The “Dorchester 
ease”), in which the Court held that the contract rate “under the mandate of 
the Supreme Court must be held to have been the rate effective on June 7, 
1954.” Accordingly, the Court, among other things, directed the Commission 
“to rescind” its action accepting the Oklahoma minimum price of 9.8262 cents 
per Mef as the effective rate for Dorchester’s sales to Natural. 

Further, the Court stated: 

The Commission’s order of January 5, 1956 is modified so as to provide 
that effective as of the date thereof, the rate of 6.253¢ per Mcf be reinstated 
as the effective rate for the period prior to March 1, 1955, (which is the 
date the proposed increased rate became effective, subject to refund). Para- 
graph (D) of said order is modified so as to direct that the refund to be 
made by Dorchester to petitioner pursuant thereto be computed on the 
basis of the difference between 10¢ per Mcf and 6.253¢ per Mcf for the 
period from March 1, 1955 to January 5, 1956. 

Four basic points are advanced by Dorchester in support of its motion filed 
September 15, 1959. In summary, they are as follows: 

(1) Natural’s outstanding claims against Dorchester, with interest, amounts 
to $1,621,124.89 to June 1, 1959. 

(2) Dorchester’s present financial condition is extremely insecure and Dor- 
chester cannot, out of its available resources, pay the refund claims of Natural 
in full, and if compelled to do so by judicial decree, Dorchester’s ability to 
continue its operations would be seriously impaired. 

(3) The proposed settlement is the only feasible solution which will enable 
Dorchester to continue its operations and its delivery of gas to Natural. 


1Formerly Panoma Corporation. 
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(4) Approval by the Commission of such settlement is therefore consistent 
with and in the public interest. 

Natural’s claims against Dorchester fall into two categories. The first, which 
involves alleged overpayments for the period from July 1, 1954, to March 1, 1955, 
has been and is the subject of a suit by Natural against Dorchester in the 
United States District Court for the State of Delaware. The second stems 
from the previously mentioned decision of the United States Court of Appeals 
for the Third Circuit and covers the period commencing March 1, 1955, and 
ending January 31, 1958.2, As noted above, the total amount computed to be due 
Natural is $1,621,124.89. This includes a principal amount of $1,322,497.57, plus 
interest at 6% per annum to June 1, 1959, of $298,627.32. 

As a comparison, the motion points out, if the July 1, 1956, contract escala- 
tion of 7.1462¢ per Mcf had been filed as permitted by the contract—and made 
effective as of that date—Dorchester would be obligated to refund a principal 
amount of $1,106,754.79, to which interest added at 6% per annum to June l, 
1959, would contribute $271,763.41, for a total of $1,378,518.20. 

Dorchester sets forth in its aforementioned motion that its present financial 
condition is extremely precarious. Attached to the motion as an exhibit, is an 
audited financial statement for the year ending December 31, 1958, which 
reflects the refund claims of Natural. Dorchester points out that the stock- 
holders’ equity—deficit—is $692,419, and the ratio of current assets to current 
liabilities is 0.42 to 1, and states that cash flow from operations has been 
insufficient to meet its long term debt requirements resulting in accrued interest 
payable. Also attached as Exhibit 4 to the motion is an unaudited financial 
statement as of June 30, 1959. Dorchester states that the change in stock- 
holders’ equity in the June 30, 1959, balance sheet results from a capital con- 
tribution by Oil and Gas Property Management, Inc., of their note in the 
principal amount of $2,600,000 plus accrued interest; that subsequent to June 
30, 1959, it was necessary to fund $500,000 of the accrued interest on the Har- 
rington, et al. notes resulting in the aggregate principal amount of such notes 
now being $4,000,000; that the Harrington, et al. notes are secured by a first 
mortgage on Dorchester’s gasoline plants; that Dorchester acquired the lease- 
hold properties subject to a first mortgage securing notes in the aggregate 
amount of $35,000,000, upon which the unliquidated balance at the present time 
is in excess of $32,000,000. Dorchester further states that, out of its resources, 
it cannot pay the refund claims of Natural; that if Natural obtains a judgment 
against Dorchester based on its claims, there does not appear to be any effective 
method whereby Natural could effect any substantial collection of such judg- 
ment within the foreseeable future and any such attempt would carry at the 
very least the risk of the loss of the gasoline plants by Dorchester and the 
possible interruption or impairment of the delivery of gas to Natural. 

Concerning the disposition of its gas revenues, Dorchester sets forth the fol- 
lowing: “The gas leaseholds dedicated to the contract (with Natural) are under 
mortgage and deed of trust of the First National Bank of Dallas, Trustee, as a 
result of loans made by Metropolitan Life Insurance Company and The Mutual 
Life Insurance Company of New York in connection with the financing of the 
acquisition of the leaseholds. Natural made excess payments, under protest, 


2 Payment for gas delivered by Dorchester to Natural subsequent to January 31, 1958, 
was made at the contract price of 6.253¢ per Mcf. On April 11, 1958, Dorchester filed 
a rate change to give effect to the July 1, 1956, contract escalation to be a fixed price of 
7.1463¢, which the Commission accepted to be effective on May 12, 1958. 
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to the trustee for gas sold under the contract which in turn disbursed the 
moneys as follows: 


Percent of 
Total 


Insurance companies. 72. 54 
Owner of reserved production payment. 0. 38 
Royalty owners and the State of Oklahoma 

for gross production taxes 323,275 24.44 
Dorchester 2. 64 


1, 322,498 100.00 


Dorchester received only approximately 214% of the proceeds from gas sales 
to Natural. Approximately 25% of the excess payments by Natural went to 
the State of Oklahoma as production tax and to royalty and other interest 
owners. Dorchester is attempting to recover these overpayments but the State 
of Oklahoma has indicated that it will not honor Dorchester’s claim for excess 
production tax payments. Similarly, Dorchester is attempting to collect excess 
royalty and other interest owner overpayments but the amount of collection 
losses cannot be predicted at this time. 

Dorchester, in its motion, sets forth in broad statements the course of the 
negotiations which resulted in the proposed settlement. Finally, it is stated: 
“as a last ditch proposal Dorchester offered to pay to Natural the sum of 
$1,000,000 in cash as a compromise and full settlement of all refund claims. 
Natural agreed to accept this offer, subject to Commission approval, by execut- 
ing on May 28, 1959, a letter agreement...” It is known to the Commission 
that the discussions between Dorchester and Natural extended over a long 
period of time. It is also known that these parties have considered other possi- 
bilities of settlement of the refund obligations due Natural. 

In order to raise the proposed $1,000,000 for settlement of the refund claims, 
Dorchester states “that it has worked out the principles of a multiparty agree- 
ment whereby the Insurance Companies, Cortez Oil Corporation (‘Cortez’) 
the holder of the reserved production payment, and Dorchester would forego 
25% of future amounts from the Oklahoma properties normally payable to! 
them by the trustee. The 25% of the amounts so available will be in turn 
paid to a bank to serve principal and interest payments of a $1,000,000 loan 
to Dorchester.” Dorchester represents that these arrangements have been 
agreed to in principle, that documents to accomplish the $1,000,000 loan have 
been drafted, and that a loan commitment has been received from a bank, all 
subject to Dorchester’s obtaining Commission approval of this proposed refund 
settlement. 

Note 7 to Dorchester’s financial statements for 1958, reads, in part, as follows 
(Exhibit 3 to Motion) : 

Accordingly, the amount of $1,631,338 (representing excess payments by 
Natural) has been recorded as a current liability by charges to retained 
earnings (deficit) account for $1,229,225, interest expense for the year 1958, 
$78,838, and a receivable from royalty owners and the State of Oklahoma 
for $323,275. In addition to the above, Dorchester Corporation has pre- 
viously paid, from its own funds, to royalty owners and the State of Okla- 
homa from gross production taxes amounts aggregoting $229,069. Counsel 
is of the opinion that the amounts due from royalty owners are recover- 
able. Dorchester Corporation on September 26, 1958 has furnished writ- 
ten agreements to all royalty owners which provide that the amounts may 
be reimbursed in full presently or by withholding over a period of time at 
the rate of 25% of payments due from future production. As a result 
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thereof, executed agreements covering $196,000 of the aggregate due from 
royalty owners have been received. During the three months ending 
December 31, 1958, the Company has received reimbursement or withheld 
from royalty owners $40,213. Regarding the overpayments to the State of 
Oklahoma for gross production taxes, a claim for refund of $122,523 was 
filed with the State. The State has informally indicated that the claim 
will not be accepted. Dorchester has revised the claim to accomplish legal 
formalities, so that, if denied, it will be better able to take legal action to 
enforce the claim. 

Concurrently with the filing of Dorchester’s motion on September 15, 1959, 
Natural filed a motion requesting an order approving a proposed plan of refund 
to Natural’s customers of refunds to be obtained from Dorchester as set forth 
in Schedule A attached to its said motion and that the Commission find and 
order that Natural, upon completion thereof, be fully and finally discharged of 
any further obligation to its customers to make any refunds with respect to 
Natural’s claims against Dorchester and Panoma Corporation (a predecessor 
of Dorchester) arising out of the Oklahoma minimum price order. The motion 
of Natural is a corollary to the motion of Dorchester previously discussed. 

After referring to the agreement to settle its claims against Dorchester for 
$1,000,000, Natural states: 

Natural has diligently pursued all available remedies in an attempt to 
recover the moneys owed to it by Dorchester, but has concluded that such 
company is financially incapable of paying the same in view of the heavy 
mortgage of Dorchester’s physical properties, Dorchester’s substantial stock- 
holder equity deficit ($692,419 as of December 31, 1958), a cash flow 
position insufficient to service existing long-term indebtedness, current 
liabilities which more than double current assets, and the fact that several 
loans to Dorchester secured by leaseholds are in default. It is Natural’s 
belief, therefore, that to adamantly insist upon payment of the full amount 
due Natural by Dorchester would be of small practical value and, if made 
the subject of the prolonged and complicated litigation that any attempt 
by Natural to judicially collect the same would inevitably entail, could 
substantially affect Dorchester’s ability to continue to deliver gas to Natural 
with corresponding detriment to the public interest. Accordingly, after 
extensive negotiations, Natural has accepted Dorchester’s offer of $1,000,000 
to finally and completely settle and liquidate these claims. 

The motion further states that it is the belief of Natural’s management, 
therefore, that the settlement agreement it has entered into with Dorchester 
represents, under the circumstances, the most satisfactory resolution of this 
matter for all concerned and that approval thereof by this Commission is in 
the public interest. 

In addition to the refunds proposed to be made as a result of the settlement 
with Dorchester, Natural proposes in its motion to make certain other refunds 
to its jurisdictional customers which result from the following circumstances: 

(1) During the period February 1, 1958 through May 11, 1958 (the date 
upon which Dorchester made its contract price of 7.1463¢ per Mcf effective 
as its FPC rate) Natural actually paid Dorchester 6.253¢ per Mcf, but in de- 
termining its overall system cost of service (inclusive of sales to main line indus- 
trials) for the purpose of making refunds for the period in connection with 
the settlement of Docket Nos. G-3123 and G—12157, it reflected the cost of gas 
purchased from Dorchester at 7.1463¢ per Mcf. ‘Since Dorchester’s effective 
rate during this period was 6.253¢ per Mcf, Natural’s actual overall system 
cost of service was $31,991.63 less than that utilized for the purpose of com- 
puting such refunds. Natural, therefore, in accordance with its undertakings 
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in this regard, intends to refund substantially all of this saving to its juris- 
dictional customers. 

(2) Pending Dorchester’s attempt to obtain certiorari by the Supreme Court 
of the United States of the decision of the United States Court of Appeals 
for the Third Circuit, Natural, in the rates that were made effective on May 22, 
1958, in Docket No. G—13950, reflected the cost of gas purchased from Dor- 
chester at 9.8262¢ Mcf (the price the Commission found in Docket No. 
G-6505 to be its legally effective rate) in determining its overall system cost 
of service (inclusive of sales to main line industrials). Upon denial of such 
application for writ of certiorari by the Supreme Court, Natural, on August 1, 
1958, filed the necessary adjustments in its rates in Docket No. G-13950 to 
reflect the then legally effective rate of Dorchester of 7.1463¢ per Mcf. During 
this period, namely from May 22, 1958 to August 1, 1958, Natural is obligated, 
under its undertakings in this regard, to refund to its customers the difference 
in its jurisdictional cost of service resulting from the lower cost of gas from 
Dorchester (7.1463¢ per Mcf) that Natural actually experienced during this 
period. Based on total sales made to Natural by Dorchester during this period, 
the difference in Natural’s overall system cost of service (inclusive of sales to 
main line industrials) was $69,993.56, substantially all of which Natural in- 
tends to refund to its jurisdictional customers. 

Natural has calculated all refunds to be made hereunder on the same basis 
it used in determining the amount of the refunds to be made in connection 
with the excess payments heretofore recovered from Dorchester, which was 
approved by the Commission in its order issued in Docket No. G-3123, et al., 
on October 31, 1958. 

Schedule A* attached to this order shows in detail the calculation of such 
refund and the amount to be paid to each of Natural’s customers for the periods 
covered. 

Natural states that it has heretofore recovered all excess payments made to 
Panoma Corporation and has made proper refund to its jurisdictional cus- 
tomers.’ Additionally, that it has heretofore refunded a substantial amount 
of money to its jurisdictional customers as a result of the return or recovery 
of certain excess payments tendered to Dorchester during the period Decem- 
ber 1, 1955 through May 31, 1958, following the decision of the Third Circuit 
hereinabove referred to.* Natural further states that with the refunds to be 
made hereunder, a long and complex series of litigations can be marked closed. 

Interested parties in these proceedings have been furnished copies of the 
aforementioned motions filed by Dorchester and Natural on September 15, 1959, 
setting forth the proposed settlement agreement and requesting the Commis- 
sion’s approva) thereof. To date no exceptions to the proposed settlement or 
comments have been received. 

The involved circumstances surrounding Dorchester’s transactions, its earn- 
ings, past and prospective, and its generally insecure financial position lead 
to the conclusion that the public interest would best be served if the settle 
ment agreement be approved. The staff so recommends and therefore supports 
the motions of Dorchester and Natural. 

Our review of the motions and the various attachments, discussed in part 
above, indicates that the proposed settlement is in the public interest and will 
serve to maintain the financial integrity of the company and its ability to render 
continuing service to the benefit of both the consuming public and Dorchester. 


*Omitted in printing. 
® See the Commission’s order issued on October 31, 1958, in Docket Nos. G-3123, et al. 
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The Commission finds: 


(1) The settlement of the rate proceeding in Docket No. G-6505 as proposed 
by Dorchester and agreed to by Natural, and supported by the staff, no excep- 
tions or comments having been received from interested parties to the proceed- 
ing, subject to the condition hereinafter ordered, is reasonable, proper and in 
the public interest in carrying out the provisions of the Natural Gas Act, and 
such settlement agreement should be approved and made effective as hereinafter 
provided and ordered. 

(2) The proposed refunds to be made by Natural to its customers in the 
amounts and for the periods covered as outlined in Schedule A attached to 
this order, and to which the interested parties to these proceedings have not 
objected, are reasonable and proper and should be approved and made effective 
as hereinafter provided and ordered. 


The Commission orders: 


(A) The settlement of the rate proceeding in Docket No. G—6505 on the basis 
and terms set forth in the aforementioned settlement agreement proposed and 
agreed to between Dorchester and Natural, the interested parties to the pro- 
ceeding not having objected thereto, is hereby approved. 

(B) Refunds to be made by Natural to its customers in the amounts and for 
the periods covered as set forth in Schedule A attached to this order are hereby 
approved and directed to be made. 

(C) Upon completion by Natural of its refund obligations ordered herein, and 
by the Commission’s several orders issued in the above-captioned proceedings, 
Natural be discharged from further obligation to its customers in respect to 
Natural’s claims against Dorchester and Panoma Corporation arising out of 
the 9.8262¢ per Mcf minimum price order of the Oklahoma Corporation 
Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
William R. Connole, Arthur Kline and John B. Hussey. 


OTTER TAIL POWER COMPANY, DOCKET NO. E-6916 


ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued January 22, 1960) 


Otter Tail Power Company (Applicant), incorporated under the laws of 
the State of Minnesota, and doing business as a qualified foreign corporation 
in the States of North Dakota and South Dakota, with its principal place of 
business at Fergus Falls, Minnesota, filed an application on December 7, 1959, 
with an amendment thereto on December 14, 1959, for authority, pursuant to 
Section 204 of the Federal Power Act, to issue short-term unsecured Promissory 
Notes in the maximum principal amount of $7,000,000 outstanding at any 
one time. 

The proposed Notes will be issued in varying principal amounts from time 
to time prior to December 31, 1962, and will mature within one year or less 
from their respective dates of issue. They will be issued to banks as original 
Notes or in renewal of Notes heretofore issued or to be issued hereafter.’ 


1By Commission order issued January 16, 1958, In the Matter of Otter Tail Power 
Company, Docket No. E-6790 (19 FPC 94), Applicant was authorized to issue prior to 
DecemBer 31, 1959, up to $7,000,000 principal amount of short-term unsecured Promissory 
Notes. At the time of filing the subject application, Applicant expected a maximum of 
$3,508,500 principal amount of those Notes to be outstanding as of December 31, 1959. 
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Each of the proposed Notes will bear interest at a rate not to exceed 544% 
per annum. The application states that as the need arises therefor Applicant 
expects to request loans from the First National Bank of Minneapolis and 
from banks in Applicant’s territory, including the First National Bank of 
Fergus Falls, the Fergus Falls National Bank and Trust Company, and the 
Security State Bank of Fergus Falls, providing the terms secured are at least 
as favorable. 

Applicant states that no underwriting commissions or finder’s fees will be 
paid in connection with the proposed issuance of Notes. Applicant further 
states that the proposed Notes will not be acquired by the lending banks for 
resale to the public except that the First National Bank of Minneapolis may 
issue a participation in the proposed Notes to other banks. 

The proceeds to be obtained from the proposed issuance of Notes will be 
applied to refund bank loans incurred by Applicant in 1959 for financing the 
balance of its 1956-1959 construction program and to provide funds for financing 
temporarily Applicant’s 1960-1962 construction program. Applicant states that 
its estimated expenditures will be $4,473,700 in 1960, $4,843,000 in 1961, and 
$6,999,000 in 1962 for the construction of generating, transmission and distri- 
bution, and other utility facilities. Applicant recently completed its 53,500 
kw steam electric generating station at Hoot Lake near Fergus Falls, Minne- 
sota, and added approximately 28 miles of 115 kv and 186 miles of 41.6 kv 
lines to its transmission system. Information on file with the Commission 
indicates that in 1960-1961 new construction by Applicant will include 
approximately 111 miles of 115 kv and 66 miles of 41.6 kv transmission lines. 

Applicant advises that while no definite plans have yet been formulated for 
permanent financing of its current construction program, Applicant expects 
to issue long-term debt and equity securities, including First Mortgage Bonds, 
as the opportunity presents itself. 

Written notice of the application has been given to the Railroad and Ware- 
house Commission of Minnesota, the Public Service Commission of North Dakota, 
and the Public Utilities Commission of South Dakota and to the Governor of 
each of those States. Notice of the application has also been given by publication 
in the Federal Register on December 22, 1959 (24 F.R. 10418), stating that 
any person desiring to be heard or to make protest with reference to said 
application should on or before January 4, 1960, file with the Federal Power 
Commission, Washington 25, D.C., petitions or protests. No petition or protest 
or request to be heard in opposition to the granting of the application has 
been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued October 25, 
1957, In the Matter of Otter Tail Power Company, Docket No. E-6776 (18 
FPC 538). 

(2) The proposed issuance of Promissory Notes, described above, will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes, described above, will be 
in excess of 5% of the par value of the other securities of the Applicant and, 
therefore, will not be exempt by virtue of Section 204(e) of the Act from the 
requirements of Sectior. 204(a) of the Act. 

(4) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act, and the proposed issuance 
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of Promissory Notes, described above, is, therefore, not exempt by virtue of 
that Section from the requirements of Section 204 of the Act. 

(5) The proposed issuance of Promissory Notes, described above, will be 
exempt from the competitive bidding requirements of Section 34.la of the 
Commission’s Regulations under the Federal Power Act by reason of Section 
34.1la(a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant 
and compatible with the public interest, which is appropriate for and con- 
sistent with the proper performance by the Applicant of service as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance by Applicant of Promissory Notes, whether an 
original or renewal Note, in the maximum principal amount of $7,000,000 out- 
standing at any one time, including as a part of that maximum principal amount 
all Promissory Notes of Applicant outstanding as of December 31, 1959, upon the 
terms and conditions and for the purposes specified in the application, all as 
described above, is authorized subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Promissory Notes issued pursuant hereto being prior to December 31, 1963. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any other matter whatsoever 
now pending or which may come before this Commission or any other regulatory 
body. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


UNITED FUEL GAS COMPANY, DOCKET NOS. G-—2451 AND G-5475 


OPINION AND ORDER DETERMINING ISSUES RESERVED IN LIMITED SETTLEMENT AND 
PROVIDING FOR REFUNDS 


(Issued January 22, 1960) * 
Syllabus 


1. In accordance with Amere and El Paso cases, Commission allows United Fuel 
to retain tax benefits resulting from use of liberalized depreciation methods 
permitted under Section 167 of the Internal Revenue Code, subject to tax 
deferral accounting. P. 131. 

2. Pursuant to Congressional intent, producer of natural gas should receive 
the benefit of tax savings resulting from percentage depletion and expens- 
ing of intangible well drilling costs permitted by Internal Revenue Code. 
P. 132. 

3. Since United Fuel’s “fair return” on well-mouth properties is greater than 
the amount of tax savings resulting from percentage depletion and ex- 
pensing of intangible well-drilling costs, United Fuel should be allowed only 
the “fair return”. P. 132. 


* Designated Commission Opinion No. 334. Initial decision appears on p. 156. Modified, 
and rehearing denied, by Op. 334—A and order issued March 18, 1960, post, p.512. Remanded 
295 F. 2d 109 (CA4-1961). 
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4. The combination of expensing intangible well-drilling costs and deducting 
percentage depletion results in a tax saving, and not a tax deferral as 
United Fuel contends. P. 133. 

5. It is proper to use a 5-year average amount in determining proper deduction 
for intangible well-drilling costs, but it is not proper to use a 5-year average 
in determining percentage depletion in computing Federal income taxes for 
United Fuel’s cost of service. P. 133. 

6. Commission orders United Fuel to make refunds to its customers under Sec- 

tion 4 of the Natural Gas Act. P. 135. 

Commissioner Kline concurring in the result. 

Commissioner Hussey dissenting in part. 

Commissioner Connole dissenting. 

John P. Randolph, Richard A. Rosan, W. C. Hart, R. K. Talbott and Tilford A. 
Jones for United Fuel Gas Company. 

E. H. Laylin, D. B. Leach and W. F. Laird for The Ohio Fuel Gas Company. 

Harry A. Kramer for The Manufacturers Light and Heat Company. 

William Bacter and Richard F. Ober for Baltimore Gas and Electric Company. 

Julian De Bruyn Kops and Roy D. Boucher for The Dayton Power and Light 
Company. 

Charles S. Rhyne, Brice W. Rhyne, and J. Parker Connor for the Cities of 
Lexington, Georgetown, Winchester, Cynthiana, Paris, Irvine, Ashland, Coving- 
ton, Ravenna, Newport, Fort Thomas, Dayton, Bellevue, Fort Mitchell, Catletts- 
burg, and Mount Sterling, Kentucky. 

Foster Ockerman and John R. Cook, Jr. for the City of Lexington, Kentucky. 

E. Durward Weldon for the City of Georgetown, Kentucky. 

Morris Weintraubd for the City of Newport, Kentucky. 

F. H. Henry and John J. Maloney for the City of Covington, Kentucky. 

Neil R. Macey for the City of Mount Sterling, Kentucky. 

Dodge L. Whipple for the City of Paris, Kentucky. 

Thomas D. Shumate for the City of Irvine, Kentucky. 

R. E. Foley for the City of Ravenna, Kentucky. 

Charles J. Schear for the City of Newport, Kentucky. 

John P. Lair for the City of Cynthiana, Kentucky. 

William Dupree, Jr., for the City of Fort Mitchell, Kentucky. 

A. W. Mann for the City of Ashland, Kentucky. 

Charles E. Graham for the City of Dayton, Kentucky. 

James EH. Adkins for the City of Catlettsburg, Kentucky. 

Frank E. O’Gallagher for the City of Bellevue, Kentucky. 

Beverly White and Thomas Numan for the City of Winchester, Kentucky. 

Lewis BE. Arnold for the City of Fort Thomas, Kentucky. 

Wilburn Caskey for the City of Ashland, Kentucky. 

James O. Watts for Commonwealth Natural Gas Corporation. 

C. Oscar Berry and Karl Michelet for The Washington Gas Light Company. 

Richard H. Rhein and Walter E. Beckjord for Cincinnati Gas and Electric 
Company and The Union Light, Heat and Power Company. 

Robert K. McCurdy for the Portsmouth Gas Company. 

W. Russell Gorman and Abraham R. Spalter for the Staff of the Federal Power 
Commission. 





Before Commissioners: Jerome K. Kuykendall, Chairman: Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 
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OPINION 


This case arose upon the filing by United Fuel Gas Company of rate increases 
under Section 4 of the Natural Gas Act, and is before us on exceptions to the 
presiding examiner’s decision. Issues relating to rate form have been disposed 
of by separate order and issues relating to rate level, except for certain reserved 
issues, have been disposed of by stipulation approved by us. The reserved issues 
now before us relate to the treatment of tax deductions arising from the use of 
certain provisions in the Internal Revenue Code, namely liberalized depreciation, 
percentage depletion, and expensing intangible well drilling costs. 

The first rate filing involved here was made on May 12, 1954, and was sus- 
pended by order issued June 4, 1954, in Docket No. G-2451; the second filing was 
made on November 4, 1954,? and was suspended by order issued December 3, 
1954, in Docket No. G-5475. Both filings sought increased rates amounting in all 
to $14,126,000 based on 1955 test year sales and proposed a change to a contract 
demand form of rate. The issue of rate form was heard in a consolidated pro- 
ceeding with Docket Nos. G—2450 and G-—5476 relating to filings by Central Ken- 
tucky Natural Gas Company, which, like United Fuel, is a subsidiary of the 
Columbia Gas System. After an order of the Commission issued May 11, 1956, 
15 FPC 730, approving the contract demand rate form of rate for United Fuel 
and Central Kentucky, and denial of rehearing, petitions for review were filed. 

By order of June 25, 1956, the Commission set a hearing in Docket Nos. G—2451 
and G—5475 relating to United Fuel alone on the question of rate level. Hearings 
were had on July 5 and 6, 1956, and, after negotiations, the parties entered into 
stipulations on September 20 and 27. The first stipulation provided for refunds 
in the amount of $2,750,000 to be paid by United Fuel to five wholesale customers 
from increased revenues collected between November 1, 1954 and December 31, 
1955. 

The second stipulation dealt with rates from and after January 1, 1956. It 
was agreed that the cost of service based on the test year 1955 and applicable to 
production and transmission cost of service amounted to $114,049,163 * employ- 
ing a 614 percent rate of return as set forth in Exhibit 38. Included in that cost 
of service is an allowance of $5,056,579 for Federal and State income taxes. It 
appears that this amount would be smaller if advantage had been taken of the 
Federal tax deductions referred to above. Based upon this cost of service the 
parties agreed that United Fuel would file revised rates containing a demand 
component of $1.40 per Mcf and a commodity component of 25.45 cents per Mcf 
effective September 1, 1956. This rate would continue to be effective through 
July 13, 1957, when new rates became effective after suspension in Docket No. 
G-—12195. United Fuel agreed to make a refund of $250,000 for the period 
January 1, 1956 through August 31, 1956. 

In the stipulation all parties and the Commission staff retained their rights as 
to the issues reserved by (A) the Washington Gas Light Company with respect 
to allocations, (B) the Cincinnati Gas & Electric Company and Union Light, 
Heat & Power Company with respect to the level of the cost of service and (C) 
intervening Kentucky Cities * with respect to Federal income taxes to be included 
in the cost of service for rate making purposes for the period commencing Jan- 


1F.P.C. Gas Tariff Fourth Revised Volume No. 1. 
2 Substitute First Revised Sheets Nos. 13 and 17. 
*The portion applicable to interstate sales for resale amounted to $100,373,510. 

* Ashland, Bellevue, Cattletsburg, Covington, Cynthiana, Dayton, Fort Mitchell, Fort 


Thomas, Georgetown, Irvine, Lexington, Mount Sterling, Newport, Paris, Ravenna, and 
Winchester. 
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uary 1, 1956. The stipulation was approved by Commission order issued Octo- 
ber 19, 1956, 16 F.P.C. 1069. 

Before the hearing was resumed on October 29, 1956, Washington Gas Light, 
Cincinnati Gas and Union withdrew their reservations. Thus at the hearing, 
which was concluded December 3, 1956, there was received only evidence relating 
to the issues reserved by the Kentucky Cities. After the filing of briefs by these 
cities and United Fuel, the presiding examiner issued his decision on December 
17, 1958. 

In his decision the presiding examiner thoroughly discussed all three of the 
tax questions. He concluded in accordance with the Commission’s Amere case* 
the benefit of liberalized depreciation should be retained by the utility with 
limitations as to its use and not passed on to the consumers, but with respect to 
percentage depletion and intangible well drilling costs he concluded that there is 
no discernible intention on the part of Congress that the benefits should be re- 
tained by the company. The presiding examiner thereupon computed the 
amount that United Fuel’s Federal income tax allowance and the demand and 
commodity components of its rate should be reduced, and ordered refunds. 

Exceptions to the presiding examiner’s decision were filed by United Fuel 
and by the Kentucky Cities. A number of amicus briefs* were filed by permis- 
sion of the Commission prior to the oral argument held March 17, 1959, and the 
questions referred to above are now before us for decision. 































Discussion of the Issues 





Our determination in this proceeding must be made in the light of our recent 
Opinion No. 326 in the El Paso rate case,’ although the principles there set 
forth must be considered in the light of the present record including the stipu- 
lation referred to above. In the El Paso case we held that in accordance with 
the intention of Congress the gas producer rather than the consumer, as an 
incentive to the production of gas, should retain the tax deferrals arising from 
liberalized depreciation, and the tax savings arising from percentage depletion 
and the expensing of intangible well drilling costs. With respect to liberalized 
depreciation we included in El Paso’s cost of service the amount by which the 
company’s taxes were reduced in the tax year through the exercise of this 
provision pointing out that such amount must, under our system of accounts, be 
credited to the appropriate account for deferred taxes. We stated that the 
net tax saving from percentage depletion and intangible well drilling costs 
should be taken into consideration in determining allowable return and rate of 
return. While we found that the assumed 6 percent was a proper rate of 
return on El Paso’s properties beyond the well mouth, we found that the 
intangible drilling and percentage depletion tax provisions would provide a suffi- 
cient return, at the rate of 8.61 percent, on the well mouth properties resulting 
in an overall return of some 6.35 percent. In the cost of service we included 
an amount representing a return at 6 percent on properties other than well 
mouth and an amount representing return on well mouth properties through 
the two tax provisions. 

Coming to the present case, before reaching the question of rate of return we 
would allow United Fuel initially to retain the benefits of liberalized deprecia- 










5 Amere Gas "Jtilities Co., et al., 15 FPC 781. 

*El Paso Na.ural Gas Company, Phillips Petroleum Company, Pacific Gas and Electric 
Company, Attorney General of the State of California, Public Service Commission of the 
State of Wisconsin, Memphis Light, Gas and Water Division, Independent Natural Gas 
Association of America, and Independent Petroleum Association of America. 


7 El Paso Natural Gas Co., 22 FPC 260, Docket No. G-4769, rehearing denied 22 FPC 659, 
October 8, 1959. 
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tion, percentage depletion and expensing the intangible well drilling costs. 
With respect to the first item, we are of the opinion that our reasoning in the 
Amere case * is equally applicable to this rate case as it was in El Paso, and we 
shall allow United Fuel to retain without eliminating from its cost of service 
tax reductions in the test year resulting from the use of this statutory provision, 
subject, of course, to the tax deferral accounting required in our Order No. 203 
(19 FPC 826). 

It is true that the Amere case was directly concerned with accounting only, 
and that the review proceedings were dismissed without prejudice because the 
petitioning Kentucky Cities were not aggrieved.’ However, on rehearing we had 
stated that the effectuation of our views would be accomplished in an appropriate 
rate proceeding.” Such a proceeding is now before us, and it has been necessary 
for us to determine whether to apply the principles of the Amere case in deciding 
a rate question. In doing so, we have not permitted either our Amere decision 
or our El Paso decision to prevent our fully considering the effect of liberalized 
depreciation on United Fuel and its customers. However, since the same 
reasoning used in the El Paso decision is equally valid here, it need not be 
repeated. The basis of our determination, as set forth in that decision, is that 
the purpose of Section 167 of the Internal Revenue Code is to assist expansion of 
facilities and economic growth; it is not to benefit consumers directly, but by 
the use of deferral accounting, the consumers are to be saved from injury. Such 
deferral accounting, in our opinion, is eminently sound, for with respect to any 
given piece of property subject to liberalized depreciation there is a deferral 
of taxes because of smaller amounts deducted in the later years as compared 
with the earlier years. We think that it would be speculative to assume that 
company expansion and price inflation will continue indefinitely and to assume 
that the net effect of liberalized depreciation will be to lower taxes each year 
in the foreseeable future. As a matter of procedure, the Kentucky Cities have 
had their opportunity to contest this issue and have done so vigorously in their 
briefs before the presiding examiner and in their exceptions. They now have 
every opportunity to make application for rehearing or to petition for review if 
they choose, as was made clear by the order of the court dismissing Amere. 

With respect to the initial allowance of the tax savings in the test year re- 
sulting from percentage depletion and the intangibles, we are of the opinion 
that we are as bound by the intention of Congress in this case as in the El Paso 
case. As we see it, these tax benefits must have been granted with the inten- 
tion and in the hope that the gas or oil producing taxpayer could make use of 
them. We are sure, however, that Congress must have been aware that a 
producer of gas, whether or not regulated, under certain competitive conditions 
might not necessarily be able to charge rates sufficient to enable it to retain the 
tax benefits, but that does not empower us to take them away automatically 
upon imposing regulation. We are sure also, that Congress must have been 
aware that the benefits derived would be very changeable depending on such 
matters as the market, revenues, tax rate, drilling program, etc. In determining 
rates we base our conclusions on a representative test year. Where there are 
tax benefits involved, we would allow a sufficient rate of return after consider- 
ing the benefits so that not only will the Constitutional guarantee of a fair 
return be satisfied, but also other criteria that we ordinarily employ in arriv- 
ing at a fair rate of return. These criteria would include consideration of the 
risks facing the producer as engaged in an industry with substantial and well- 
known risks. They woud include whatever was necessary to enable the com- 


8 Amere Gas Utilities Co., et al., 15 FPC 781. 


® Cities of Lexington, Georgetown, et al., Ky. v. F.P.C., CADC No. 13590 June 26, 1957. 
16 FPC 880. 
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pany to operate successfully. F.P.C. v. Hope Gas Co., 320 U.S. 591, 605. It is 
said that we may take all relevant factors into consideration, Bluefield Co. v. 
Public Service Commission, 262 U.S. 679, 692 including the effect of tax exemp- 
tions, Galveston Elec. Co. v. Galveston, 258 U.S. 388, 397-400. 

Of course, in applying the tax benefits, it is not necessary for us to determine 
whether they are necessary to enable the particular producer to operate success- 
fully, or, in the case of percentage depletion, to obtain a tax free return of its 
capital at some value above cost. Congress has chosen to grant these benefits 
to the entire industry to compensate it for its obvious hazards and to encourage 
the continued production of oil and gas. 

The record in the present case does not support the same result with respect 
to percentage depletion and the intangibles as in the Hl Paso case. Here the 
parties have stipulated that. United Fuel’s cost of service for the test period is 
reflected in Exhibit No. 38, which, as indicated above, shows a return at the 
rate of 6% percent on United Fuel’s entire rate base. The cost of service, as 
already noted, also includes an item in the amount of $5,056,579, representing 
Federal and State income taxes applicable to production and transmission cost 
of service. This item represents an allowance for taxes without using liberal- 
ized depreciation, percentage depletion and intangibles as deductions. The 
record itself does not show the portion of United Fuel’s rate base representing 
well-mouth properties. 

Unlike the El Paso case, there is nothing in the record to show that the addi- 
tional return available as a result of the tax provisions would be as much as 
614 percent on United Fuel’s well-mouth properties. In fact, information avail- 
able to our staff makes it clear that such additional return would amount to 
substantially less than 614 percent on United Fuel’s well-mouth properties.” 
While we determined in the Hl Paso case that the gas producers should be per- 
mitted to retain the benefits arising out of the tax provisions we held that such 
benefits must be considered in determining allowable return and rate of return. 
On the other hand, because of the stipulation here, we must assume that 6% 
percent represents a fair and reasonable return on all of United Fuel’s 
properties. That is, it meets all constitutional requirements and other criteria 
in determining a rate of return. Since United Fuel is entitled to a 614 percent 
rate of return under the stipulation, it must be given a return at this rate; but 
since this return is greater than a return resulting from the tax benefits, there 
is no reason to grant additional return above 614 percent as we did in the 
El Paso case with respect to the 6 percent return there applicable. Accordingly, 
we find that in view of the stipulation, the 614 percent constitutes an adequate 
return and there is no justification for permitting an additional allowance. 

If it had turned out that the tax benefits were greater than the amount 
produced by allowance of a “fair” return (6% percent in this case) we would 
be obligated as before, to respect the clear and undisputed meaning of the appli- 
eable portions of the Internal Revenue code and it would result that we would 
effectuate the intent of Congress by permitting the producer to retain the tax 
benefits. We would not be vested with power to conclude that a particular 
producer did not need and therefore should not have what Congress had giver 
him. The producer would be the beneficiary of a congressional policy operating 
on an industry wide basis to provide incentives for the production of oil and 
gas. As set forth in Hl Paso it would not be necessary under this assumed 
condition to allow a return computed on a utility basis, for the tax incentives 
would be sufficient to meet all requirements. On the other hand we would 


If United Fuel believes we are misinformed on this point, it is entitled to apply for 
a rehearing under Section 19(a) of the Natural Gas Act. 
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not be adding something redundant to a “fair return”, for we would be carrying 
out the congressional intent with respect to this producer as a member of the 
gas producing industry. 

United Fuel has argued that intangible well drilling costs should be treated 
like liberalized depreciation. By the use of deferred tax accounting, United 
Fuel would “synchronize” the tax deduction for the intangibles so that, it 
contends, the customer who pays the annual depreciation expense will receive 
the benefit of the tax deductions related thereto. In making this argument, 
United Fuel apparently considers that the expensing of the intangibles results 
in a tax deferment, while in our opinion, viewing the company’s operations 
as a whole, this tax provision results in a tax saving. United Fuel has failed 
to take into account the effect of the deduction of percentage depletion. Al- 
though expensing the intangibles would reduce the base for cost depletion or 
depreciation * applicable in later years, the deduction of percentage depletion 
is not affected, so that the combination of expensing the intangibles and de- 
ducting percentage depletion results in a tax saving. This is entirely different 
from liberalized depreciation where the amount of the depreciation applicable 
to any particular property is known and can be calculated for any year during 
the service life of the property and does not depend on unpredictable subse- 
quent events. Because of the peculiar facts of this case, there is no need to 
discuss possible accounting treatment of tax savings resulting from percentage 
depletion or the intangibles. 

Mathematically our problem is to modify the cost of service set forth in the 
stipulation (Exhibit 38) so as to eliminate allowances included because of 
failure to utilize the percentage depletion and intangibles deductions. However, 
as discussed above, we shall not eliminate from the stipulated cost of service 
allowances relating to liberalized depreciation. The tax difference resulting 
from failure to take advantage of the latter, as applicable to United Fuel’s 
interstate business, amounts to $322,819. 

In computing the amount of the additional tax allowances relating to percent- 
age depletion and intangibles, the presiding examiner found that the deductions 
of $2,162,927 for statutory depletion and $648,308 for intangibles in the test 
year 1955 were not representative. He therefore employed five year averages 
eovering the years 1951 through 1955 showing a deduction for statutory deple- 
tion in the amount of $1,666,915 and for intangibles in the amount of $2,135,201. 
We think that the use of five year averages, while having certain advantages 
in the computation of a rate for the future, leads to inconsistency in the treat- 
ment of the cost of service stipulated in this case. The volumes of gas pro- 
duced are a factor in the determination of statutory depletion. The average 
amount for the deduction for statutory depletion reflects volumes of gas pro- 
duced over the five year period, while the stipulated cost of service reflects 
1955 operations and 1955 volumes of gas sold. We conclude that for the pur- 
poses of computing the tax reductions, the 1955 statutory depletion in the 
amount of $2,162,927 should be used. 

When we come to the deduction for intangibles a different problem arises. 
This item is not affected by the volume of gas sold but is a result of the 
number of wells drilled. The 1955 figure of $648,308 is very low compared with 
the five-year average figure of $2,135,201 and United Fuel’s 1956 budget figure 
of $2,311,000 employed by the Kentucky Cities. Since we are determining 
rates for a future period—in this case the year 1956 and the first half of 1957, 
it is proper to use the five-year average amount for this item as did the pre- 
siding examiner. We are of the opinion that we may go outside the stipulated 


32 See proposed I.R.S. Regulation 1.612-4(a) (b), 593 C.C.H. § 3542C and the correspond- 
ing regulation under the 1939 code, Regulation 118, Sec. 39.23(m)-—16(a, b), 573 C.C.H. 
§ 3552. 
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test year to use an average amount, for the stipulation provides that the 
issues are reserved as to Federal income taxes “to the same extent as if this 
stipulation had not been entered into.” 

The presiding examiner deducted from the statutory benefits, the amount 
of $96,720, representing book depletion during the test year and the amount 
of $11,100 representing the book depreciation of gas well construction which 
is applicable to the production in 1955 from wells drilled in 1955. We think 
such deductions were proper, but that the presiding examiner should have 
also deducted an amount of $1,342,657, representing depreciation chargeable 
on the books in 1955 with respect to gas well construction expenditures made 
before 1955. It appears that in arriving at the tax allowance of $5,056,579 
in Exhibit 38, which is embodied in the stipulation, the amount of $1,342,657 
had already been taken into consideration.“ Therefore in computing the amount 
of the tax benefits included in $5,056,579, the statutory deductions should be 
reduced by the amount of $1,342,657. Otherwise, United Fuel’s tax allowance 
would in effect be reduced twice for the same thing. The computation should 
be made as follows: 


Statutory depletion deduction (1955 basis) -.--..._._.-------_-_- $2, 162, 927 
Ss, Tee ee re ne ($96, 720) 
Book depreciation of gas well construction appli- 
cable to 1965 expenditures.._................... (11, 100) 
Book depreciation of gas well construction appli- 
cable to expeditures for prior years_.___.__-_-__-- ($1, 342,657) (1,450, 477) 
712, 450 
Intangibles deduction (5 Yr. Average) .~..-.........-.._..-..-..- 2, 135, 201 
I SOG CN as es he ee sons $2, 847, 651 


The difference between a tax computed without the use of the deduction of 
$2,847,651 and a tax computed utilizing this deduction can be determined as 
follows in accordance with a formula presented by the Kentucky Cities and 
employed by the presiding examiner : 


Where T represents the Federal Tax Reduction, 
T=.960169 [2,847,651- .0625 (.65T] * 
T=2,734,226— .0890069T 

1.0390069T = 2,734,226 
T=2,631,576 


As the presiding examiner shows the computed tax reduction must be reduced 
by an increase in return resulting from the fact that there will be a smaller 
credit to working capital because of the reduced tax allowable. This increase 
in return (R) is computed as follows: 


R=.0625 (.65 X 2,631,576) 
R=.0625 (1,710,524) 
R=106,908 


13 See Exhibits 52 and 53 which were excluded by the presiding examiner but should be 
admitted into evidence. 


%It appears that depreciation on tangible well equipment is identical for book purposes 
as well as tax purposes. 

% The amount of .0960169 is a necessary factor because every increase or decrease in 
the allowable federal tax creates an increase or decrease in revenue subject to tax. It is 
equivalent to the 1.0833 used in other cases where the effective tax rate is 52 percent. 


Here the effective tax rate is 48.88 percent because of savings arising from the filing of 
a consolidated tax return. 
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The net reduction in United Fuel’s cost of service as shown in Exhibit 38 
amounts to $2,631,576 less $106,908, or $2,524,668. This latter amount is divided 
between the demand and commodity elements of cost and allocated to the 
jurisdictional business as follows: 


Demand Cost 50%, $1,262,334 x .82576_.......-.-.-..--.-----.~. $1, 042, 385 
Commodity Cost 50% 1,262,334 X .89504__._..__-------------.-- 1, 129, 839 
Total Annual Reduction in Jurisdictional Rates_.........-- $2, 172, 224 


The latter amount is that by which United Fuel must reduce its jurisdictional 
rates on an annual basis to conform to this order. It is to be compared to the 
$1,059,269 which United Fuel claims as the amount which should be eliminated 
from the cost of service if it is not to be permitted to retain the allowances 
arising from percentage depletion and intangibles. Presumably United Fuel 
used the actual, but atypical, intangibles deduction applicable to 1955 rather 
than the five year average used by the presiding examiner and by us, as ex- 
plained above. 

The statutes relating to taxation which we have construed herein must, 
under elementary principles of statutory construction, be reconciled with those 
of the Natural Gas Act if such is possible. Onur action in this case, as well as 
in Opinion No. 326, El Paso Natural Gas Company, G-4769, gives meaning to 
all these statutes consistent with their language and with the clear Congres- 
sional intent. It is our task to adapt the regulatory plan we use to all appli- 
eable laws, and we may not test such statutes by. any regulatory scheme we 
prefer or with which we are familiar, and then discard the statutes if they 
do not seem to fit our plan. 


The Commission finds: 


(1) United Fuel Gas Company is engaged in the transportation of natural 
gas in interstate commerce and in the sale in interstate commerce of such gas 
for resale, and, is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act. 

(2) The sales of natural gas for resale which are the subject of this order, 
are sales of natural gas in interstate commerce and are subject to the jurisdic- 
tion of the Commission. 

(3) The rates and charges set forth in the stipulation (Exhibit 38) for the 
period January 1, 1956 through July 13, 1957, with respect to the reserved 
issues have not been shown to be just, reasonable or otherwise lawful under 
the provisions of the Natural Gas Act. 

(4) It is necessary and appropriate in the administration of the Natural 
Gas Act that United Fuel make the refunds and rate schedule filings as provided 
below. 


The Commission orders: 


(A) Within 30 days from the date of issuance of this order, United Fuel 
shall file a plan subject to the approval of the Commission for making refunds 
for the period January 1, 1956 through July 13, 1957, in order to return to its 
jurisdictional customers the amount of the reduction in its cost of service de- 
termined herein, namely $2,172,224 on an annual basis, distributed $1,042,385 
to the demand component and $1,129,839 to the commodity component. 

(B) Within 60 days after the approval of the plan of refund by the Com- 
mission, United Fuel shall make such refunds in the amounts and to the cus- 
tomers set forth in the plan. Such refunds shall include interest at six percent 
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per annum from the respective dates of payment to United Fuel of the excesses 
in rates here ordered to be refunded to the date of the payment of the refund, 
and United Fuel shall bear all costs incident to the refund. 

(C) Within 75 days after the approval of the plan of refund by the Com- 
mission, United shall report to the Commission, in writing and under oath, 
the amounts of the refunds, and to whom made, together with the details of its 
calculations resulting in such amounts; and shall serve a copy of such report 
upon each of its wholesale customers. 

(D) Within 30 days after the approval of the Commission of the plan of 
refund United Fuel shall file in a form satisfactory to the Commission, revised 
tariff sheets to its F.P.C. Gas Tariff, Fourth Revised Volume No. 1, for the 
period January 1, 1956 through July 13, 1957, reflecting the stipulation, the Com- 
mission’s order of October 19, 1956, and the determinations made in this order. 

(E) Exceptions not granted herein are hereby denied. 

(F) The presiding examiner’s decision is modified to the extent set forth 
above. 

(G) Exhibits 52 and 53 are hereby admitted into evidence. 

Commissioner Kline concurring in the result. 

Commissioner Hussey dissenting in part, filed a separate statement. 

Commissioner Connole dissenting, filed a separate statement. 


Hussey, Commissioner, dissenting in part: 


I respectfully dissent from the opinion of the majority in this case to the 
extent set forth herein, for the reasons set forth in my dissenting opinion in the 
El Paso case, Opinion No. 326,” and for the other reasons set forth herein. 

If we consider the majority opinion in that El Paso case in conjunction with 
the majority opinion in this case, it would appear to be the opinion of the 
majority of this Commission that, where an integrated natural gas company 
produces some of the natural gas which it transports and sells in interstate 
commerce, it would be entitled to a return on producing properties measured by 
either (1) the normal rate of return on its transmission properties, or (2) the 
tax incentives provided by the Internal Revenue Code for producers of gas, 
whichever is greater. In the El Paso case, the tax incentive provided by I.R.C. 
Sec. 263(c)*” exceeded the normal rate of return on transmission properties 
(6%), and the company was allowed a rate of return on producing properties 
of 8.61% measured by the tax incentive with no other allowance for return on 
money invested in producing properties. In the instant case, the agreed rate 
of return on transmission properties (644%) exceeds the benefits provided by 
the Internal Revenue Code for currently expensing intangible drilling costs and 
for calculating depletion on a percentage of income rather than on a percentage 
of costs. So the majority opinion would allow as a rate of return on producing 
properties, in this case, the normal rate of return on transmission properties 
with no additional return for tax incentives provided for producers of natural 
gas by the Internal Revenue Code. 

The net effect of these two decisions is that the majority would not allow a 
gas transmission company, which produces some of its gas, a just and reason- 
able rate of return on its capital invested in producing properties as guaranteed 
by the Constitution plus the tax incentives granted by the Internal Revenue 
Code,” but the majority would calculate the allowable rate of return on trans- 


16 El Paso Natural Gas Co., Op. No. 326, No. G-4769, Aug. 10, 1959, 22 FPC 260. 

7 The privilege of charging intangible well drilling costs to expense in the taxable period 
in which they were incurred. 

38 F.P.C. vs. Hope Natural Gas Co., 320 U.S. 591. 

#9 I.R.C. Sec. 263(c) and Sec. 611 to 614. 
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mission properties and also calculate the benefit of the statutory tax incentives, 
and would allow as a return on producing properties, whichever is the greater 
of the two. 

Such was not the intention of Congress and this Commission has expressly 
so stated on two prior occasions.” 

In the Panhandle Opinion 269, this Commission stated : 

* * * In this case, which is the first in which this issue has been sharply 
contested, the staff’s calculation of Panhandle’s federal income tax pro- 
poses the total disallowance of deductions of $1,571,000.00 for depletion and 
$850,000.00 for intangible well-drilling. To follow this course would, as we 
see it, clearly contravene the congressional policy and intent. 

It is true that, in the above opinion, the Commission allowed a gas pipeline 
transmission company to recover for its own produced gas a “fair field price”, 
but, in endeavoring to justify a fair field price policy, the Commission made a 
comparison of costs with the fair field price, and, in calculating costs, allowed 
both a normal rate of return on producing or well mouth properties plus tax 
incentives. And the commission stated that it would “clearly contravene the 
congressional policy and intent” not to allow the benefits of the tax incentives 
of currently expensing intangible drilling costs and of calculating depletion 
of gas properties on the statutory percentage of income rather than on a per- 
centage of cost. 

In another El Paso case, Opinion 278™ this Commission confirmed its state- 
ment in the Panhandle Opinion 269 that the benefits of percentage of income 
depletion and current expensing of intangible drilling costs belongs to the 
stockholders, by stating: 

We also stated in that (the Panhandle) decision our finding that this con- 
clusion logically carries with it * * * the adjustment for giving full effect 
to the statutory tax provisions regarding depletion and intangible well- 
drilling expense relating to natural gas production. (Parentheses added) 

The only time the question of whether the benefits of tax incentives belonged 
to stockholders or customers has been decided by the courts was in the City 
of Detroit case.” That case did not involve percentage of income depletion 
nor current expensing of drilling intangibles, but involved a similar tax incen- 
tive, namely, rapid write-off of emergency facilities under Sec. 124-A of the 
I.R.C. (now Sec. 168). In that case the Court stated unequivocably : 

* * * the intent of Congress reflected in Sec. 124A is not to benefit consum- 
ers but rather the taxpayer in order to encourage construction of certain 
emergency types of facilities. 

In that case the Court did not grant the pipeline only the benefit of the tax 
incentive or only the normal rate of return, but the pipeline company was per- 
mitted to recover both the benefit of the tax incentive and a normal rate of 
return on the asset as part of the rate base. 

In order to encourage the investment of risk capital in certain ventures which 
may involve more than normal risks or hazards, Congress has created certain 
incentives to insure the flow of capital into such enterprises. For example, dur- 
ing a period of war or other emergency, certain facilities may be needed for 
national defense or similar purposes. It would be probable that the emergency 
would not last for the full period over which the plant or other asset would nor- 


* Opinion No. 269, Panhandle Eastern Pipe Line Co., 13 FPC 53, and Opinion 278, El 

Paso Natural Gas Co., 13 FPC 421. 
2 The El Paso Opinion 278, cited here, in which the Commission reached the correct 

conclusion is a different case from the El Paso Opinion 326, cited on the first sheet of 

this dissent, in which the Commission reached an erroneous conclusion. 

23 City of Detroit vs. F.P.C., 230 Fed. 2d 810, cert. den. 352 U.S. 829. 
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mally be depreciated or amortized. To encourage the construction of such 
emergency facilities which might have a limited useful life, Congress has cre- 
ated a tax incentive for capital investment by permitting the rapid write-off of 
the cost of the emergency facility, so that the cost of the emergency facility may 
be amortized or depreciated, for computing income tax, during the shorter period 
of the emergency, rather than over the full life of the asset. That is the type 
of tax incentive which the court held should benefit the investor and not the 
customer, in the City of Detroit case (supra). 

The business of exploring for, drilling and developing reserves of natural gas 
is subject to inordinate risks and hazards, both the physical hazard of operating 
highly powered drilling equipment and controlling high pressure gas reservoirs, 
and the economic risk of loss of capital investment due to the excessive incidence 
of non-productive or unprofitable wells. In order to induce the flow of risk cap- 
ital into this extraordinarily hazardous business of searching for and developing 
reserves of natural gas and oil, required to maintain our national reserves of 
these natural resources upon which our national defense and domestic economy 
depends, certain tax incentives were devised and have been employed for more 
than four decades. The adequacy of our reserves of natural resources, for our 
domestic economy for so many years and for national defense during three peri- 
ods of mechanized warfare dependent upon these natural resources, is monumen- 
tal testimony to the wisdom of the establishment and maintenance of those tax 
incentives. 

One of the incentives created for the inducement of risk capital to flow into 
the inordinately hazardous business of exploring for and developing reserves of 
natural gas is the right, under I.R.C. Sec. 263(c) for tax purposes, of charging 
intangible well-drilling costs to expense in the year in which incurred. This is 
nothing more than a rapid write-off of investment the same as accelerated amor- 
tization under Sec. 168 (formerly Sec. 124-A). Instead of capitalizing intangible 
well-drilling costs and charging them off in annual installments over the life of 
the well, the owners of the well are permitted to charge the intangible costs to 
expense in the taxable period in which incurred. The benefits accruing from 
such tax incentive belongs to the investor, and this should be in addition to the 
normal rate of return on unrecovered capital invested in producing properties, 
particularly tangible well equipment. Certainly the charge off of intangible 
well drilling costs should not in any way affect the right of the investor to a 
normal rate of return on tangible well equipment. 

Another statutory provision generally considered to be a tax incentive for 
producers of natural gas is I.R.C. Sections 611 to 614, which provide a method 
of calculating the periodic charge for depletion, in mining and extractive indus- 
tries, on a basis of percentage of income rather than on a basis of percentage 
of costs. This is a method, designed many years ago by the then Bureau of 
Internal Revenue, to facilitate and simplify the computation of annual or other 
periodic charges to depletion for mining industries. It is not limited to the gas 
producing industry, but the method, in varying percentages suitable to each 
industry, is available to virtually all mining industries, including the mining 
of coal, a fuel competitive with gas. 

Depletion may be measured by the rate of exhaustion of a reserve of natural 
resources where the volume of the reserve is known or can be reasonably esti- 
mated. But where the reserve is a reservoir of gas located from one to four 
miles underground, and particularly when the reservoir is only partially defined 
by drilling and is in a stage of continuing developments, estimating the volumes 
of the reserves is a highly technical, tedious and expensive process. Because 
of the difficulties encountered in estimating volumes of underground reserves, 
because of problems encountered in establishing the cost of gas reserves to 
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certain producers and the cost of certain interests such as the royalty interest 
of landowners, and because of difficulties encountered in appraising the discovery 
value accorded the discoverer of new reserves by the early statutes, and because 
calculation of depletion charges under varied circumstances consistently led to 
controversies and litigation, Treasury officials decided, prior to 1926, that a 
simple and more convenient method of calculating charges for depletion of 
wasting assets from underground reservoirs was needed. 

Industry-wide studies were made and there was devised the present permis- 
sible method of calculating depletion in mining and extractive industries on 
a basis of a percentage of income, instead of on the basis of a percentage of 
cost. That was enacted into law in the Revenue Act of 1926 and has been 
retained in all subsequent income tax statutes including the present Internal 
Revenue Code. 

The method of calculating depletion allowance, as a percentage of income 
rather than a percentage of cost, was not designed to fit the circumstances of 
a particular producer, nor to return to a particular producer the value of his 
oil or gas. The method was established on an industry-wide basis to be suit- 
able for and adaptable to the industry as a whole, and not for any particular 
producer. It certainly could not have been designed to return the value 
of an oil and gas deposit to a producer, as suggested by Commissioner Connole, 
because, if the allowable depletion equalled the value of the oil and gas deposit, 
there would be no taxable income from the property whatsoever. 

The reason that the tax incentives granted by the Internal Revenue Code 
are designed on an industry-wide basis is that the new reserves of oil and gas 
which are discovered and developed are a product of industry-wide exploration, 
and not the effort of individual producers. Thus these incentives are industry- 
wide incentives, and they may or may not result in benefits to individual pro- 
ducers, depending upon the circumstances of the particular case. 

Whether calculating depletion, for income tax purposes, on the basis of per- 
centage of income or percentage of costs results in a tax benefit to a particular 
producer would depend upon the level of income of the producer during the 
taxable period and the accuracy of the estimate of eventual production on which 
cost depletion is based. In the El Paso Opinion 326, the annual charge for 
depletion calculated as a percentage of cost exceeded a like charge calculated 
on the basis of percentage of income for the test year. In the instant case the 
depletion charge for the taxable period was greater when calculated as a per- 
centage of income instead of on the basis of a percentage of cost. 

The legislative history of the various income tax statutes, beginning with 
the Revenue Act of 1926, and the many cases decided under it, clearly show 
that the standardization of the method of calculating annual depletion charges 
for gas producers (and other mining industries) on the basis of a percentage 
of income was created and employed as an incentive for the flow of risk capital 
into the inordinately hazardous business of exploring for and developing gas 
reserves. Any benefits accruing therefrom belong to the investor in addition 
to the normal profit he expects to earn on his investment. 

In Opinion 326—-A, which was the opinion on the applications for rehearing 
of the El Paso Opinion 326, this Commission unequivocally stated that it was 
of the opinion that Congress intended for gas producers to retain the tax incen- 
tives, and that these tax incentives were needed by the producers in financing 
the exploration for and production of gas. The Commission used the following 
very specific language: 

In our opinion based on our familiarity with the industry and presentations 
made in this proceeding and in other proceedings where the treatment of 
Federal income tazes is an issue, there would result great difficulty in financ- 
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ing the exploration and production of gas if the producers were not able to 
retain the tax benefits afforded by The Internal Revenue Code. There is 
an obvious risk incurred in drilling for gas and oil. This risk falls most 
heavily on the smaller producers who drill the great majority of the wells. 
Compensation for the dry holes that frequently result from drilling can only 
be obtained from production. We think that the tax benefits are necessary 
to provide an incentive to incur costs which may turn out to be total losses. 
If we failed to conclude that the producers generally are entitled to retain 
these benefits, we would be imposing a deterrent to the investment of capital 
and the drilling of wells. We think that all producers, including El Paso, 
which is not an independent producer, but a pipeline producer, should be 
treated alike with respect to the tax incentives. To treat the large producers 
or the pipeline producers differently might be discriminatory and would 
involve insoluble problems as to where to draw the line. The tax benefits 
would provide an incentive to El Paso to risk capital in drilling a well as 
they would to any other producer. 

Failure to give recognition to tax laws providing for percentage of income 
depletion and the intangible drilling deductions not only removes an incen- 
tive for development of gas reserves but impairs rights contracted for and 
obtained in reliance on those laws. A substantial portion of the present 
natural gas reserves of this country were discovered before passage of 
the Natural Gas Act in 1988 and the great bulk of our gas reserves 
were acquired prior to 1954 when regulation of producers was first under- 
taken by us. The existence of the tax laws relating to the depletion 
and the tax rulings of the Bureau of Internal Revenue relating to 
intangible drilling costs were incentives which led to the drilling of 
these wells and the acquisition of these reserves. From the knowledge 
we gained of the producing industry during our regulation of it, we know 
that sales of gas leases and gas producing properties are commonplace, and 
that the tax consequences of percentage depletion to both seller and pur- 
chaser were an important factor which is almost universally taken into 
consideration in the price paid for the gas leases or reserves. In fact, the 
principal motivating reason for the purchase of gas leases or gas producing 
properties has often been the tax benefit obtained through percentage deple- 
tion. We do not think Congress intended by the passage of the Natural Gas 
Act to deprive the persons who drilled the wells or purchased the reserves 
of the benefits they had contracted for or were receiving as a result of the 
existing tax laws. Likewise we think it would be inequitable of us, assuming 
arguendo that we had the power to do so, to deprive the present owners of 
gas leases and reserves of the benefits acquired by them in reliance upon 
these tax laws. 

The Commission states very emphatically and explicitly that the exploration 
for, drilling for, and producing of gas is more hazardous than the transmission 
of gas, and greater incentives are necessary to secure the flow of rich capital 
into the venture of exploring, drilling for and producing gas than is necessary 
in inducing capital to flow into the less hazardous business of the transmission of 
gas. It expressly states that the tax incentives were created to provide greater 
return for those who risk their capital in the exploration, drilling and develop- 
ment of natural gas properties, and expressly states that the explorers and 
developers should receive the benefit of these tax incentives. 

However, in the instant case, this Commission would allow United Fuel the 
same rate of return on both producing and transmission properties with no addi- 
tional incentives for United Fuel to engage in the hazardous business of explor- 
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ing and drilling gas wells. They do this under the pretext that the rate of return 
on producing properties includes the tax incentives. However, the rate of return 
granted United Fuel on its producing properties is no greater than that granted 
normally to any transmission company, including United Fuel, on transmission 
properties. Where then is the extra incentive for investment of risk capital in 
exploration and development activities mentioned in Opinion 326—-A? 

No one goes into a business merely to accomplish a tax savings, but he would 
expect a normal return on his investment in addition to his tax savings. No 
one would go into a business with the expectation, if he does accomplish a tax 
savings, that such a tax savings will be denied him if his operating profits are 
otherwise at a normal rate. The effect of the majority opinion in this case 
would be to allow United Fuel only a normal utility rate of return on producing 
properties, with no tax benefits and no extra incentives for the investment of 
its capital in the exploration for and producing of gas even though the Commis- 
sion has previously stated in Opinion 269 and Opinion 278 that the producer 
was entitled to the tax incentives, and even though they state in Opinion 326—-A 
that such tax incentives were necessary to insure the flow of risk capital into the 
inordinately hazardous business or venture of exploration for and producing gas. 

Over the years, many laws and administrative rules and regulations have 
been enacted and developed for the regulation of public utilities. Regulation 
of public utilities was considered necessary because such utilities usually 
enjoyed some monopoly by virtue of public grant, license or franchise. 

Individual mining industries had no monopoly by virtue of public license, 
grant or franchise and were not considered proper subjects of utility type regu- 
lation. None of such industries have ever before been subject to rate regula- 
tion on a strict type utility basis. 

Likewise over the years, certain laws and administrative rules and regula- 
tions have been enacted and developed for Federal taxation of mining indus- 
tries. The laws, rules and regulations enacted and developed for regulation 
of public utilities were not developed with mining industries in mind because 
mining industries were not considered public utilities. Likewise, the laws, 
rules and regulations enacted and developed for Federal taxation of mining 
industries were not developed with utility type regulation in mind because 
mining industries were not considered public utilities as they did not enjoy 
monopolistic licenses or franchises by public grant. As a result, utility type 
regulation which was developed over the years is not readily adaptable to a 
mining industry, and, mining type tax laws and regulations developed over the 
years are not readily adaptable to regulation of public utilities. 

The problem involved here arises from the fact that the Internal Revenue 
Code and the regulations prescribed thereunder permit certain methods of 
accounting which are not permitted by the Federal Power Commission because 
the FPC requires a different accounting treatment of these items. If the FPC 
permitted the same type of accounting treatment of intangible well drilling 
costs for rate purposes that the Internal Revenue Department permits for tax 
purposes, a producer of gas could charge intangible well drilling costs to 
expenses in the year in which it is incurred, and those costs would be recovered 
as a part of the cost of service. 

However, since the Federal Power Commission will not permit the current 
expenses of drilling intangibles for rate purposes, some other method must be 
designed to permit the producer investor to receive tax incentives which are 
provided for him by the Internal Revenue Code. The only manner in which 
the tax incentives granted to producers of gas by the Internal Revenue Code 
can be converted into dollar value (where a producer is not permitted to charge 
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current intangible well drilling costs to cost of service) is by a differential tax 
calculation. In other words, the tax which would result from the accounting 
method required by the Federal Power Commission is calculated, and then the 
tax which would result from the method of accounting permitted by the Internal 
Revenue Service is calculated, and the difference between the two is considered 
to be the dollar value of the tax incentives granted by the Internal Revenue 
Code. Thus, this is not a “phantom” tax, but is the only method available 
to evaluate in dollars the tax incentives to producers by the Internal Revenue 
Code as an inducement to invest capital in the hazardous business of exploring 
for and producing oil and gas. 

In almost every instance, except the very early discoveries of shallow gas 
which are now nearing the stage of exhaustion, oil or other petroleum liquids are 
produced in association with gas. Basically, the petroleum producing industry 
is a two product industry—namely, oil and gas. Wherever oil is produced some 
gas is produced in association with it. Wherever gas is produced some liquid 
petroleum is produced with it. The incentives provided by the Internal Revenue 
Code for investment of capital in the exploration for oil and gas is established 
equally for the benefit of those who invest in the search for oil as for those who 
invest in the search for gas. If we deprive a gas producer of the tax incentives 
for investment in the exploration for gas, then the producers of both oil and gas 
must absorb into his price for oil the incentive of which he has been deprived in 
his price for gas. 

Every time you fill your car with gasoline, you pay, as a part of the price of 
the gasoline, the cost of replenishing the crude oil from which that gasoline was 
refined, which cost includes the tax incentives provided by the Internal Revenue 
Code. If the price of gas does not include its share of the cost of replenishing 
the supply of gas consumed, including the tax incentives provided by the In- 
ternal Revenue Code, then the gas’s share of the cost of replenishing the gas 
must be borne by the customers of products refined from crude oil. If we are to 
regulate the price of natural gas, such regulation does not mean that we should 
shift to the consumer of products refined from crude oil the cost of replenishing 
the supply of gas. But the consumer of products refined from crude oil should 
bear the cost of replenishing the supply of crude oil, including the tax incentives 
applicable thereto, and the cost of replenishing the supply of gas represented by 
the tax incentives prescribed by the Internal Revenue Code applicable to gas 
production should be borne by the consumers of gas. 

Commissioner Connole speaks of the dollars which the consumers of gas are 
expected to provide. His statement would lead one to believe that the consumer 
would be required to supply more dollars where the producers currently expense 
drilling intangibles and retain the tax benefits than when the producers capitalize 
drilling expense. This is not correct. The consumers of gas do not provide 
additional dollars because of the fact that a producer elects to currently expense 
intangible well drilling costs and retain the tax benefits. If the producer does 
not elect to currently expense intangible well drilling costs in the taxable period 
in which incurred, the producer’s tax would be higher and the consumer would 
be required to pay the higher tax as a cost of service. The consumer would be 
paying the same dollars whether he paid them as a cost of service or as a tax 
incentive retained by the producer. 

The present oil and gas reserves developed and available in this country have 
been discovered and developed with full benefits of the tax incentives prescribed 
by the Internal Revenue Code as an unregulated industry. If we are now to con- 
vert the gas producing industry into a regulated industry, we must be careful to 
preserve to that industry the tax incentives under which the industry has de 
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veloped and maintained adequate supplies of natural gas for this country. If we 
should deprive the gas producers of those tax incentives we could well endanger 
the continued supply and development of natural gas reserves for this country. 

I realize that the company under consideration is an integrated gas company 
which produces some of its own gas under the same corporate structure as it 
operates its transmission facilities. An integrated company may be somewhat 
different from an independent producer, but it is in competition with independent 
producers, and it should be granted the same incentive for investment and ex- 
ploration for gas as independent producers. If we deprive the integrated com- 
pany of the tax incentives upon its own production, this would be just another 
step towards denying the tax incentives to independent producers. 

Drilling activity in this country has been declining for a considerable time, and 
is presently at the lowest ebb it has been in thirteen years. Certainly an opinion 
by this Commission denying the tax incentives under which the producing in- 
dustry has been able to develop and maintain the present reserves and supplies of 
natural gas would be no incentive to producers to increase their drilling activi- 
ties in this country. Without normal drilling activity we could not expect ade- 
quate supplies of gas for future needs of distributors and consumers of natural 
gas. 


CONNOLE, Commissioner, dissenting: 


According to the reservations in the stipulation by the parties there are three 
issues remaining for disposition by us. These all involve the Federal income 
tax statutes, their interpretation, and their effect on ratemaking. These 
questions are important questions, the answers to which affect much more 
than this docket. Indeed, because this is the first instance in which the full 
Commission has squarely addressed itself to at least two of the three issues, 
it could fairly be said what we do here will guide us in all future rate cases 
involving the producing segment of the natural gas industry, whether it be 
independent or pipeline operated. 

The peculiarities of this record with its stipulation on rate of return result 
in a conclusion with most of which I could fairly agree. It is with the reason- 
ing, however, with respect to the three reserved issues that I differ from my 
brethren. And since my position on at least one of these issues, liberalized 
depreciation, would result in a dollar difference in the result, I dissent from 
the order as well. 

ISSUE NUMBER ONE: LIBERALIZED DEPRECIATION 


The effect of liberalized depreciation under Section 167 of the Internal Rev- 
enue Code of 1954 on the income taxes to be included in the cost of service 
for rate-making purposes has inspired my comment previously. While the 
effectiveness of my protests has not equaled their earnestness, I am hopeful 
that an appropriate appellate tribunal charged with the responsibility of re- 
viewing this Commission’s actions will be more responsive to the conclusions to 
which my reasoning inevitably impells me. Accordingly, I take this oppor- 
tunity once again to restate my position with respect to this issue first. 

Underlying my differences with Majority on this issue, as well as on the other 
two issues, is the fundamental principle that if dollars are to be collected by 
regulated enterprises from ratepayers they must be identifiable dollars. That 
is to say, it must be determinable whether a dollar which a regulated company 
is permitted to collect from a ratepayer is necessary to meet reasonable oper- 
ating expenses, depreciation, taxes or to constitute part of the return to which 
the investors in the enterprise are entitled. Unless a dollar fits into one of 
these broad categories, to permit its retention by a regulated enterprise violates 
676-806—64 
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fundamental principles of regulatory law and economics and is inconsistent 
with rudimentary accounting. It may quickly be seen how this principle in 
its application governs the liberalized depreciation issue. 

In Amere Gas Company, et al., Docket G—6358, in my dissent to the Order 
Affirming Decision of Presiding Examiner issued June 30, 1956,” I set forth at 
considerable length why it was unnecessary and unlawful for the Commission 
to authorize a permanent reserve created out of excessive charges to operating 
revenue deductions for Federal income payments not paid. I said that there 
was no deferral of tax liability requiring or justifying the creation of a reserve 
to be charged at some future date. I reasoned that as long as the reserve 
would never be charged and as long as the current accruals for Federal income 
tax purposes would never be less than the actual Federal income tax liability 
due and payable in any taxable year, a regulated utility ought not to be allowed 
an operating revenue deduction to meet this non-existent liability. In other 
words, there was no justification for collecting dollars for taxes unless those 
dollars would be used to meet a present or foreseeable tax liability. Neither 
was there any justification for collecting dollars and crediting them to a tax 
reserve in the mistaken assumption these dollars were needed to persuade a 
utility to meet what was its statutory, common law and franchise responsibility. 
I pointed out the axiomatic principle that if these dollars were not necessary 
to meet the tax liability, if they were not necessary to provide return and if 
there was no other justification for their being collected, then it was a mistake 
to permit rates sufficient to return these dollars to the company. 

The position of the Majority emphasizes that the “determination in this pro- 
ceeding must be made in the light of our recent Opinion No. 326 in the El Paso 
rate case.” That case in turn was based on the Amere decision. Specifically 
the Commission said: 

In the present case we will therefore permit El Paso to include in its cost 
of service taxes on the basis of straight line depreciation, while paying a 
tax on the basis of liberalized depreciation. El Paso will have Account 266 
to debit when its taxes with respect to its 1955 income producing property 
increase in later years. There is thus a deferral of taxes which will not 
injure (or aid) the consumer, who will reimburse El Paso for taxes both 
in the early years of the life of a given facility and in the later years just 
as though El Paso had never utilized liberalized depreciation. (HI Paso 
Natural Gas Company, G-4769, 22 FPC 260, 267) 

Inasmuch as I had no opportunity to address myself to the effects of the 
Amere order in fixing just and reasonable rates when the Hl Paso matter was 
before us, I take this opportunity to repeat what I said in Amere to show why 
the Majority Opinion here and the El Paso Opinion are in error in this respect. 
The importance of this case justifies my repeating here much of what I said in 
the Amere case. There are, however, some additions and changes to meet the 
special facts here. 

The provisions of Section 167 of the Internal Revenue Code result in a reduc- 
tion in income tax liability for all eligible taxpayers electing one of the optional 
methods of depreciation provided in that Section. There is no deferral of tax 
liability requiring or justifying the creation of a reserve to be charged at some 
future date. Regardless what effect might result from a consideration of in- 
dividual units of property or even of individual years’ additions to plant stand- 
ing apart from the continuing history of a utility enterprise, it is clear that only 
if the dollars of plant replacements are less than the dollars of plant retirements 
during an extended period will Federal income tax liability ever exceed the 


3 Re Amere Gas Utilities Company, et al., 15 FPC 760, 783. 
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amount currently charged that tax account during the period and result in a 
net reduction in the “deferred taxes reserve.” 

Experience tells us that the possibilities of retirements at cost exceeding 
replacements and extensions of facilities are non-existent in the utility industry 
generally. First, the industry is dynamic, consistently expanding and shows 
no signs of stopping the expansion, much less contracting in dollar cost. Sec- 
ondly, the dollars being used for new replacements, with practically no excep- 
tion, buy less plant than those used to buy the plant retired. No probative evi- 
dence exists that the trend will be reversed in the foreseeable future. Recall 
that it is the dollars of retirements contrasted with dollars of replacements 
and additions with which this phenomenon deals. A plant may remain con- 
stant in physical capacity or size and still show an increase in respect to plant 
balances. Thirdly, as indicated by the public records of the Commission, ex- 
perience of utilities generally even during the deflationary and economically 
adverse period of the nineteen thirties shows that, but for the irrelevant and 
non-recurring effects of enforced write-downs, plant balances at cost at the end 
of each year exceeded those at the end of each preceding year. A review of 
the annual reports on file with this Commission discloses that this is precisely 
the case with the Columbia System in almost every year since 1940. 

The first point at which I depart from my brothers then, is on the proposition 
that a deferred tax reserve is necessary in order to meet future income tax 
liability. There simply will be no such liability and the reserve becomes a 
permanent and involuntary contribution to capital by rate payers. 

Section 167 is entirely distinguishable as to subject matter, purpose and 
effect from Section 168 with which we dealt in Opinion No. 264. Section 168, 
of course, does not deal with depreciation practices. Its effect, as we noted in 
Opinion No. 264, “is essentially a deferment of tax liability” producing only 
“temporary savings.” The purpose of Section 168 is to encourage “construction 
with private capital of those facilities which were deemed of sufficient value to 
the national defense to warrant the issuance of a certificate of necessity.” The 
purpose of Section 167, on the other hand, is to liberalize depreciation practices. 

The essential characteristic of the reserve created pursuant to the authority 
of Opinion No. 264 and discussed in the City of Detroit case is its inevitable 
use for “payment of the referred taxes to accrue after the five year amortization 
period.” As shown above, the reverse authorized by the majority will never 
be used to pay any taxes. Current accruals will be more than sufficient for the 
liabilities incurred. The “continuing deferral” * referred to by the majority 
in the Amere case and in this order is nothing but a continuing reduction. No 
such continuing reduction in taxes resulted from the operation of Section 168. 
Being two different problems, what we or the Court has said about one has 
no bearing on our disposition of the other. 

Nowhere in the language of the Section, nor in its legislative history appears 
any Congressional intent to authorize, require or justify utility enterprises 
setting up permanent customer contributed reserves. It is here that is found 
ny next point of departure from the position of the majority. I find no Con- 
gressional intent that this Commission should take the action found necessary 
and reasonable in the public interest by the majority. In point of fact I find 
a directly opposite intention contained in the Federal Power Act, the Natural 
Gas Act, the Federal Constitution and recognized common law principles of 
regulatory law. 

Section 167 deals solely with depreciation and is designed to equate deprecia- 
tion practices of industry generally with the use characteristics of depreciable 





% Re Amere Gas Utilities Company, et al., 15 FPC 781, 782. 
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property resulting in reductions in Federal income tax liability. I have neither 
the inclination nor the jurisdiction to deny to utility companies this privilege. 
Reductions in income tax liability, however, whether resulting from statutory 
changes in rates or in allowances for deductions (as here) or any other method, 
are sufficient advantages unto themselves. Unless the Congress specifically says 
so, which it certainly has not, we have no Congressional mandate to compound 
that advantage by permitting enterprises subject to our jurisdiction to charge 
rate payers rates designed to recover an amount greater than the resultant 
reduced tax liability and to credit it to a permanent reserve. 

One effect of reducing income tax payments is the availability of additional 
cash working capital. In industries traditionally hampered by inability to gen- 
erate funds internally and unable or unwilling to seek so-called outside financing, 
the need to make available such additional cash might conceivably be read 
into the Congressional purpose. Since it is well known that a utility enter- 
prise has always been permitted adequate cash working capital allowances in 
its rate base, (and indeed to earn a fair return on them), and since financing 
of utility expansion has presented none of the problems confronted by the 
distressed or emergency wartime industries, it would insult the intelligence 
of the Congress to assume that body was unaware of the conditions in the 
utility industry and intended to provide another and superfluous means of 
obtaining working capital. In dealing with Section 167 the Congress clearly 
was concerned with depreciation practices and with the effect on Federal income 
taxes of unrealism in such practices. It made no reference to utility rate 
making and none should be inferred. 

Nor is it any answer to assert that the Congress must have intended the 
collection of dollars from rate payers and the creation of a permanent customer 
contributed reserve in order to encourage expansion of plant by the utility 
community generally. Such a claim ignores existing obligations which have 
always motivated the expansion of utility enterprises. 

Utilities are under a common law and statutory obligation to expand to the 
limits of their certificate and franchise responsibility. Under the Constitution 
and applicable regulatory statutes they are assured the opportunity of earning 
a return, under efficient, honest and economical management, sufficient to attract 
the capital necessary to meet this obligation, after meeting all reasonable costs 
of rendering that service, including depreciation and taxes. 

I can devise no Congressional intent to amend this basic law nor need for 
this Commission to impute such an intent into a clearly expressed and eminently 
successful Congressional effort to reduce income tax liability. Utility enter- 
prises presently not only have the privilege and the incentive to expand, but 
indeed have a clear cut, universally recognized and inescapable obligation to 
do so. Moreover, and more importantly, under the protection of the Federal 
Constitution they have the means and the opportunity of doing so. Unless 
an intent to reverse fundamental regulatory law is clearly manifest and ex- 
pressly applicable, I, for one at least, do not care to search for it lurking in 
the clear and plain meaning of the statute. Neither do I impute to the Congress 
the commission of a vain act. And it would be a vain act indeed were the 
Congress to enact a statute which would purport to cure a non-existent problem 
or to provide encouragement where none is needed, indeed where none can be 
inferred without impugning the willingness of utilities themselves to conform 
to their existing obligations and the ability of the regulatory community to 
meet its statutory and Constitutional mandate. 

This reasoning and these conclusions were first expressed in a proceeding 
in which a corporate enterprise within the Columbia Gas System was the appli- 
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cant. It is appropriate, therefore, that this matter be disposed of in its rate 
making consequences on a record in which United Fuel Gas Company, another 
Columbia company, is respondent. 

In this case majority make it plain that the dollars United Fuel will be per- 
mitted to collect and credit to an account for “deferred taxes” do not repre- 
sent return. But I have pointed out why they are not reasonable or necessary 
operating revenue deductions as “deferred taxes”, and since, manifestly, they 
are not operating expenses or depreciation, they may not lawfully be considered 
in fixing the cost of service of United Fuel. Majority, however, does not con- 
sider them. I therefore dissent from the decision of majority on this first 
issue reserved to us. 


ISSUE NUMBER TWO: 





INTANGIBLE PRODUCTIVE WELL-DRILLING COSTS 


The next issue is the treatment of intangible productive well-drilling costs 
insofar as they affect income taxes to be included in the cost of service for 
rate-making purposes. 

The authority contained in the Internal Revenue Code to write off the intan- 
gible drilling costs on productive wells in the year in which they were incurred 
has many characteristics similar to the liberalized depreciation issue. There 
is no material, substantial difference between a tax provision which permits a 
taxpayer to write off all the cost of an otherwise capitalizeable item in one 
year and a provision which permits him to write off most of it in one year. 
Any difference is one of degree. As a reduction of Federal income taxes, then, 
it is a benefit in the sense that it reduces the producer’s Federal income taxes 
and therefore his cost of doing business in a given year. 

The savings accruing to the producer through the operation of the intangible 
productive well-drilling provisions should be permitted the company only if 
the answer to one or both of these questions is affirmative: (1) Will they be 
necessary to meet some foreseeable future Federal income tax liability which 
the producer will be unable to meet out of current tax accruals? (2) Will 
they provide the dollars necessary to compensate him for the risks already 
incurred and to provide him with the incentive to incur additional risks? 

If the answer to the first question be “yes”, then these amounts should not 
be permitted to be carried down into unrestricted surplus, as Majority’s Order 
and the principles of the Hl Paso Opinion permit. Rather, they should be 
credited to a reserve to be charged as these future tax liabilities mature that 
had been deferred. As will be shown, however, there is no deferred tax lia- 
bility, not only for the reasons adopted by the Majority Opinion but for addi- 
tional reasons, similar in principal to those that underlie my position on 
liberalized depreciation 

If the answer to the first question is “no”, on the other hand, then these 
amounts are tax savings and may not be permitted as items of operating 
revenue deduction or as additions to the fair return unless there is something 
in the Natural Gas Act, the tax statutes, or elsewhere that makes them part 
of the extra compensation due this group of regulated taxpayers. 

If the answer to the second question is “yes”, that is, the question whether 
these amounts are to be considered as compensation for risk and incentive to 
risk, then they are properly the property of the Company and should be 
allowed. As will be shown, however, they do not amount to an expression of 
Congressional opinion of the extent of the return that should be allowed the 
investors in a regulated producing property. 

The Majority Opinion concludes that they are tax savings by virtue of the 
operation of other sections of the tax statutes and the prospects of continuous 
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production. I agree with these conclusions. In addition, however, I show 
here why there would be no deferral, regardless of these conditions. I also 
point out that the same reasoning that leads the Majority to its conclusions 
must inevitably lead to the conclusion that the tax reductions resulting from 
liberalized depreciation are tax savings, not tax deferrals. 

Because of the importance of the issue I shall indicate why there is no 
deferral and, therefore, why there should be no collection from ratepayers for 
hypothetical tax liabilities that will not be met within the reasonably foresee- 
able future from current accruals. This is entirely apart from the operation 
of the statutory depletion provisions and will operate even if those provisions 
are repealed or substantially modified. Moreover, this reasoning applies to 
those properties where the producer must elect to use cost depletion. 

With respect to the operation of liberalized depreciation, I have shown that 
only if the dollars of plant replacements are less than the dollars of plant re- 
tirements during extended periods will Federal income tax liability ever exceed 
the amount currently charged that tax account during the period. Funda- 
mentally, the same concept governs here. If a producer carries on a regular 
program of exploration and development, measured over a period of years, it 
will always pay less Federal income taxes under the option to expense all in- 
tangible well-drilling expenditures in the year in which they are incurred than it 
would if it elected to capitalize them as part of the leasehold and amortize them 
through the statutory depletion credit.” Asa practical matter, of course, a pro- 
ducer has no option for it would be absurd to expect a producer to elect a tax 
approach that would materially increase its taxes. 

The history of United Fuel’s operations over the years demonstrates that it 
has such a program of continuing exploration and development. Using as an 
example the experience of the company for the years 1941 through 1958” as 
shown in the Annual Reports on file with this Commission and of which we may 
take administrative notice, the amounts charged to Account 332.1, Gas Well 
Construction, have ranged from $463,910 to a high of $4,092,050. The trend 
during the entire period has been upward and it is fair to expect will so con- 
tinue in the future. Moreover, industry spokesmen almost unanimously would 
have us believe that new reserves are always more costly than the reserves they 
replace. In other words, according to most industry thinking, merely to stay 
at the same level of activity, not to expand at all, a producer must always spend 
more per unit of production discovered today than yesterday. 

This conclusion is reinforced by a study of the number of producing wells 
drilled or acquired by United Fuel in this period. Although the years 1941 
through 1948 show a definite upward trend, since 1948 there has been a reversal 
and during that more recent period, despite increasing gross expenditures, the 
number of wells drilled and acquired has trended downward. Accordingly, it 
would seem that replacements at cost will always exceed retirements at cost, at 
least for the reasonable future. Therefore, for this reason alone, irrespective 
of the operation of statutory depletion, there will be no deferral of taxes, only 
a reduction of taxes. 

The reasoning in the Majority Opinion supporting the conclusion it reaches 
that there can be no deferral of income tax liability as long as the statutory 
depletion credit remains operative is entirely sound. I agree with it. What 

































*% Obviously, if the depletion credit were eliminated or substantially modified, or if the 
producer were to use cost depletion, this proposition would be even more obvious. 

2 The year 1946 reflected the non-recurring effects of the acquisition of the Huntington 
Development and Gas Company and the Warfield Natural Gas Company and has not been 
used in this brief comparison. 1941 is the earliest year for which we have annual reports 
from this property. 
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the Opinion does not concede, however, is that this same reasoning inevitably 
leads to the same conclusion that there will be no deferral in the case of liberal- 
ized depreciation. Here is the way that works out. 

The reasoning of the Majority Opinion is that “viewing the operations of the 
Company as a whole” and taking into account “the effect of the deduction of 
percentage depletion” there is a tax saving. In other words, the operation of 
influences external to the section of the code dealing with the intangibles plus 
the assumed continued production and marketing of oil or gas convert what 
would be a tax deferral into a tax saving. Apparently the Majority Opinion is 
willing to concede the continued existence of the statutory depletion provision 
and the production and marketing of gas or oil and does not consider them to 
be “unpredictable subsequent events.” Yet it is unwilling to concede the con- 
tinued existence of the property itself and the fact, demonstrated beyond rea- 
sonable doubt, that retirements at cost will never, within any reasonably fore- 
seeable future time, exceed replacements at cost. This latter, virtually a dead 
certainty, is considered an unpredictable future event. I should think the 
continued existence of a regulated enterprise is at least as predictable as the 
continued existence of the tax statutes in their present form. 

If it is reasonable to conclude that there is a tax savings because of the 
statutory depletion, then certainly there is a tax saving because the taxes 
deferred will never be paid. In both cases, tax accruals in a given accounting 
period are equal to the tax liability and will never be more. The same con- 
clusions should be reached on both issues. 

I proceed now to dispose of the statutory depletion issue and consider whether 
it is a means of returning the value of the natural gas produced to the person 
who has an interest in it. Then, because I conclude that there is no depletion 
in such a sense in this proceeding, I consider whether the resultant tax saving 
is properly part of, or in addition to, the fair rate of return. 


ISSUE NUMBER THREE: STATUTORY DEPLETION 


Ordinarily a taxpayer who is subject to a cost-plus-return concept of rate regu- 
lation should not be permitted to collect from its ratepayers dollars over and 
above actual,.costs of doing business unless it is reasonable to expect expenses 
incurred in the accounting period under investigation are artificially or tem- 
porarily depressed and that in future years it will not be possible to meet those 
expenses from accruals allowed. When there is a reasonable expectation of such 
a contingency, the utility should credit the dollars collected over and above the 
current liabilities to a reserve to be charged as needed. But notice the word, 
“ordinarily.” Are there any exceptions? 

It is represented to us that the tax reduction resulting from the statutory de- 
pletion credit is one of these; that it became so impractical and inequitable to 
measure the rate at which the value of a gas reservoir was used up and in what 
proportion among the many interests affected, that it was decided to approach 
this calculation from the revenue end rather than from the cost end. This hind- 
end-first approach is allegedly the firm and calculated expression of the Congress 
on the rate at which the “‘value” of a gas reservoir is used up. 

On its face there are many infirmities to this technique. I propose to note 
some of them. But this is a most delicate and intricate business we are dealing 
with. Many of these defects are the result of practical compromises between 
widely separated and soundly argued positions. Many result from the impossi- 
bility of measuring how much, exactly, gas or oil is in a certain portion, or indeed, 
in all of the earth’s crust and from the difficulty of evaluating the market worth 
of these reserves. 
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It seems apparent that there would be nothing but the most fortuitous and 
eoincidental identity between the physical fact of the amount of gas that is used 
up in the United States in a year, on the one hand and, on the other, (1) the 
amount of money the producers of that gas are able to sell it for and, (2) the 
Federal income tax rate.” Yet both of these factors determine the supposed 
allowance for depletion. If a nonregulated producer of oil or gas were selling in 
a soft market he might not be able to price his product high enough to get much 
taxable income at all. What happens to the physical fact of depletion then? 
Aren’t low-priced Mcfs of gas just as thoroughly and inesecapably lost to the 
producer once they are produced as high-priced Mcfs are? Yet a strict applica- 
tion of the theory that the statutory depletion allowance in computing Federal 
income tax expense is intended to compensate the producer for the capital in 
the form of gas he has used up would lead to such an absurd conclusion. 

The point to be remembered, however, is that the rate of depletion of oil and 
gas has been measured by the Congress, not on the mere physical fact of the 
quantity of gas or oil voided from the reservoir. There is also the element of 
how much value has been removed from what the taxpayer owns, or has an 
economic interest in, under the surface of the earth. It is imperative, therefore, 
to examine what makes up this concept of value so that we might determine 
whether that which is returned through the tax reduction effect of statutory de- 
pletion represents that value or whether that value has already been fully re- 
turned to the producer in some other way. To do so requires a somewhat 
academic excursion into theory since “value” is, at best, an abstraction, to be 
understood only after careful examination of some rather basic ideas. Unfor- 
tunately, perhaps, “value” as that word is used when applied to oil and gas re- 
serves, Will never be used properly unless such a basic academic understanding is 
reached by those using the word. 

Gas in place, like any other mineral resource, has no intrinsic value. The 
value of resources in place is the imputed value of them as useful goods in 
the hands of those who ultimately put them to use. They can never be worth 
any more than this, so this is the maximum. Since the utilities in these re 
sources will not be realized for some time, the present value is that of their 
future utility. Consequently, a degree of discounting of this future value is 
in order. This is the use-value, arrived at by consumer utility valuation. Its 
quantity will be about equivalent, in terms of what the consumer will pay for 
them (their cost to him), to the cost to the consumer of; (a) doing without 
these utilities (sacrifice), or (b) goods that may be substituted for these goods 
(alternative cost). 

The imputed value is arrived at in practice by deducting from the consumer- 
cost quantity, ie. “value”, as described above, the several costs of getting 
these, now unproduced, goods from their underground resting place to the hands 
and possession of the consumer in the desired form. These are exploration, 
development, production, gathering, transmission, distribution and such other 
actually incurred costs, including capital costs. When the aggregate of these 
costs, or the portion of them allocable to a unit of the useful good, is deducted 
from the consumer’s estimate of the worth of that good to him, there may 


277This fact refutes the contention frequently made that the depletion credit has re- 
mained unchanged since 1926. ‘True, this percentage has not. But, the amount of taxes 
that are saved, and therefore the amount of money that is available to the producer as 
“depletion”, has indeed changed since 1926, even on an identical unit price for gas or oil, 
as the percentage rates of Federal income tax changed. 

28 Recollection of the Hast Texas debacle in the 1930’s is all that is required on this 
point. 
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be some value remaining to be explained. Whatever remains is a margin, or 
spread, between the total unit cost and the total unit value of the good. It is 
a form of net value. From it may come net profits of enterprise. As such, 
it may be divided among the several functions and functionaries that partici- 
pate in its development. It is an economic rent in the truest possible sense, a 
clear return, that exceeds all costs, even capital costs. 

It is elements of value of this kind that rate regulation of enterprise is 
intended to discover and realize for the public good and in the public interest. 
By realize, of course, I mean not to imply this net value must be denied to the 
firm that produces it. I mean only that regulation determines what disposition 
ought to be made of it. This is the economic function and justification of rate 
regulation. Generally, it is thought well that such values as this be secured 
to the benefit of the consumer, dependent as he usually is on the regulated 
enterprise for an essential service or commodity. If this excess of value over 
cost is large, it is said that “demand” is relatively strong, relative, that is, to 
“supply”. 

If there is no excess of value over cost, it appears that costs, as aggregated, 
are equal to utility. That is an end of the matter. If this equating is achieved 
by regulation, the latter has acquitted its responsibility. If it may be achieved 
without regulation, there is no need for regulation. If the aggregated costs 
exceed the utility value of the good, it should not be produced unless there 
is special justification for doing so. Such is the process for imputation of 
value to reserves in place. It remains to reduce these abstractions to the 
practicalities of the problem before us here. To do so, we examine the value 
of United Fuel’s gas in comparison with its full costs. 

In the case of the regulated pipeline producer segment of the natural gas 
industry, whose revenues are fixed on a cost-plus-return basis, all the expendi- 
tures of unsuccessful as well as successful exploration and development are 
charged directly to the ratepayer and collected in toto, all the costs of drilling 
and producing are similarly met in toto, and all the risks are compensated 
in the return. It remains now to determine whether the imposition of de- 
mand has resulted in a value for United Fuel’s gas that is higher than these 
costs. 

Effective prices, that is, prices that actually affect the pocketbooks of the 
customers, have risen faster since 1954 when we first undertook to regulate 
independent producer prices and in larger dollar effect because of the volumes 
involved, than ever before. The problem, however, is to measure the impact 
of this demand on prices. Has it raised prices above true costs? Or, as some 
contend, has market influence been so dampened that current prices are below 
full costs? We have no ready answers to these inquiries in the independent 
producer segment of the industry. In the case of a fully regulated pipeline 
producer, such as United Fuel, however, the answer is more readily available. 

The record in this case, as abbreviated as it is, discloses that the cost of 
produced gas to United Fuel in 1955 was about 17.5¢ per Mcf on an assumed 
614% rate of return and based on the data utilized by us in our consideration 
of the record. This is the approximate cost, of course, since this record is 
not complete on such issues in the cost of service, these having been stipulated. 
It remains to compare this amount with the value of its gas. 

One effective comparison to measure “value” as described earlier is an exam- 
ination of the prices at which sources of gas, alternate to its own produced gas, 
are available to United Fuel. 

This is easily done. The Annual Report for United Fuel filed with this 
Commission shows that the overwhelming proportion of its Appalachian sup- 
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plies are purchased in Kentucky and West Virginia. A hasty calculation dis- 
closes the average price ($6,639,219--34,657,399 Mcf) is 19.16¢. This figure 
includes an undisclosed amount, but certainly some, gathering charges. These 
two rough figures, 17.5¢ and 19.2¢ are not identical, of course. It would be 
remarkable if they were. But they are close enough to suggest that the going 
price for gas to United Fuel was on a reasonable plateau with the costs of 
United Fuel’s purchased gas during the period covered by this record.” 

In this proceeding, therefore, even on this abbreviated record, we can reach 
a meaningful judgment. That judgment is that the then current costs of 
produced gas as recorded on the books of United Fuel did not differ materially 
from the market value. Hence, there was no “added value” that must be 
recovered through depletion that has not already been, or will be recovered, 
through rates fixed on full costs. 

If the time ever comes when we finally determine whether the “value” of an 
independent producer’s natural gas is less than, just equal to, or more than 
the costs, including a fair profit, of finding, reducing to possession, and deliver- 
ing it to a buyer, then and at that time it will be proper to say whether that 
value to the extent it exceeds full costs is a just and reasonable one. If it 
is, then the depletion credit will have to be used to return to the producer, 
through his tax savings, the amount by which the just and reasonable price 
exceeds the costs of the producer. Unfortunately for the clean resolution of 
this problem, however, we are far from such a point in the regulation of the 
independent producer. 

The Congress has evidently intended that those with an economic interest 
in the rate at which the mineral resource known as natural gas is used up 
should be entitled to recover their proportional share value of the asset in its 
“added value” state over the life of the production. The use of the Federal 
income tax statutes with their varying rates and provisions seems an odd way 
for this recovery to be effected, but, since the industry was not regulated on 
a cost basis, how better to do it? I am compelled to concede then, that the tax 
savings resulting from the operation of the statutory depletion provisions repre 
sents the law of the land on the amount of depletion experienced by the inde 
pendent producing segment of the natural gas industry until such time as we 
determine whether the costs of the independent producer are more or less than 
a just and reasonable “value” for his product. 

United Fuel differs significantly, however. It has been living under regulation 
a long time. It has operated under just and reasonable rates designed to 
recover all reasonable operating expenses, depreciation, depletion, taxes and 
to yield a fair return. Included in these operating expenses have been all costs 
of exploration and development, of production and all other costs. It has also 
been permitted a return designed to compensate it for the risks it takes in 
doing these things and to provide an incentive to continue. 

The point is that United Fuel will recover substantially all the “added value” 
of its property in its operating expense allowance. There is no occult mystery 
in that figure. Unlike the independent producer segment of the industry, unreg- 
ulated to date on a cost basis, United has an assurance that it will recover the 
value of its gas reserves through operating expenses. In other words, value 
and costs are comparable. Since the only demonstrable purpose of the statutory 
depletion credit is to return the value of the producer’s property that is more 


* Another test which is not available to us in this record, would be the value assigned 
to United Fuel’s produced gas by the Internal Revenue Service in calculating allowable 
statutory depletion for Federal income tax purposes. I mention it here only as one means 
of testing the validity of the “added value” theory should the parties decide to use it. 
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than what it has spent creating that value, there is no need for the statutory 
depletion credit insofar as United Fuel is concerned, as a measure of depletion. 

Clearly then this tax savings would not be operating expenses. Clearly they 
would not be actual taxes. Are they justified as taxes on the theory that at 
some future date tax accruals will be less than tax liabilities? No, because as 
long as revenues continue the deductions will continue. They are a function 
of revenue and vary in direct proportion to revenue. Hence there is no basis 
for their being collected and credited to a reserve for future taxes. 

Are these dollars depreciation or depletion? At least for United Fuel, there 
is substantially no value remaining in the gas produced during this period that 
must be recovered as depletion. This conclusion, however, is limited to the 
cost regulated pipeline producer like United Fuel whose costs are demonstrably 
comparable to “value” in the area where the production takes place, and for 
whom the just and reasonable “value” or price for his gas is comparable to his 
full costs. I think, insofar as the unregulated segments of the oil and gas 
producing industry go, that there is some value to be recovered as depletion, 
at least to the extent of the amount by which value exceeds the costs of the 
production. The Congress has evidently decided to measure depletion this way. 
Whether this is economically sound or merely administratively expedient is 
not for us to speculate. It is the Congress’ expression of the amount by which 
a non-cost-regulated producer’s capital is returned to him. And to that extent 
his capital has been used up. Plainly, under such a concept, if tax savings 
from the statutory depletion credit are anything they constitute return of capi- 
tal, not return on capital. 


TAX SAVINGS AS A COMPONENT OF RATE OF RETURN 


This brings us to the consideration of the question whether tax reductions 
resulting from the intangible productive well drilling and statutory depletion 
credits, working together, are required to compensate a producer for the risks 
already incurred and to provide him with the incentive to incur additional risks. 
In other words, do these provisions of the tax laws measure the amount of 
return that is necessary for the producing segment of the industry, either regu- 
lated or unregulated? In answering this question, of course, we must find 
a clear expression of Congressional intent to do so for, as all parties must 
concede, a regulated company’s tax return is scarcely the place to measure a 
fair return in the absence of very special circumstances. No such clear inten- 
tion is present here and none should be inferred. Here are my reasons for so 
concluding. 

In the first place, with respect to independent non-regulated producers, it is 
obvious that the Congress did not so intend because it could not have assured a 
non-regulated producer that the latter could sell natural gas at a price that was 
sufficiently above actual cost to enable it to keep the entire tax saving. And 
since the Congress could not give such an assurance, there can be no assurance a 
taxpayer enjoying these privileges could price his product high enough, in com- 
petition, to permit him to profit by an amount equal to any, much less all, of the 
tax savings. Accordingly, it is clear on this basis alone, that Congress didn’t in- 
tend to give an “incentive” or compensation for risk to a non-regulated property 
by manipulation of the tax laws. 

Assuming without in any way conceding it did, however, is that same assump- 
tion valid for a cost regulated industry? I think not. For in such industries the 
profit or return is made to depend on the judgment of a regulatory commission 
reached after an evaluation of the quantum of the risk of the enterprise. It is 
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absurd to contend the Congress intended to amend fundamental and Court ap- 
proved regulatory law to the extent of letting the coincidence of the market, the 
Federal income tax rate, and a decision on the extent of a given year’s drilling 
program measure and limit the return available. How could the Constitutional 
guarantee of a fair return be invoked if such a concept were to prevail? Or 
suppose the tax laws were changed to reduce or eliminate this advantage? 
Would such an eventuality affect the inherent risk of the enterprise? No,ina 
regulated industry there is a more scientific and equitable means of compen- 
sating risk, And it is available only because of the fact of regulation. 

If the Constitution guarantees to a producer an opportunity to earn a fair re 
turn,” as this Opinion agrees, then that rate must be a measurable one. Further- 
more, it is a minimum that can be allowed. On the other hand, the fair return 
which may be allowed by the regulatory agency must also be a measurable one. 
It becomes the maximum. When we determine the amount that United Fuel is 
entitled to under the Constitutional mandate we must assume that ail factors 
have been considered, including the “incentive concept.” Otherwise, we would 
be proceeding on the thesis that there is no Constitutional guarantee of an allow- 
ance for incentive. 

Is it correct to state then, that we are under a mandate to include, in addition 
to this allowance for incentive required by the Constitution, an allowance ex- 
actly equal to the tax savings, if it equals an amount that is more than this Con- 
stitutionally required rate of return, but only if it equals more? I do not think 
so. There must be an amount needed or there is not. So important a concept 
certainly could not be left to the irrelevant effects of Federal income tax rates, 
drilling programs, etc. 

Majority Opinion, consistently with El Paso, concludes that Congress has 
chosen to grant “benefits to the entire industry to compensate it for its obvious 
hazards and to encourage the continued production of oil and gas.” This con- 
clusion, I dare say, pretty much depends on what is meant by the word “bene- 
fits.” The compensation for the risks and hazards and the incentives needed are 
part of the return to which a producer is Constitutionally entitled. I see nothing 
in the Natural Gas Act or the tax statutes which supports the proposition that 
tax savings exactly equal the amount needed for this purpose when they exceed 
a fair return but not when they do not. 

Galveston Electric Company v. Galveston, 258 U.S. 388, stands for the proposi- 
tion that, “[i]Jn calculating whether the five-cent fare will yield a proper return 
it is necessary to deduct from gross revenue the expenses and charges; and all 
taxes which would be payable if a fair return were earned are appropriate de- 
ductions.” The Federal income tax statutes applicable at that time (1920) 
exempted dividends received by stockholders from “normal” taxes. Justice 
Brandeis’ opinion points out that the reduction in certain income taxes to be 
paid by the shareholder, not by the corporation, reduces the amount of money 
which must be paid to the stockholder in order for him to realize the cash 
amount which has been found to measure a fair compensation for the risk in- 
curred by his invested capital. This is similar to the modification sometimes 
made in adjusting rate of return on equity proportion of rate base to allow for 
the portion of dividends which are tax exempt under cetain provisions of the 
income tax statues now applicable.™ I agree that, if a measurable, fair return 






®TI speculate here whether this will be held to apply to independent producers as well 
as pipeline producers. As I have stated, I believe it does. See for example Hearings on 
H.R. 6790, 6791, 85th Cong., 1st Session, p. 1585. (Harris-O’Hara Bills) 

For example, dividends on certain public utility stocks are tax free because they ex- 
ceed, on tax books, accumulated undistributed net income. 
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was available to a regulated firm out of gross revenues of a given amount, any 
reduction in tax liability to the corporation could be used to reduce the gross 
needed to produce that same net return. But I do not see how the amount of the 
return itself, that is to say, the risk incurred by the property, could be affected 
by any increase or reduction in the tax rates or tax liability of the firm. 

Bluefield Company v. Public Service Commission, 262 U.S. 679, it seems to 
me, supports my contention that the Constitutional minimum rate of return 
must include an allowance for incentive and compensation for the risks and 
hazards of the oil production business. It does not stand for the proposition 
that once such compensation has been calculated something in addition must 
be added because of the effects, not of the Natural Gas Act nor the Constitu- 
tion, but rather because of the effects of the tax statutes. 

Our responsibility is to examine such companies as United Fuel and other 
producers enjoying these tax reductions and to compensate them for the spe- 
cial risks involved. Concurrently, of course, it is the company’s responsibility 
to demonstrate the nature and extent of that risk. Unfortunately for United 
Fuel here, perhaps, it has stipulated that it feels the measure of the return to 
which it is entitled on the property it has dedicated to the public service is 
6%4% per year. We may not depart from this figure without better cause than 
is shown here. 

Accordingly, I am unable to agree with Majority that these tax savings ought 
to be retained by the producer as a part of the return on any part of its rate 
base. These dollars, if they are anything, are a return of the taxpayer’s cap- 
ital. As such they must be retained entirely free of taxation, in exactly the 
Same manner as dollars of depreciation are retained free of taxation. Of 
course, I have explained why I have been satisfied that they do not amount 
even to such a return of capital in this case. But, even should one disagree 
with my judgment, one should not compound that error by misconceiving the 
nature of the dollars that are thus permitted to be kept by the taxpayer-pro- 
ducer. The invested undepreciated capital that produces this value is entitled 
to whatever is a fair return on it. This is an entirely separate matter from 
the amount by which the value of that capital has been depleted through pro- 
duction. Our function is to measure that fair return. We may not employ 
the income tax statutes, and certainly not the depletion credit provisions of 
them, to do the job for us. 

I believe it is entirely unrealistic to conclude that the Congress intended to 
measure the quantum of a pipeline producer’s risk by anytbing as variable 
as the Federal Income Tax rate on his gross revenues. Yet the tax savings 
resulting from the intangible well drilling and statutory depletion credits are 
functions of both. 

I conclude, therefore, that these tax reductions are not part of the return on 
the rate base of United Fuel and that they ought not to be allowed as return 
or to be considered in determining the allowable return (if, indeed, there is 
any distinction between these two concepts). 


CONCLUSION 


I dissent from the Majority Opinion on the issue of liberalized depreciation 
because it characterizes tax savings as tax deferrals. 

I dissent from the position of the Majority Opinion on intangible productive 
well-drilling expense and statutory percentage depletion credit because it char- 
acterizes the tax savings that will result from these provisions as compensation 
for return of capital when in point of fact the value of the capital that is to 
be returned has already been recaptured in the cost of service. I also dissent 
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on these two points because the Majority Opinion characterizes these tax sav- 
ings as compensation for incentive and for the risks and hazards of doing busi- 
ness when in point of fact these must be compensated for in the rate of return 
Constitutionally required and should be measured in a more effective and 
realistic manner consistent with the provisions of the Natural Gas Act and 
regulatory principles applicable to rate of return. 


DECISION 


UPON ISSUES RESERVED IN LIMITED SETTLEMENT OF RATE PROCEEDING, CONCERN- 
ING PROPER TREATMENT FOR RATE-MAKING PURPOSES OF CERTAIN FEDERAL INCOME 
TAX DEDUCTIONS 

(Issued December 17, 1958) 


Kei.y, Presiding Examiner: This is a rate case under Section 4 of the Natural 
Gas Act (Act) in which are involved rates for the sale of natural gas by United 
Fuel Gas Company (United) for resale in interstate commerce, subject to the 
jurisdiction of the Commission. The issue in the two dockets shown above of 
the lawfulness of the rate form proposed by United was, by order of the Com- 
mission, tried and decided separately in consolidated proceedings with other 
dockets. The Commission then ordered a separate hearing upon the issues of 
rate level presented in these two dockets. All such matters of rate level have 
been disposed of by agreement of the parties, with the approval of the Com- 
mission, with the exception of the reserved issues concerning the proper treat- 
ment for rate-making purposes of certain Federal income tax deductions, which 
reserved issues were tried at the hearing. 

The rate filings here involved are United’s F.P.C. Gas Tariff, Fourth Revised 
Volume No. 1, filed May 12, 1954, Docket No. G—2451, and Substitute First Re 
vised Sheets Nos. 18 and 17 thereto, filed November 4, 1954, Docket No. G—5475. 
The filing in Docket No. G—5475 ineorporated the proposed increase in rates 
suspended in Docket No. G—2451, and proposed a further increase in rates 
which was to compensate United for the proposed rate increase filed with the 
Commission on November 3, 1954, by one of its suppliers of natural gas. The 
filing by United of May 12, 1954 was suspended by order of the Commission of 
June 4, 1954, entered in Docket No. G—2451, which also ordered that a public 
hearing be held at a subsequent date concerning the lawfulness of the rates, 
charges, classifications and services contained therein. By order of December 
3, 1954, the Commission took the same action in relation to said filing of No- 
vember 4, 1954. These filings by United sought increased rates and proposed 
a change to a contract demand form of rate. 

Central Kentucky Natural Gas Company (Central), like United, a subsidiary 
of the Columbia Gas System, Incorporated, filed a revised F.P.C. Gas Tariff on 
May 14, 1954, Docket No. G-—2450; and it filed a proposed substitute tariff sheet 
thereto on November 4, 1954, Docket No. G-5476. By said two filings Central 
sought increased rates and proposed a change to a contract demand form of 
rate. By order of the Commission of October 29, 1954, Dockets Nos. G—2450 and 
G-2451 were consolidated for purposes of hearing. It was stated in said order 
that “in view of the urgent requests for immediate hearings concerning the 
form of rates, it is deemed appropriate that the above-entitled proceedings be 


%2Pursuant to a certificate of public convenience and necessity granted in Docket No. 
G-9689 (Presiding Examiner’s Decision issued August 10, 1956 effective as of September 
10, 1956 as the final order and decision of the Commission), 16 FPC 437, the facilities and 
operations of Central Kentucky Natural Gas Company subject to the jurisdiction of the 
Commission were transferred to Kentucky Gas Transmission Corporation, a new subsidiary 
corporation, in the Columbia Gas System, Inc., as of January 1, 1957. 
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consolidated for early hearing.” By separate orders entered respectively in 
Dockets Nos. G-5475 and G-—5476 on December 3, 1954, said two dockets were 
consolidated for hearing with Dockets Nos. G—2450 and G—2451. Both of these 
orders of December 3, 1954 found that it was “appropriate and in the public 
interest that the issue of rate form in this matter be consolidated for purpose 
of hearing with the proceedings on that issue in the consolidated proceedings 
in Docket Nos. G—2450 and G-—2451.” The Commission order of October 29, 
1954 directed that evidence be received at the consolidated hearing only upon 
the issue of the lawfulness of the proposed rate form, and that after the trial 
of this limited issue the hearing be recessed subject to further order of the 
Commission. 

The hearing so ordered by the Commission upon the limited issue of rate form 
in said four dockets was concluded after several recesses and the initial decision 
of the Presiding Examiner was filed on January 18, 1956. By order of May 11, 
1956, 15 FPC 730, the Commission affirmed the decision of the Presiding 
Examiner to the extent that it was consistent with the Commission’s findings 
made in the order. The order pointed out that the Presiding Examiner’s de 
cision was only on “the limited issue of rate form”; and it made clear that the 
review by the Commission of these rate filings was at that time “limited to a 
determination of the justness and reasonableness of the contract demand (CD) 
rate form proposed by” United and Central. It was further stated in said order, 
in connection with said filings, that “the rate level, as well as the amount of the 
demand charge, awaits our further determination.” Applications for rehearing 
of the Commission’s order of May 11, 1956 were denied by the Commission by 
order of July 6, 1956, 16 FPC 711; and there were filed in the United States 
Court of Appeals for the District of Columbia petitions to review the action of 
the Commission approving said contract demand form of rate. A certified copy 
of the record of said consolidated hearing was filed with said appellate court. 

While the rate form issue in the four consolidated dockets was still pending 
before the Commission on petitions for rehearing, the Commission issued its 
order of June 25, 1956 for a hearing upon the remaining issues, other than rate 
form, in United’s companion cases in Docket Nos. G—2451 and G-—5475. Insofar 
as the issue of rate level is concerned, Central’s companion cases in Docket Nos. 
G-2450 and G-5476 have been kept by the Commission entirely separate from the 
aforesaid cases of United. By the Commission’s order of March 11, 1957, a stipu- 
lation agreed upon by all parties was approved, whereby all matters of rate level 
in Central’s aforesaid rate filings were compromised, and the proceedings con- 
cerning them were terminated, reserving only the rights of the petitioners for 
review in the appellate court of the Commission’s order approving said con- 
tract demand form of rate, entered in the aforesaid consolidated proceedings. 

In the Commission’s order of June 25, 1956, it was made clear that the public 
hearing ordered thereby in United’s two Dockets, G—2451 and G-—5475, was to 
be with respect to the level of rates proposed by United, and that United’s form 
of rate was not to be an issue at such hearing. The order pointed out that the 
consolidation of United’s cases with those of Central was for the purpose of 
hearing “the single issue of form of rate,” and that such hearing had been con- 
cluded and a determination of said issue had been made by the Commission. 
The intention of the Commission to try separately the issues of rate form and 
rate level was clear from its orders. No evidence concerning rate level was 
permitted to be received at the consolidated rate form hearing, and no evidence 
concerning rate form was permitted to be received at United’s rate level hearing. 
The evidence received at the former hearing was not relevant to any issues relat- 
ing to United’s rate level. Therefore, a new and separate record was directed 
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by the Presiding Examiner to be made upon the issue of the lawfulness of 
United’s proposed rate level. This record made of the proceedings beginning 
July 5, 1956, together with all papers and requests filed in Docket Nos. G—2451 
and G-5475, constitutes the basis for the decision of any matter pertaining to 
rate level in United’s said two dockets. 

By order of the Commission of June 29, 1956, the Matter of Ohio Fuel Gas 
Company (Ohio), Docket No. G-—2281, was consolidated with United’s two 
dockets, G—2451 and G—5475, for the purpose of trying a single specified issue at 
the hearing to commence on July 5, 1956. However, Ohio’s matter in Docket 
No. G-2281 was severed from the two dockets here and terminated by order of 
the Commission of October 26, 1956. 

The hearing of the issue of the lawfulness of United’s proposed rate level was 
commenced on July 5, 1956, and on that and the following day United presented 
its proof-in-chief. A recess was then taken to September 17, 1956, during which 
several conferences were held by the parties and the Staff in an attempt to 
settle or narrow the issues. Further conferences were held thereafter during 
short recesses of the hearing which resulted in the compromise of all issues ex- 
cept the few hereinafter discussed. Two stipulations, agreed to by all parties, 
were entered on the record of the proceeding respectively on September 20 and 
27, 1956. The first stipulation provided for refunds to be paid by United to 
five wholesale customers from increased revenues collected between November 1, 
1954 and December 31, 1955. The second stipulation disposed of all remaining 
issues in Docket Nos. G—2451 and G—5475 except the few reserved therein for 
further hearing. On October 1, 1956 the Presiding Examiner referred these two 
stipulations to the Commission for consideration and action. 

3y order of October 19, 1956, 16 FPC 1069, the Commission approved both of 
said stipulations. The provisions of the two stipulations were discussed in the 
order and it is deemed unnecessary to discuss them again herein except insofar 
as they relate to the reserved issues. Only the second stipulation, entered on 
the record of September 27, 1956, contains any provisions pertaining to these 
issues. The pertinent provisions of said second stipulation read as follows: 
It is hereby stipulated and agreed for purpose of settlement in Docket 
Nos. G-2451 and G-—5475 only that United Fuel Gas Company’s Cost of 
Service for the test period is reflected in Exhibit No. 38 in this proceeding, 
subject only to the specific reservations subsequently stated herein, and 
that: 


* 





* 









* * * 


3. All parties hereto and Commission staff specifically reserve all of their 
rights and defenses, including the right to cross-examine witnesses, to 
introduce evidence through witnesses, and exhibits, to file briefs, and to be 
heard in oral argument, on each of the following issues reserved by the 
following parties for litigation ; provided, such respective parties go forward 
with their case in chief: 

(A) The issue reserved by Washington Gas Light Company with respect to 
the distribution (or allocation) of the cost of service of United Fuel Gas 
Company, with any decision on such issue to operate prospectively only from 
the date of final action of the Commission on such issue. 

(B) The issues reserved by Cincinnati Gas & Electric Company and Union 
Light, Heat & Power Company with respect to the level of the cost of service 
except rate of return, the distribution (or allocation) of such cost of service, 
and the jurisdictional rates of United Fuel Gas Company, with any decision 
on such issues to operate prospectively only from the date of final action 
of the Commission on such issues. 
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(C) The issues reserved by the Kentucky Cities with respect to federal 
income taxes to be included in the cost of service for rate-making purposes 
for the period commencing January 1, 1956, to the same extent as if this 
stipulation had not been entered into; 

(i) The effect of accelerated depreciation under Section 167 of the Inter- 
nal Revenue Code of 1954 on the income taxes to be included in the cost of 
service for rate-making purposes. 

(ii) The treatment of the statutory depletion allowance under the Inter- 
nal Revenue Code in determining the income taxes to be included in the cost 
of service for rate-making purposes. 

(iii) The treatment of intangible productive well drilling costs insofar as 
it affects income taxes to be included in the cost of service for rate-making 
purposes. 

* oo a . * x > 


o7 


On September 27, 1956, the hearing was recessed to October 29, 1956, to give 
to the parties who had reserved issues an opportunity to prepare for the presenta- 
tion of their evidence. Prior to the resumption of the hearing on the latter 
date, the Presiding Examiner and all parties were notified by counsel for Wash- 
ington Gas Light Company, Cincinnati Gas & Electric Company and Union 
Light, Heat and Power Company that these parties relinquished their reserva- 
tions of issues and would present no evidence upon them. Thus, at the hearing 
resumed on October 29, 1956, and concluded after two recesses on December 
3, 1956, there was received only evidence relevant to the issues reserved by the 
Kentucky Cities under Section 3(C) of the stipulation quoted above; and only 
these issues remain for consideration and decision. 

Sixteen cities of the State of Kentucky were granted intervention in these 
proceedings by orders of the Commission. They are Ashland, Bellevue, Cattlets- 
burg, Covington, Cynthiana, Dayton, Fort Mitchell, Fort Thomas, Georgetown, 
Irvine, Lexington, Mount Sterling, Newport, Paris, Ravenna, and Winchester. 
All of these municipalities are represented by the same counsel and they have 
filed joint briefs. They have been referred to throughout the proceeding, and 
are referred to herein, merely as the Kentucky Cities. The only other briefs 
filed upon the remaining reserved issues were by United. The final briefs were 
received March 4, 1957. 


THE BASIC ISSUES 


A proper operating charge in the cost of service of a natural gas company, 


or other regulated utility, is its taxes, including income taxes.” The question 
here is whether the charge for Federal income taxes in the cost of service 
should be permitted to exceed those actually paid by United. The Federal 
income tax laws provide for various deductions from gross income in arriving 
at the taxpayer’s net taxable income. It is the contention of United that certain 
of these allowable deductions should not be reflected in the calculation of the 
Federal income tax item in its cost of service, although it has taken full advan- 


tage of such deductions in its Federal income tax return. The Kentucky Cities 
contend quite as vigorously that the ratepayer or consumer of natural gas should 
have to pay no more in the cost of service than the actual Federal income 
taxes paid. 

The Commission has relatively recently asserted that it has “consistently 
held that the allowance for taxes should not exceed the taxes paid.”™“ The 


8 Galveston Electric Co. v. Galveston, 258 U.S. 388; Georgia Railway and Power Co. v. 
Railroad Commission of Georgia, 262 U.S. 625, 633. 

* Opinion No. 297, South Carolina Generating Co., Docket E-6585, October 24, 1956, 
16 FPC 52. 
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Commission has, however, deviated in quite recent years from this position in 
relation to certain provisions of the Federal income tax laws. In each such 
instance of deviation, the Commission has given the same reason therefor, 
namely, that it was the intent or policy of the Congress in the enactment of 
the income tax laws there involved, that it so deviate; and that it was its duty 
to uphold such legislative intent or policy. The decision of the issues here 
should, therefore, hinge upon legislative intent. 

The legislative intent may not here be fairly ascertained, if only the income 
tax laws, here involved, and their legislative histories, are considered. There 
are here questions of ratemaking as well as questions of income taxation. There 
must likewise be considered the Natural Gas Act, its provisions, its legislative 
history, and the history of rate regulation thereunder of which the Congress 
is presumed to have knowledge.” . In its deviations from its rule of allowing 
only actual income taxes in the cost of service, the Commission has looked to the 
intent of Congress in relation to the regulatory law as well as in relation to 
the income tax law. In determining legislative intent both laws must be con- 
strued together. 

The courts have held that Congress, in providing nothing more in the Act 
concerning the lawfulness of rates for jurisdictional sales of natural gas than 
that they be “just and reasonable,” intended that the conventional standards of 
ratemaking should be followed by the Commission in rate cases before it.” 
These conventional standards, standing alone, would indeed call for the allow- 
ance in the cost of service of no more than actual taxes paid by the regulated 
utility. In holding consistently that only actual taxes paid would be so allowed, 
the Commission was merely applying these conventional standards in keeping 
with legislative intent. If these conventional standards are at any time varied 
in this respect, it should indeed be only because of a clear legislative intent 
of the Congress expressed in legislative action. As will be shown later herein, 
the Commission has, in effect. clearly so held. 

There are here, for construction and interpretation with the Act, three separ- 
ate provisions of Federal income tax law, each authorizing deductions from 
gross income. The first authorizes such deductions under the liberalized methods 
of depreciation, originating in the Internal Revenue Code of 1954 (Code), pre- 
scribed in Section 167 thereof. United has utilized in its tax return the “de- 
clining balance method” so authorized. The second provision appears in 
Section 263(c) of the Code which prescribes that the Secretary of the Treasury 
or his delegate shall continue in effect those regulations of long standing which 
granted “the option to deduct as expenses intangible drilling and development 
costs in the case of oil and gas wells.” The third provision authorizes the 
depletion allowance of 27% percent for oil and gas wells, which originated in 
the Revenue Act of 1926, which has been brought into the Code, in substance, 
at Section 613. These three provisions of the Code are hereinafter extensively 
discussed. As will be hereinafter shown, it will be necessary to discuss also 
Section 168 of the Code, which concerns “Amortization of emergency facilities,” 
as it was in relation to this law, enacted originaily in the Revenue Act of 1950, 
as Code Section 124A, and reenacted in 1954 as Section 168 of the Code, that 
the Commission first deviated from its policy of allowing as a cost only 
actual income taxes paid. 

The statutory allowances of deductions for depreciation under the liberalized 
methods, originating in the Code of 1954, are available to any taxpayer who 
meets the requirements of Section 167 of the Code. The allowances granted 






% Signal Oil and Gas Co. v. F.P.C., 238 F. 2d 771, 774. 
%* F.P.0. v. Hope Natural Gas Co., 320 U.S. 591, 616. 








un 
en} 


pr 


FEDERAL POWER COMMISSION 161 


under the other two Code Sections here in question are available only to those 
engaged in the production of oil and gas. United is engaged in the transporta- 
tion and sale for resale of natural gas in interstate commerce, and also produces 
some of the gas that it sells. United utilizes all three of these allowable deduc- 
tions, and by so doing obtains benefits in income tax reductions. As a natural 
gas company United’s rates are regulated under the Act according to the 
conventional standards of rate regulation. It is as much the duty of the Com- 
mission to uphold the legislative intent in relation to the Act as it is in relation 
to the income tax laws. 

The Congress is presumed to know that the courts have interpreted the Act 
as providing only the conventional standards of ratemaking. It is presumed 
also to know that the Commission has consistently interpreted these conven- 
tional standards to prescribe that only actual income taxes paid should be 
charged in a cost of service. Therefore, if United’s contentions are to be sus- 
tained, there must be found a clear Congressional intent to set aside these 
prescribed standards to the extent of charging the ratepayer or consumer, under 
the facts here, for more than actual income taxes paid. This requires a finding 
that the Congress intended that the Federally regulated utility availing itself 
of the privileges given by these tax laws so as to obtain the benefits of income 
tax reduction, may retain these benefits as against the ratepayer or consumer, 
and not so reduce its income tax charged in the cost of service. 

There is no specfic language in either the Act or the pertinent Code provisions 
to indicate in any way what the Congress might have intended, at the times of 
enactment, in relation to the treatment of these allowable income tax deductions 
in computing the income tax item in the cost of service of a natural gas com- 
pany or other Federally regulated utility. There is likewise nothing in the 
legislative histories of the Act and these Code provisions to show that the 
Congress even gave consideration to the effect of these income tax deductions 
upon any phase of rate regulation by any Federal agency. Therefore, the only 
way to support logically a deviation from the Commission’s rule allowing only 
income taxes actually paid, hereinbefore stated, is to be able to find in the tax 
legislation involved, or its legislative history, some obvious aim or purpose of 
the Congress which would be thwarted by not deviating from said rule. In the 
previous instances of such deviation, the Commission has, in effect, so held. 
The attempt is made hereinafter to give a reasonably full review of such 
holdings by the Commission. 


ACCELERATED AMORTIZATION 


Section 168 of the Code is entitled “Amortization of emergency facilities.” 
It gives to the taxpayer the right to amortize an “emergency facility” over a 
period of five years instead of recovering his investment therein by depreciation 
over the estimated life of the facility. The facility must have been completed 
or acquired for the statutory purpose after December 31, 1949. An agency of 
the Federal Government, designated by the President, must issue a certificate 
that all or part of the taxpayer’s investment in such facility was necessary in 
the interest of national defense during the emergency period which began on 
January 1, 1950, and is to end by proclamation of the President. 

Section 168 was originally Section 124A of the Internal Revenue Code, and 
it became law as Section 216 of the Revenue Act of 1950.” On January 15, 
1953 the Commission issued a “Notice of Proposed Rule Making and Fixing 
Date for Oral Argument,” “In the Matter of Treatment of Federal Income 


In its Opinion No. 269 (Panhandle), the Commission erroneously refers to “Section 
216” as “Section 218.” 
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Taxes as Affected by Accelerated Amortization,’ Docket No. R-126. The notice 
provided for oral argument before the Commission upon a date specified, and 
for the filing by interested parties of “data, views, and comments in writing” 
upon the issue stated in the notice as follows: 
In view of accelerated amortization permitted pursuant to Section 124A 
of the Internal Revenue Code, what rules, if any, should be promulgated 
by the Commission with respect to the treatment of federal income taxes, 
for accounting or rate-making purposes, or both, under either the Natural 
Gas Act or the Federal Power Act, or both? 

The Commission issued on June 16, 1953, in Docket No. R-126, another 
“Notice of Proposed Rule Making and Fixing Date for Oral Argument,” which 
was under the following caption : 

Amendment of Uniform Systems of Accounts Prescribed for Public Utilities 
and Licensees and Natural Gas Companies and of Annual Reports, Forms 
Nos. 1 and 2, to Provide for Accounting and Reporting of Provision for 
Future Income Taxes Resulting from Accelerated Amortization. 
Further opportunity for oral argument before the Commission and the filing of 
data, views and comments, was granied in this notice, which called attention to 
the notice issued January 15, 1953 and quoted therefrom the issue as stated 
therein which is set forth above. Accompanying the notice of June 16, 1953 
were the “proposed amendments to the Commission’s Uniform Systems of Ac- 
counts and Rules” which, it was stated therein, were “proposed to be issued 
under the authority granted the Federal Power Commission by the Federal 
Power Act and the Natural Gas Act,” and particularly certain sections of said 
two Acts. 

After hearing oral argument and receiving in writing the views of many inter- 
ested parties, the Commission issued on December 4, 1953, in Docket No. R-126, 
Opinion No. 264, 12 FPC 369. Vigorous arguments were received on both sides 
of the question of whether the difference in income taxes resulting from the use 
of certificated accelerated amortization constituted a tax saving or a tax deferral 
and whether the consumer should have the benefit of it in computing income 
tax for the cost of service. The opinion stated that it “will deal only with the 
rate-making aspect of the problem, and the accounting phase thereof will be 
dealt with at a later date.” It is pointed out therein that a number of natural 
gas companies had received certificates of necessity for rapid amortization under 
Section 124A of the Internal Revenue Code (now Section 168) which were 
“entitled to know how this Commission will treat these certificates in making 
rates.” This was given as a reason for the announcement of the Commission’s 
policies in this regard. The opinion stated that the policy set forth therein 
would be equally applicable to electric companies subject to the jurisdiction of 
the Commission. Concerning the issue before it, the Commission had the follow- 
ing to say at page 370 of Opinion No. 264: 

Thus, the recipient of a certificate of necessity obtains substantial deduc- 
tions against net income for income tax purposes during each of the first 
five years, and much smaller deductions therefrom during the remainder of 
the normal amortization period. If the income tax rates remained the same 
during the entire life of the facilities, the same amount of taxes ultimately 
would be paid under either accelerated or normal amortization. By the 
enactment of this law, Congress did not forgive the payment of any income 
taxes; it merely allowed payment of some of them to be deferred. This 
has the precise effect of a grant by our government to a certificate holder 
of an interest-free loan. 
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Concerning the argument made that the rates to the consumers should be 
lowered during the period of rapid amortization so as to give them the benefit 
of the lower income taxes, “deferred” as aforesaid, the Commission stated : 


The answer to this contention is that Congress obviously did not intend 
to make cash donations to the particular persons who happen to be, during 
the five-year period of accelerated amortization, the customers of the 
particular utilities which have received certificates of necessity. Such a 
result would be inconsistent with the effort of Congress to aid our national 
defense. 

Concerning the effect of its ruling upon the customers of an electric company 


or natural gas company which had certificates of necessity for some of its 
facilities, the Commission had this to say: 


The customers are not called upon to do anything more or different than 
they are now doing. They will pay the same rates, no more, no less. They 
neither lend nor give their money to the utility. Their position is the 
same with accelerated amortization as it is without it. It is the other 
two parties to the transaction who change their position—the United States 
Government and the utility. The United States Treasury will not receive, 
in the five-year period, money which it otherwise would have received, 
and the utility will have the money which the Treasury does uot have 
during that period. Thereafter, the utility starts paying the money back 
to the Treasury. No contribution is made by the customer or by anyone 
else. 

The conclusions of the Commission in relation to the stated issue are given 


in the opinion as follows: 


It appears essential to continue the depreciation policies which we have 
heretofore followed: Namely, to relate the annual depreciation charge to 
the service life of the facility being depreciated. As applied to an emer- 
gency facility subject in whole or in part to accelerated amortization, the 
fact that temporary tax savings may be realized by the company through 
Section 124A should not affect the annual charge for depreciation for rate- 
making purposes. 


Not infrequently, the depreciation methods allowed and recognized by a 
regulatory agency are not the same as those used by the utility for com- 
puting income taxes. We will recognize normal depreciation where a public 
utility or natural gas company has the privilege of accelerated amorti- 
zation under Section 124A of the Internal Revenue Code. We will use 
all safeguards at our command to insure that the rate-payer is protected 
from bearing any burden greater than normal depreciation after the period 
of accelerated amortization has expired. It has been contended that this 
is a difficult task and creates an unwieldly situation. Even if this were 
true, it is no reason to refuse to perform the duty. 


While it is clear to us that Congress, by the enactment of this law, did 
not intend to make gifts to the customers of the public utilities and natural 
gas companies which received certificates, it is equally clear that Con- 
gress did not intend to provide a temporary fund to these companies which 
could be diverted to the payment of dividends to their shareholders. Since 
the possession of necessity certificates is essentially a deferment of tax 
liability, the accruals for taxes in excess of those actually paid should 
logically be treated, not as free and unrestricted income, but earmarked to 
provide for the future meeting of such liability. 
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Consequently, we will take all steps necessary to insure that provision is 
made for meeting the deferred tax liability and the temporary savings 
produced by the deferral of taxes are not used, directly or indirectly, for 
the payment of dividends, but are used for the purpose intended; namely, 
to aid in the construction of the facilities described in the certificate 
which were deemed by our government to be necessary to the national 
defense. 

On April 21, 1954, the Commission issued, in Docket No. R-126, its Order 
No. 171 which was described in the caption as follows: 

Amending Uniform System of Accounts for Natural Gas Companies and 

of Annual Report Form No. 2, to provide for Accounting and Reporting 

of Federal Income Taxes Resulting from Accelerated Amortization. 
This order contained a finding that good cause existed “to reserve for future 
disposition the amending of the Uniform System of Accounts” for utilities 
subject to the Federal Power Act. 

By this order the Commission added three new accounts to the Uniform 
System of Accounts for Natural Gas Companies. The first was Account 507-A 
which was entitled “Provisions for Deferred Federal Income Taxes.” The 
second, 507-B, was entitled “Credits to Operations Arising from Federal In- 
come Taxes Deferred in Prior Years-Cr.” The third new account was No. 259 
which was entitled “Reserve for Deferred Federal Income Taxes.” The estab- 
lishment of these three new accounts in the Uniform System of Accounts ac- 
complishes the purpose of the Commission stated in Opinion No. 264, supra, 
namely, to require the natural gas company to provide for meeting deferred tax 
liability and not to use the temporary tax savings under Section 124A for the 
payment of dividends. 

On April 15, 1954 the Commission issued its Opinion No. 269 In the Matters 
of Panhandle Eastern Pipe Line Company (Panhandle), et al., Docket No. 
G-1116, et al., 13 FPC 53. This proceeding was a rate case involving tariffs 
filed by Panhandle. Panhandle had received from the proper Government 
agency, under Code Section 124A, a certificate of necessity as to more than ten 
million dollars of its recently constructed facilities. There arose in the pro- 
ceeding the issue of whether the temporary tax savings accruing to Panhandle 
by virtue of accelerated amortization should be passed on to Panhandle’s 
customers. Concerning this issue the Commission ruled as follows: 

The City of Detroit, County of Wayne and the Staff contend that only the 
amount of taxes actually paid by Panhandle should be allowed in the cost 
of service and that the temporary tax savings accruing to Panhandle 
by virtue of accelerated amortization should be passed on to Panhandle’s 
customers. Panhandle, on the other hand, contends that accelerated amor- 
tization does not create any tax savings but is merely a deferment of taxes. 
Further it contends that its normalized taxes should be allowed in its cost 
of service and that the amount of taxes not paid during the five year period 
of accelerated amortization should be set aside in a reserve for the pay- 
ment of such deferred Federal income taxes. 


Certificates for accelerated amortization are authorized by Section 124A of 
the Internal Revenue Code, as carried in Section 218 of the Revenue Act of 
1950. The policy decision to allow accelerated amortization and the result- 
ing tax savings, therefore, was a policy decision of Congress. Likewise, the 
decision to grant certificates to Panhandle was made by the Office of 
Defense Mobilization. The Commission consequently is given no discretion 
either to ignore the certificates granted to Panhandle or to deprive Pan- 
handle of the tax savings authorized by Congress. 
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In carrying out our responsibility under the Natural Gas Act in this and 
other rate cases we are duty bound to allow Panhandle and the other 
regulated companies a fair return, and no more, and this we propose to do 
in the present instance. While we have stated in Opinion No, 264, Docket 
No. R-126, issued December 4, 1953, the general principles which we believe 
should govern in order to give proper recognition to the accelerated amor- 
tization and tax savings allowed by Congress, we have given particular 
attention to this problem as applied to the Panhandle’s filing of increased 
rates. 


We do not regard Section 124A of the Internal Revenue Code as authorizing 
us to reduce the rates of Panhandle by whatever temporary tax savings it 
has secured or may secure pursuant to that section, because Congress offered 
those tax savings as an inducement for an investment in properties which 
were regarded as essential for national defense purposes. Any inducement 
to invest in those facilities would be entirely lacking if the tax savings 
were passed on directly to the customers of a company operating certified 
facilities. Therefore, we find with respect to the certified emergency facili- 
ties of $10,563,609 that Panhandle should be allowed to include in its cost 
of service the amount of its Federal income taxes computed on the basis of 


the depreciation deduction related to the service life of the facilities being 
depreciated. 


For Federal tax purposes, Panhandle is permitted to make a higher depre- 
ciation charge (called accelerated amortization) for five years, to the extent 
of the amount covered by certificates. At the end of the five-year period, 
Panhandle will have completely used up its depreciation allowance to the 
extent authorized by the certificate, and thereafter can make no depreciation 
deductions on that portion of the property for tax purposes. 


The amount of any tax saving realized by Panhandle under the certificates 
granted pursuant to Section 124A will not be the amount of the annual 
depreciation charge during the five-year period, but will be the difference 
between what taxes it would otherwise have been required to pay without 
accelerated amortization and the taxes actually paid. We have computed 
the tax payments which would have been required without the accelerated 
amortization which Panhandle is permitted, and for the purposes of the 
rate schedules under study have considered that Panhandle will be allowed 
as operating expenses such normalized taxes. This does not allow Pan- 
handle for rate purposes more than a fair return over the long period, but 
does recognize the grant by Congress of certain temporary tax savings 
under Section 124A. 


It is equally clear that Congress did not intend by Section 124A to provide 
a fund which could be diverted by Panhandle to the payments of dividends 
to its shareholders. Since the possession of a certificate of necessity is 
essentially a deferment of tax liability, the accruals for taxes in excess of 
those actually paid should logically be treated by Panhandle, not as free 
and unrestricted income, but earmarked to provide for the future meeting 
of such liability. 


As we previously pointed out in Opinion No. 264, the customers of Panhandle 
will not be called upon by reason of the accelerated amortization provision 
to do anything different than what they would be called upon to do without 
that provision. They will pay the same rates; no more, no less. They 
neither lend nor give their money to Panhandle. It is the other two parties 
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to the transaction who change their position—the United States Government 

and Panhandle. The United States Treasury will not receive, in the five-year 
period, money which it otherwise would have received, and Panhandle will 
have the money which Congress does not require it to pay to the Treasury 
during that period. Thereafter, Panhandle must start paying the money 
back to the Treasury. No contribution is made by the customers. 

The Commission's Opinion No. 269 was reviewed by the Court of Appeals for 
the District of Columbia.” The question of the validity of the Commission’s 
decision in relation to the treatment of accelerated amortization in relation to 
the income tax item in the cost of service, was squarely presented to the Court. 
It is deemed advisable to quote in full that portion of the Court’s opinion which 
sustains the Commission in its action taken in relation to accelerated 
amortization. 

We do not disturb the Commission’s solution of the problem created by 
federal income tax savings resulting from accelerated amortization. Such 
amortization is permitted under certificates of necessity, applicable to emer- 
gency facilities, issued pursuant to section 124A of the Internal Revenue 
Code, 26 U.S.C. § 124A (1952), to encourage construction in the interest of 
national defense. Panhandle has had an aggregate investment of 
$10,563,609 certified for accelerated amortization. Under section 124A Pan- 
handle is authorized to charge off this total amount to depreciation in five 
years, regardless of the estimated useful life of the properties, thus ac- 
celerating the amortization of these facilities. The Commission points out 
that the savings in federal income taxes thus effected for each of the five 
years will be * * * the difference between what taxes it (Panhandle) would 
otherwise have been required to pay without accelerated amortization and 
the taxes actually paid. 


16 Now § 168 of the Internal Revenue Code of 1954. 


Commission continues, 
* * * We have computed the tax payments which would have been required 
without the accelerated amortization which Panhandle is permitted, and 
for the purposes of the rate schedules under study have considered that 
Panhandle will be allowed as operating expenses such normalized taxes. 
This does not allow Panhandle for rate purposes more than a fair return 
over the long period, but does recognize the grant by Congress of certain 
temporary tax savings under Section 124A. 

Since, however, Congress intended by section 124A only to defer tax liability, and 
not to provide a fund which could be diverted by Panhandle to the payment of 
dividends, the Commission further states, “the accruals for taxes in excess of 
those actually paid should logically be treated by Panhandle, not as free and un- 
restricted income, but earmarked to provide for the future meeting of such lia- 
bility.” After the facilities have been fully depreciated under the accelerated 
amortization plan, income taxes will normally be greater, since no further de- 
ductions for depreciation will be possible. By setting up a special reserve for 
the tax saving of the first five years, the Commission insures that this amount 
will go to meet the increased taxes after that period, rather than being paid out 
in dividends. 

Petitioners object to the Commission’s method of “normalizing” income tax 
expense, by which all computations are made as if amortization were not accel- 
erated. They contend that in order to hold rates to a “just and reasonable” 
level, the savings effected by the accelerated amortization should partly inure to 
the benefit of consumers. They propose that this be accomplished by treating the 





% City of Detroit v. F.P.C., 230 F. 2d 810. 
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saving simply as ordinary depreciation would be treated. That is, in computing 
recoverable expenses, the income tax expense would be figured at its actual, in- 
stead of “normalized,” amount, but depreciation expense would be set at the ac- 
celerated figure. Thus the same saving would accrue to Panhandle, but under 
the name of depreciation expense rather than income tax expense. The differ- 
ence, however, would lie in this, that amounts recovered as depreciation expense 
are deducted from the rate base. Thus in essence petitioners’ plan would allow 
Panhandle its yearly saving for the five year period, but would deduct the 
amount of that saving each year from the rate base. 

This plan was rejected by the Commission, which concluded, we think cor- 
rectly, that the intent of Congress reflected in section 124A is not to benefit 
consumers but rather the taxpayer in order to encourage construction of certain 
emergency types of facilities. Were the tax savings deducted from the rate 
base, the taxpayer here would not receive the intended benefit. The valuations 
upon which it is entitled to earn a fair rate of return would be decreased by 
the amount of the savings. In placing the savings at the disposal of Panhandle 
under the limitations specified, the Congressional intent is effectuated. The funds 
go into a reserve account for the payment of the deferred taxes to accrue after 
the five year amortization period. Though thus earmarked, the funds are avail- 
able for income-producing purposes. Unless this is permitted, it is difficult to 
see how Panhandle could benefit substantially from section 124A.” This statute. 
unlike the Natural Gas Act itself, is not for consumer benefit. It has a different 
public policy and should be given effect as intended by Congress. Furthermore, 
the solution of the Commission does not result in higher rates to the consumer. 
It simply does not operate to reduce them. It aids Panhandle but neither aids 
nor harms petitioners. We think this is the result sought by Congress. 

The Court states in the opinion quoted above that “section 124A is not to benefit 
consumers but rather the taxpayer in order to encourage construction of certain 
emergency types of facilities.” It later points out that Section 124A is unlike 
the Natural Gas Act in this respect. This makes clear that the purpose of Sec- 
tion 124A was to bring benefits, through tax deferrals, to the taxpayer who 
invested his funds in facilities certified by his Government to be essential to 
the defense of his country. The opinion explains that these benefits could not 
be realized by a regulated natural gas company if they were treated so as to 
reduce the rates paid by the consumer. In the Commission’s Opinion No. 264 
it was stated that “Section 124A was said by the Senate Committee to have the 
same basic objectives as Section 124 of the Code which related to the adminis- 
tration of emergency facilities during World War IT.” Section 124 was a war 
measure, and when on September 23, 1950, Section 124A became tax law as Sec- 


% Petitioner City of Detroit and Commissioner Doty contended that Panhandle would 
benefit by being able to write off the property in a short period of time. But even if that 
be considered an advantage, the question is whether it alone would fulfill Congressional 
intent. Panhandle points out that if it had to deduct the tax saving from the rate base, 
it would probably lose in the long run. The two primary uses for the saving would be 
reinvestment, by virtue of which the money would again go into the rate base, and retire- 
ment of debt. Panhandle argues forcefully that if it used the tax saving to retire debt, 
it would save only the interest on its debt, while giving up 5.75% return on that same 
amount. Thus, Panhandle would suffer a net loss, since the interest cost of debt is 
generally less than 5.75%. On the other hand, if the tax saving were used to reinvest in 
plant, there would also probably be a net loss because there would inevitably be a lag 
between the time the money becomes available and the time it is added to the rate base. 
Thus it seems clear that if rapid writing off of investment be an advantage which would 
accrue to Panhandle under petitioners’ proposal, it might be too easily offset by disad- 
vantages for us to conclude that it was the sole benefit to investors contemplated by 
Congress. This conviction is reinforced, of course, by the fact that there is no indication 
of a Congressional intent to benefit consumers, 
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tion 216 of the Revenue Act of 1950 there was war in Korea and war of the cold 
variety, which made necessary that facilities be constructed adequate to supply 
all military needs. What was said by the Supreme Court in United States v. 
Allen-Bradley Company, 352 U.S. 306, about the purpose of Section 124 may 
well be repeated here as descriptive of the purpose of Section 124A: 

In 1940 this country embarked on the greatest program of defense prepared- 
ness in its history. Such an undertaking called for a vast expansion of the 
nation’s industrial capacity. New and improved facilities were desperately 
needed, not only for the production of guns, planes and the other obvious 
weapons of war, but also for the innumerable items that are essential to 
the prosecution of large-scale conflict. This unprecedented program of 
expansion demanded the full and immediate cooperation of everyone who 
could lend assistance. While the Government attempted to secure the 
necessary facilities by building them itself or by extending emergency con- 
struction loans to private business, it soon appeared that these methods 
would not be adequate to meet the needs of defense. Private capital was 
called on for assistance in the task. However, business exhibited a reluc- 
tance to build new war plants because of widespread fears that such 
facilities would become wholly useless when the emergency had passed. 
In response to these fears, Congress acted to lessen the financial risks in- 
volved in the private construction of emergency facilities. Among other 
things it amended the 1939 Internal Revenue Code by adding §§ 23(t) and 
124,* which allowed business to write off the cost of new facilities as a 
deduction against taxable income within a period of five years or less, 
regardless of the actual economic life of the facilities, provided they had 
been certified by the proper executive agency as “necessary in the interest 
of national defense.” This accelerated amortization privilege generally 
enabled those businesses receiving it to reduce their federal income taxes 
with the net result that a large part of the construction costs was, at least 


temporarily, borne by the Federal Government through a reduction in its tax 
receipts. 


154 Stat. 998-1003, as amended, 26 U.S.C. §§ 23 (t), 124. 


In the Panhandle case above the Court concluded that if this allowable acceler- 
ated amortization were handled merely as depreciation, with a resulting reduc- 
tion in the rate base, the taxpayer would not receive the benefit intended by the 
Congress to go to the taxpayer who invested his funds in certified emergency 
facilities. Nevertheless, the Court was careful to point out that the taxpayer 
was benefited only by a deferral of income tax payments by reason of acceler- 
ated amortization, having only the advantage of using the temporary tax savings 
for further construction or some other corporate purpose while reserving the 
same for the eventual payment of the taxes so deferred. Thus, it is plain that 
the Congress did not intend this tax benefit to be a windfall for the taxpayer 
even though he was assisting in the national defense. 

In both the opinion of the Commission and the opinion of the Court it was 
stated clearly and emphatically that by handling the temporary tax savings 
in the manner prescribed by the rules of the Commission, the interests of the 
consume: were protected at least to the extent of not causing him to pay any 
higher rates. The Court said that while this aids Panhandle, it neither aids nor 
harms the consumers, and that this was the result sought by the Congress. It 
may be concluded, therefore, that while the Congress sought by this legislation 
to encourage the investment of private capital in emergency facilities, the Con- 
gress did not lose sight of the primary aim of the Natural Gas Act to protect 
the consumer against exploitation at the hands of the natural gas companies. 
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LIBERALIZED DEPRECIATION 


It has been pointed out above that one of the issues here is the proper treat- 
ment in relation to the income tax item in the cost of service, of the allowances 
for depreciation under the liberalized methods of Section 167 which originated 
in the Internal Revenue Code of 1954. There was filed with the Commission 
on November 30, 1954 a “petition for the issuance of a declaratory order to 
remove uncertainty relating to the procedures which may be followed under the 
liberalized methods of calculating depreciation permitted by the Internal Revenue 
Code of 1954.” The petitioners were all subsidiaries of The Columbia Gas 
System, Inc., among which was United. The first named petitioner was the 
Amere Gas Utilities Company, and the proceeding initiated by said petition is 
herein referred to as the Amere case. The proceeding bears the Commission 
Docket No. G-6358. The Kentucky Cities who are interveners in the instant 
proceeding were interveners in the Amere case. 

On October 6, 1955 the Commission issued an order for a hearing in the 
Amere case to be held on November 7, 1955. Numerous interveners participated 
in the hearing and filed briefs. A decision was rendered by the Presiding 
Examiner on February 29, 1956, which by order of June 30, 1956, 15 FPC 760, 
was affirmed by the Commission. There was involved in the Amere case only 
the question of the proper treatment of the liberalized methods of depreciation, 
under Section 167 of the Code, for accounting and rate purposes, there being 
no issue there concerning percentage depletion or intangible drilling costs. 

The petition for the declaratory order filed in the Amere case contained the 
following prayers or formal requests: 


The Companies therefore respectfully request that the Commission issue 
a declaratory order which will provide that, to the extent they use the 
liberalized methods of computing depreciation permitted by Section 167 
of the Revenue Act of 1954: 


1. The Companies will, for accounting purposes, continue to book depreci- 
ation in accordance with present methods, consistently applied. 


2. The Companies will charge a Sub Account of tax expense, Account 507, 
and credit a Reserve for Deferred Taxes as a Sub Account under Account 
258, “Other Reserves”, with an amount equal to any deferral in federal] 
income taxes resulting from the use of the liberalized methods of comput- 
ing depreciation, and will reverse the procedure with an amount equal to 
any increase in federal income taxes resulting therefrom. Such deferred 
federal income taxes will not be available for additions to the surplus of 
the Companies. 


3. The Commission will, for rate purposes, relate the annual depreciation 
charge to the service life of the facility being depreciated, and the annual 
charge for depreciation will not be affected by the use of liberalized 
methods in its calculation for tax purposes. 


4. The Commission will, for rate purposes, allow as income tax expense, 


the amount of such tax expense computed by deducting regular depreci- 
ation rather than the portion of such expense currently payable. 


The decision of the Presiding Examiner in the Amere case“ discusses these 
prayers as follows: 

It will have been noted that in their petition herein Petitioners request no 

change in the manner in which depreciation is presently recorded for 


“Issued February 29, 1956, In the Matter of Amere Gas Utilities Co., Docket No. 
G-—6358. 
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accounting purposes, or in the manner in which the Commission treats 
depreciation expense and reserves for rate purposes. Consequently, it is 
proposed that Petitioners will for accounting purposes continue to book 
depreciation, consistently applied. Petitioners propose further that for 
rate making purposes the amount so recorded in their books as deprecia- 
tion expense for accounting purposes should be allowed without regard 
to whether liberalized or normal depreciation methods are used for the 
purposes of determining income taxes. 



































For rate purposes, however, Petitioners seek from this Commission a 
declaration that it will recognize as income tax expense an amount equal 
to what such expense would be if depreciation expense were computed 
for income tax purposes in accordance with the manner in which it is 
recorded on the books of the companies, namely, the straight-line method. 
Petitioners further request that to the extent that the amount allowed 
as federal income tax expense for rate purposes exceeds in any year the 
amount actually currently payabie therefor the excess be charged to a 
tax expense sub-account and credited to a reserve for deferred taxes. It 
is contemplated that when the point is reached at which, with respect to 
specific units of property, petitioners’ actual current tax liability exceeds 
the tax liability determined on a straight-line basis such excess would be 
charged to the reserve for deferred taxes. 

In discussing the result of the proposal of the Columbia Companies, the 
Ainere decision states: 

Under their proposal, Petitioners would actually pay income taxes de- 
termined on the basis of deductions for depreciation at the accelerated 
rates. While the difference between the taxes payable on a normal straight- 
line depreciation basis and that determined on the liberalized basis would 
be also charged to tax expense, this amount would not be immediately 
paid as taxes but would be credited to a reserve for deferred taxes. The 
result of such treatment would be to leave in the hands of Petitioners 
this difference between the taxes the utility will have recovered from 
the rate payers on the basis of normal straight-line depreciation and the 
amounts of taxes which it actually will have been required to pay on the 
basis of the liberalized depreciation treatment. Under the proposed pro- 
cedure, although Petitioners in the earlier years of particular units of 
property would pay smaller amounts of income taxes than normally, the 
ultimate total income tax, so far as it would relate to such particular 
units, would remain unchanged. It is not contemplated that the proposed 
procedures would have any effect upon rates to consumers. 

The issues in the Amere case were identical to those presented here, insofar 
as they relate to Section 167 of the Code. The arguments made in the Amere 
case were made in the instant case, it being stressed there that only actual 
income taxes should be allowed in the cost of service, and that the use of the 
liberalized methods of depreciation under Section 167 resulted in a tax reduc 
tion and not in a tax deferral, and that the consumer should receive the bene- 
fit of such reduction in the income tax item in the cost of service. Able 
accountants testified and able lawyers argued on both sides of these issues. 
The accounting and rate problems presented were not simple of decision. The 
legislative intent had to be determined in relation to both Code Section 167 
and the Natural Gas Act. The same is true here. 

It has been hereinbefore pointed out that the Commission has asserted its 
eonsistent policy that the allowance for income taxes in the cost of service 
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should not exceed the taxes actually paid. Concerning this consistent policy 
of the Commission, the following statement is made in the Amere decision: 
For several reasons, including provisions of the federal income tax laws 
and regulations, complete consistency between the treatment of public 
utility depreciation for tax corporate and regulatory purposes has not been 
feasible. The evidence in this proceeding shows that because of the dif- 
ference in treatment of elements of cost such as depreciation, amortiza- 
tion, interest during construction and other items for tax purposes and for 
accounting and rate case purposes there is always some difference between 
the depreciation base for tax purposes and for accounting or rate case 
purposes. There are similar differences with respect to the annual deprecia- 
tion accruals for tax purposes and for accounting or rate case purposes. 
A large number of utilities have heretofore claimed substantially more 
depreciation for income tax purposes than they have recorded in their 
accounts. However, (distinguishing for present purposes accelerated 
amortization under Section 168, hereinafter discussed) the Commission in 
every instance has allowed as income tax erpense in rate proceedings only 
the amount actually payable. (Emphasis supplied) 
Remembering that the Amere decision was affirmed in its entirety by the Com- 
mission’s Order of June 30, 1956, the above is an unqualified statement by the 
Commission that prior to its Opinion No. 269 in the Panhandle rate case, 
supra, it had not deviated from its consistent policy of allowing in the cost 
of service only actual income taxes paid. This means that the Commission, 
charged with the duty of administering the Natural Gas Act, had during the 
period from its enactment in 1938 to April 15, 1954, established this consistent 
policy and applied it as a criterion of rate regulation as a part of the conven- 
tional standards of rate making authorized by the Act. 
Concerning the power of the Congress in relation to rate making, the Amere 
decision states: 
It should be remembered, however, that rate making is a legislative func- 
tion,” and the legislative discretion implied in the rate making power 
necessarily extends to the entire legislative process embracing the method 
used in reaching the legislative determination as well as that determination 
itself.” 
The regulation of rates for gas sold in interstate commerce for resale has 
long been recognized as subject to the authority of Congress. And the 
right of Congress to delegate to the Federal Power Commission the power 
to regulate natural-gas companies, is, of course equally well established. 
While Congress has provided no formula by which a “just and reasonable” 
rate is to be determined, it undoubtedly has the right to do so. Unques- 
tionably it has the power to alter or amend such criteria, if any, which 
this Commission in the past may have applied. Thus, if it should be the 
desire of Congress to do so, it may establish a formula for rate making 
which would result in all income tax savings becoming the property of the 
owners of the business rather than the rate payer. 


10 Los Angeles Gas and Electric Corp. v. RR. Company of California, 289 U.S. 287, 
304. 


11 Federal Power Commission v. Natural Gas Pipeline Co., 315 U.S. 575. 


As affirmed by the Commission, the above quotation tells of the delegation to 
the Commission by Congress of the power to regulate the rates of natural gas 
companies. The only guidance given in the Act for such regulation is that the 
rates should always be “just and reasonable.” Exercising this power delegated 
by Congress, the Commission has indeed over the years established extensive 
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“criteria” of rate making which the Congress has the power to “alter or amend” 
by legislative action, within constitutional limitations. Following the above 
quotation, the Amere decision discusses the Congressional intent in relation to 
Section 167; and in effect the conclusion is reached in the decision that this 
section of the Code definitely alters and amends, to the extent there stated, the 
criterion of rate making established by the Commission which limits income 
taxes in the cost of service to those actually paid. If Congressional intent is to 
be the basis for the change in the Commission’s aforesaid consistent policy, such 
intent should be clearly shown. Concerning such intent the Amere decision 
recites: 

The key to the congressional intent is revealed, it is believed, in the follow- 

ing language which appears verbatim in both the House and Senate 

Committee reports: 


More liberal depreciation allowances are anticipated to have far-reaching 
economic effects. The incentives resulting from the changes are well timed 
to help maintain the present high level of investment in plant and equip- 
ment. The acceleration in the speed of the tax-free recovery of costs is of 
critical importance in the decision of management to incur risk. The faster 
tax writeoff would increase available working capital and materially aid 
growing businesses in the financing of their expansion. For all segments 
of the American economy, liberalized depreciation policies should assist 
modernization and expansion of industrial capacity, with resulting economic 
growth, increased production, and a higher standard of living. 


It is agreed that the provision is applicable to all taxpayers and does not 
distinguish between regulated and non-regulated businesses. The emphasis 
in these reports is upon the acceleration in the speed in which the tax free 
recovery of costs can be accomplished, and, simultaneously, the availability 
for investment, or other corporate purposes, of the amounts so recovered. 
But so far as this legislative history discloses, the risk was to be minimized 
and the cash was to become available from the increase, tax free, in the 
depreciation allowance. No language has been pointed to which would in- 
dicate that the additional capital was to be made available from a tax 
reduction or a tax deferral. 


Thus, it might be argued that it was the intent of Congress merely to bring 
tax depreciation allowances for income tax purposes more nearly in con- 
formity with the economic facts of depreciation, and that the other results, 
namely, the reduction of risk inherent in business investment and the 
encouragement of modernization and expansion of plant capacity were 
viewed simply as the consequences of such a correction. 

However, in the absence of the alternatives provided by the revised code 
the taxpayer would have to recover in revenues a sum large enough 
to permit, in addition to the recoupment, tax free, of the permitted amount 
of depreciation, the payment of income taxes thereon at 52%. In other 
words there would be required revenues amounting to over 208% of the 
amount to be recovered as depreciation expense. This was the barrier to 
recovery and reinvestment contemplated by the Congress and thus, there 
is inherent in the statute a postponement of the government’s right, in the 
event the taxpayer chooses to employ a liberalized method, to collect a 52% 
income tax upon the increased amount recovered. 

After discussing the intent of the Congress in the enactment of Section 167 
of the Code. the Amere decision makes a comparison of this section with Section 
16S which provides for the rapid amortization of emergency facilities, and the 
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conclusion is reached that “aside from the fact that Section 168 contemplates 
treatment of relatively isolated situations, while Section 167 would have a more 
general applicability, there is no significant difference between the two.” In the 
course of this comparison, the Amere decision had the following to say con- 
cerning the intent of Congress in the enactment of Section 167 : 
Assuming that present rates to consumers were maintained and the straight- 
line method were employed both for accounting and tax purposes, the 
recovery of investment would not be accelerated and, consequently, no addi- 
tional working capital would be available. Thus the Congressional intent 
could not be accomplished. On the other hand, the evidence here shows 
that, other things being equal, if Petitioners’ applied a liberalized method 
of depreciation for both accounting and tax purposes, Petitioners’ rates to 
its customers would have to be increased.“ But despite such increase the 
Congressional intent would not be accomplished. If depreciation for book 
and rate purposes were continued on a straight-line basis but liberalized 
depreciation were taken for tax purposes, the amounts chargeable to tax 
expense would be less and, under such circumstances, there might result 
a reduction in rates. But in that instance the Congressional purpose would 
be completely defeated. 

It seems clear that the modernization and expansion of industrial 
capacity in general with resulting economic growth, increased production, 
and an increasingly higher standard of living, contributes to the defensive 
power of the nation as much, or more, than the construction of isolated 
facilities. It is certain that Congress considered it of major and urgent 
importance. Therefore, no significant distinction can be seen between the 
Congressional objective with respect to Section 167 and the Congressional 


purpose with respect to Section 168. 


143 There would, of course, be a partial offset resulting from the lesser tax payments 
accruing from larger depreciation deductions. 


The opening paragraph of the Commission’s Order of June 30, 1956, in the 
Amere case, which affirmed the Presiding Examiner’s decision, reads as follows: 
We are in agreement with the decision of the Presiding Examiner. We can 
find no legal difference between the problem now before us and that which 
was presented to us by Section 124A (now Section 168) of the Internal 
Revenue Code, pertaining to five year amortization of defense facilities 
pursuant to a certificate issued by a defense agency of the United States. 
Therefore, what was said in our Opinion No. 264 in Docket No. R-126, and 
in our Opinion No. 269 in Panhandle Eastern Pipe Line Company, Docket 
No. G-1116, et al., and what was said by the United States Circuit Court 
of Appeals for the District of Columbia Circuit in City of Detroit vs. Federal 
Power Commission, on December 15, 1955, in which the Commission’s treat- 
ment of accelerated depreciation in the Panhandle case was fully approved, 
is completely controlling in this matter. 

At the conclusion of the Amere decision it was recommended that the sections 
of the Uniform System of Accounts for Natural Gas Companies which were 
amended by Order No. 171, be further amended so as to make them applicable 
to, and to provide for, accounting and reporting of Federal income taxes result- 
ing from using the liberalized depreciation provided by Section 167 of the Code. 
It has been hereinbefore shown that Order No. 171 made such provisions only 
as to Code Section 168. In its order of August 29, 1956 in the Amere case, 
whereby the Commission dismissed the application for rehearing upon its order 
of June 30, 1956, the following statement was made concerning said recommen- 
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dation of the Presiding Examiner for such amendment to the Uniform System 

of Accounts for Natural Gas Companies : 
On the record in this proceeding we have heretofore by our order issued 
June 30, 1956, affirming the decision of the Presiding Examiner, concluded 
that the Uniform System of Accounts prescribed for natural gas companies 
subject to the provisions of the Natural Gas Act, as amended by Order 
No. 171 relating to accelerated amortization, should be further amended 
to make similar provision for liberalized depreciation. However, the due 
and orderly effectuation of that conclusion in a manner uniformly applica- 
ble not only to Amere Gas Utilities Company, et al., but to all natural gas 
companies subject to the provisions of the Natural Gas Act will, under our 
order, await the initiation and completion of rule-making proceedings in 
which such amendment can be prescribed. We expect to initiate such 
proceedings at an early date. 

The rule making proceeding contemplated by the Commission, as shown above, 
was instituted on January 7, 1957, in Docket No. R-158, by the issuance of 
proper notice thereof. Said notice was applicable to rule making for natural 
gas companies only; and a similar notice was issued on February 8, 1957, in 
Docket No. R-159, concerning amendments to the Uniform System of Accounts 
for Public Utilities and Licensees. These two dockets were consolidated for 
the purpose of oral argument which was ordered to be held on September 17, 
1957. On May 29, 1958, separate orders were issued in these two dockets pro- 
viding for the said amendments. Order No. 203 was entered in Docket No. 
R-158, and its caption showed that it amended the Uniform System of Accounts 
for Natural Gas Companies and provided for the accounting and the reporting 
of deferred taxes on income. The amendments were made by substituting cer- 
tain amended accounts for the corresponding existing accounts, namely, ‘266. 
Accumulated Deferred Taxes on Income”, “266.1. Accumulated Deferred Taxes 
on Income—accelerated amortization”, “266.2. Accumulated Deferred Taxes on 
Income—Liberalized Depreciation”, “266.3. Accumulated Deferred Taxes on 
Income—Other”, “507—A. Provision for Deferred Taxes on Income”, and “507-B. 
Taxes on Income Deferred in Prior Years—Credit.” 

The Commission has made a definite ruling that one using the liberalized depre- 
ciation allowances of Section 167 obtains no more, through such “temporary tax 
saving,” than a deferral of taxes, all of which will be eventually paid on the 
basis of the cost of each item of property so depreciated by the liberalized 
methods. The Commission has held that Congress intended that this benefit 
to the taxpayer in consideration of his investing capital after December 31, 
1953, so as to expand his facilities for production for the good of the general 
economy, be retained by any utility regulated by it, with limitations as to its 
use, and not passed on to the consumers in the form of reduced rates resulting 
from the reduction of the income tax allowance in the cost of service to the 
amount of taxes actually paid. These rulings by the Commission have been 
hereinbefore pointed out. 

The Kentucky Cities contend that the “Presiding Examiner in this case has 
the power and the duty to issue a decision on liberalized depreciation in this 
case contrary to the Commission’s preliminary policy announcement in the 
Amere Case, should he feel that a contrary treatment is the proper and legal 
procedure.” This contention is based on the premise that “no rate case decision” 
has been issued by the Commission ‘which follows United’s proposed treatment 
of the difference between tax depreciation and straight-line depreciation,” and 
that the Commission has merely expressed “its initial views in that regard in the 
Amere Case,” and specifically stated in its order there of August 29, 1956 that 
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“it would effectuate its policies as to liberalized depreciation in future rate 
ease and in rule making proceedings concerning amendment to the Uniform 
System of Accounts.” The Presiding Examiner disagrees with this contention 
of the Kentucky Cities. The Commission has quite definitely held that it was 
the intent of Congress that it treat liberalized depreciation under Code Section 
167 in the manner urged here by United; and if the Commission rejects United’s 
said positions, it would first have to reverse its former interpretation and 
construction of the legislative intent in relation to the enactment of Code 
Section 167. Until such reversal the Presiding Examiner is bound by the 
Commission’s Amere decision. The Amere decision is entirely controlling here, 
insofar as is concerned the treatment of liberalized depreciation for rate purposes. 


PERCENTAGE DEPLETION 


Since the effective date of the Revenue Act of 1926, the Federal income tax laws 
have granted a depletion allowance of 2714 percent of the gross income from oil 
and gas wells, not to exceed 50 percent of the taxpayer’s taxable income from 
the property, computed without allowance for depletion. These statutory 
provisions have been reenacted by the Congress in each Revenue Act since 1926 
without substantial change. The Natural Gas Act was approved June 21, 1938, 
containing a provision that rates for the transportation or sale of natural gas 
in interstate commerce must be “just and reasonable” to be lawful. The Federal 
Power Act under which are regulated rates for the sale of electric power in 
interstate commerce, was in effect prior to the Natural Gas Act and it, too, pro- 
vided that only “just and reasonable” rates would be lawful. The Commission 
has been charged with the duty of administering both of these regulatory laws 
since their respective effective dates; and in determining in rate cases what 
allowances should be made in the cost of service in order to arrive at “just and 
reasonable” rates, under either Act, the Commission has “consistently held that 
the allowance for taxes should not exceed the taxes paid.”“ This consistent 
holding over the years constitutes an interpretation by the Commission of the 
Revenue Act of 1926, and succeeding Revenue Acts, that there was nothing there- 
in or in the legislative history thereof to indicate that any Congressional intent 
or policy would be thwarted by giving the consumers the benefit of the per- 
centage depletion allowance in the computation of the Federal income tax in the 
cost of service in rate cases under the Natural Gas Act. 

In its brief United states its position succinctly in regard to the treatment of 
percentage depletion in the calculation of Federal income tax for its cost of 
service, as follows: 

In connection with the exploration and development of gas reserves, a pro- 
ducer incurs costs which he is allowed to deduct for tax purposes such as 
deducting the intangible cost of drilling wells, the depreciation expense asso- 
ciated with the tangible cost of wells, dry hole cost and all other expenses 
associated with the exploration, development and production of gas. These 
deductions are based on costs incurred and as indicated under Points I and II 
above United Fuel recognizes that insofar as the consumer is charged with 
these costs, the benefit of the tax deductions arising therefrom should be 
given to the customer. There was only $96,720 of cost associated with the 
depletion allowance during the test year and United Fuel proposes to give 
the customers the full benefit of such cost as a tax deduction. The balance 
of the depletion allowance is based on the “fair market value” of the 
natural resource; it is not based upon nor related to any cost borne by the 
consumer. 


“ Opinion No. 297, supra. 
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Clearly, the tax benefit of the depletion allowance is a property right. 
While the percentage is different for producers of different natural re 
sources, it is a property right that is conferred by Congress upon the pro- 
ducers of oil and gas; quarriers of stone and marble; lumbermen, and 
miners of ore. Essentially, the Kentucky Cities contend that the Com- 
mission should single out natural-gas producers, override the legislation 
conferring this tax benefit upon them and confiscate this valuable property 
right by giving it to the consumer. United Fuel submits that such con- 
fiscation would violate its constitutional rights. 

The Natural Gas Act was intended to protect consumers from exploitation 
by natural-gas companies; it was not intended to override all other legis- 
lation. It does not empower the Commission to confiscate property rights 
of natural gas companies. 

















*°Cf. Opinion Nos. 264 and 269. 





There is no intention here to construe the Natural Gas Act so as “to override 
all other legislation.” Neither is there any intention here to “override” the 
Act by a construction of “other legislation” not clearly to be derived from its 
provisions or from its legislative history. Neither the Revenue Act of 1926 nor 
any subsequent Revenue Act contains any specific provisions relating to the 
regulation of rates of natural gas companies subject to the jurisdiction of the 
Commission, or of any other Federally regulated utility, it being entirely silent 
on this subject. Therefore, to sustain the position of United there must be 
found some legislative history of the enactment of the depletion allowance pro- 
visions of the Federal income tax laws, which makes clear a Congressional 
intent or policy which would be overridden or thwarted by not sustaining 
United’s position. Absent such clear intent or policy of the Congress, United’s 
position stated above must be found to be untenable. 

In the quotation above from United’s brief there appears the assertion that 
the Natural Gas Act “does not empower the Commission to confiscate property 
rights of natural gas companies.” It must not be forgotten at any time in the 
consideration of the issues here, that this is a rate case under the Act, in 
which the Commission’s first duty is to carry out the primary aim of the Act 
by preventing the exploitation of the consumers by allowing to United a rate 
which is above the ceiling of the zone of reasonableness in which just and 
reasonable rates are to be found. So long as the rate allowed for jurisdictional 
sales is above the brink of confiscation in the constitutional sense, there is no 
confiscation of United’s property rights. There is no question that United is 
entitled to a fair rate of return on its investment, determined under the criteria 
for arriving at just and reasonable rates, and that this return must be net 
above cost, including an allowance of actual income taxes paid. If United is 
granted such a rate by the Commission, there will be no confiscation of “‘prop- 
erty rights.” United has no “property right” to collect in the cost of service 
its Federal income tax in an amount which is more than it actually pays. 
The income tax law provides merely for the deduction of this percentage 
depletion from gross income for tax purposes, and the Commission’s limitatiion 
in the cost of service to actual income taxes paid in no way affects United’s 
right to this deduction for tax purposes. In the treatment of this deduction 
for rate purposes there is the simple issue of whether the Commission’s rate- 
making criterion allowing only actual income taxes, should be deviated from 
to avoid obstructing the will of the Congress, as in the matters decided in 
relation to Sections 167 and 168 of the Code. 

For many years the Commission has allowed in rate cases to pipeline com- 
panies having their own production, only actual out-of-pocket costs for the 
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development of their productive oil and gas properties. It has required over 
the years that these actual costs be capitalized and depleted upon a unit of pro- 
duction basis calculated on an estimate of the gas in place, or in the case of 
tangible property, depreciated on the basis of its estimated life or on a unit of 
production basis. The Commission has never allowed any recovery of the value 
of oil and gas producing wells beyond the actual amounts expended therefor by 
pipeline companies. This criterion of rate making has been sustained by the 
courts, which did not find that pipeline property was being confiscated because 
the company was not allowed to recover by depreciation or depletion any more 
than it had actually expended to bring the gas to the surface of the earth.* The 
Congress, acting within its constitutional powers, has seen fit to do for tax pur- 
poses what the Commission has lawfully not done for rate-making purposes. 
This tax law gives to the taxpayer an allowance which is frequently well above 
the amount of the costs of finding and producing the oil or gas, as he may con- 
tinue to use the percentage depletion allowance so long as the property continues 
to produce. It may not be inferred merely by the enactment for tax purposes 
of the statutory provisions for the percentage depletion deduction, that the Con- 
gress intended that the amount of the reduction in income tax resulting from 
the use of such allowance, be granted to natural gas companies in rate cases 
under the Natural Gas Act, either in the cost of service or as something over 
and above a fair rate of return. 

This percentage depletion deduction is comparable to any other deduction from 
gross income allowed by law, other than by Sections 167 and 168 of the Code, 
insofar as it may affect the amount of Federal income tax to be allowed to a 
natural gas company in its cost of service in a rate case under the Act. Any 
such deduction reduces taxable income and the consumer is entitled for rate 
purposes to the benefit in lower rates through thus reducing the Federal income 
tax. The use of the percentage depletion by the taxpayer very definitely effects 
a tax saving and not a tax deferral. The taxpayer very frequently recovers for 
tax purposes amounts well above cost lawfully not recognized by the Commission 
as being recoverable by depreciation or depletion for rate purposes. The Com- 
mission has been sustained by the courts in limiting the rate base to actual costs 
and denying reproduction costs therein; and reproduction costs may well be 
compared with the so-called discovery value of oil and gas wells.“ If the Con- 
gress sees fit to grant for tax purposes a recovery through percentage depletion 
of a value not recognized by the Commission as being so recoverable for rate 
purposes, this alone should not be considered a valid reason for not reducing 
the income tax in the cost of service by whatever amount is brought about 
through such recovery for tax purposes. So far as the contents of the briefs 
here are concerned, and so far as independent research has developed, nothing 
is shown to indicate that the Congress intended in any way to affect, by the 
allowance of the deduction of percentage depletion, any criterion whatever estab- 
lished for rate purposes by any government regulatory body. 

There appears hereinbefore a discussion of the Commission's Opinion No. 269 
and the court decision which sustained its treatment of the provisions of Section 
168 of the Code (then Section 124A) in computing Federal income tax in the 
cost of service. This same court decision reversed the holding of the Commis- 
sion which allowed the pipeline company the “fair field price” for gas it had 
produced. ‘The court held that the “fair field price” of gas was “not an item of 
cost” to be recouped from consumers. The same may be said of any part of 
the income tax item in the cost of service which exceeds the actual amount paid, 





«2 F.P.C. v. Natural Gas Pipeline Co., 315 U.S. 575, 593. 
4 F.P.C. vy. Natural Gas Pipeline Co., 315 U.S. 575, 598. 





















































































































































































178 FEDERAL POWER COMMISSION 


and particularly when it is a tax saving and not a tax deferral, as hereinafter 

discussed. Concerning its holding that a fair field price was not an item of cost, 

said court decision stated : 
The fair field price, which as we have seen results in higher rates than 
would have resulted from the traditional rate-base method, is not an item 
of cost. Its inclusion as an amount to be recouped from consumers as 
though it were a cost incurred by Panhandle must find some other justitica- 
tion within the periphery of the “just and reasonable” standards. It is not 
an ingredient of any of the usual needs of a regulated utility, that is, to 
obtain revenues for operating expenses, for preservation of its financial 
intergrity, for capital costs, for servicing of debt and payment of dividends, 
or for delayed rentals or costs of exploration and development. See Fed- 
eral Power Commission v. Hope Natural Gas Co., 320 U.S. at 605, 615. 
The Commission, however, advances other factors of an economic character 
as justification. We may not deny these a place in the total structure under- 
lying rates, if, in a balancing of investor and consumer interests, they are 
brought by evidence and findings into rational relationship to what is “just 
and reasonable.” See Federal Power Commission v. Hope Natural Gas Co., 
320 U.S. at 603, 615. And in considering whether the two interests are 
properly balanced we must keep in mind the basic purpose of the statute 
to protect consumers from excessive rates, though at the same time the 
statute affords the support of public authority to the regulated utility. 


United makes no claim that the excess of income tax above that it actually 
pays, which would result from its proposed treatment of percentage depletion 
for rate purposes, is a cost to be recouped from the consumer. On the contrary, 
United contends that because its customers bear no cost in relation to the “fair 
market value” of its gas reserves, as distinguished from the actual cost of ex- 
ploration and development, they are not entitled to have the benefit of the per- 
centage depletion used to reduce its Federal income tax actually paid. Atten- 
tion should be called to the fact that United has had no cost itself in relation 
to the “fair market value” of its gas reserves above its actual costs which it 
recoups from its customers by depreciation or depletion on a unit of production 
basis. United asserts in its brief that “percentage depletion is a statutory 
allowance to the producers based on ‘fair market value’ and the Company will 
be deprived of its property without due process of law if it is required to pass 
on the benefit of such allowance.” It might be just as logical for United to 
contend that it is deprived of due process of law by reason of the fact that it 
is not allowed to collect in its cost of service this “value” of its gas reserves 
which is in excess of the actual cost of them; and it has been shown above that 
the Commission has been sustained in not permitting the recovery of more than 
the actual cost of any asset. It may be added here also that the Commission 
was reversed by the court for allowing the fair field price of gas produced rather 
than following the tradional methods of rate making. 

The theory of allowing the natural gas company to recover in its cost of 
service the income taxes actually paid by it, is that this allowance makes net 
to the investors its fair rate of return based upon its rate base. It has been 
clearly held by the courts that it is entitled to this net fair return and nothing 
more.“ If a fictitious tax is allowed above the amount of actual taxes paid, it 
could be regarded as nothing else than a donation by the consumer to United 
over and above this fair rate of return. This is especially true in view of the 


“ F.P.C. v. Hope Natural Gas Co., 320 U.S. 591. 
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fact that the reduction in actual tax obtained by using percentage depletion is 
a tax saving, and in no conceivable sense a tax deferral, as will be hereinafter 
shown. 

Owners of producing mines or oil or gas wells are sometimes referred to as 
operators of extractive industries wherein, unlike a manufacturing industry, 
their profits are derived from sales of portions of their capital assets in the 
course of their businesses, each sale resulting in a corresponding depletion of 
the remaining capital assets. In the first Federal income tax laws, beginning 
in 1913, all depletion deductions, like depreciation deductions, were limited in 
the aggregate to the actual cost of the property to be depleted, or to its fair 
value on March 1, 1913. Inasmuch as the value of property may become greatly 
disproportionate to the cost thereof upon the discovery of the presence of natural 
resources thereunder, it was obviously unfair, for tax purposes in such cases, 
to limit the aggregate of depletion deductions to the cost of such capital assets 
being depleted in the course of business. In 1918 Congress corrected this situa- 
tion by providing in the Revenue Act of that year for the depletion of oil and 
gas wells by the discoverer thereof on the basis of the fair market value of 
the property at the time of the discovery of the oil or gas, or within thirty days 
threafter. It should be emphasized that only the taxpayer who made such 
discovery could legally take a depletion deduction for such discovery value over 
and above costs.“ The Revenue Act of 1921 limited this depletion deduction to 
the amount of the net profit from the oil or gas property, computed without 
allowance for depletion; and in 1924 the Congress further limited the depletion 
deduction to 50 percent of such net income so computed. The administering of 
this depletion allowance based on discovery value produced many complexities 
and difficulties; and in 1926 the Congress fixed an arbitrary percentage of the 
gross income from the oil or gas property as the depletion to be taken annually 
so long as the property was in production. As in the 1924 Act, the Act of 1926 
limited such deduction each year to 50 percent of the net income from the 
property computed without allowance for depletion. 

The obvious primary purpose of the legislation providing for the arbitrary 
percentage depletion deduction of oil and gas wells, was to remove the difficulties 
and complexities of administering the law granting the right to deplete oil and 
gas wells on the basis of discovery value. To understand and appreciate how 
great were these difficulties and complexities, one should read the opinion of the 
Supreme Court in Murphy Oil Co. v. Burnet, 287 U.S. 299, wherein a decision is 
made based upon the income tax law applicable to the depletion of oil and gas 
wells prior to the Act of 1926 which provided for the arbitrary percentage 
depletion allowance of 27% percent. In reaching its decision it was necessary 
that the court discuss the complexities resulting from said former law. In 
another case“ the Supreme Court stated that the “depletion allowance based 
on discovery value was found difficult of administration, since it required 
separate valuation of each well, and was abandoned in the Revenue Act of 1926,” 
in which was “substituted a flat allowance of 2714 per cent. of gross income.” 
In this other case the Supreme Court at that point in its opinion cited “Senate 
Report No. 52, 69th Cong., Ist Sess., p. 17.”". This report shows that the Senate 
recommended the legislation granting the 27% percent depletion allowance “in 
the interest of simplicity and certainty in administration.” The pertinent part 
of this Senate Report is set forth in Appendix D to United’s brief. 


#40 Stat. 1067. 
4 Helvering v. Twin Bell Syndicate, 293 U.S. 312, 318. 
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This Appendix D of United’s brief is devoted to the legislative history of 
the percentage depletion law for oil and gas wells. The last page of this ap 
pendix is as follows: 


The Conference Committee changed the 30 percent to 27% percent and 
agreed to the Senate Amendment. (House Report No. 356 on H.R. 1, 69th 
Congress, 1st Sess., the Conference Report). The Statement of the Man- 
agers on the part of the House which accompanied the Conference Report, 
stated at page 31: 

The administration of the discovery provision of existing law in the case 
of oil and gas wells has been very difficult because of the discovery valuation 
that had to be made in the case of each discovered well. In the interest of 
simplicity and certainty in administration the Senate amendment provides 
that in the case of oil and gas wells the allowance for depletion shall be 30 
per cent of the gross income from the property during the taxable year. 
The provision of existing law limiting this amount to an amount not in 
excess of 50 per cent of the net income of the tax payer from the property 
is retained. 

The House recedes with an amendment providing that the depletion de 
duction based upon gross income in the case of an oil and gas well shall be 
2714 per cent of that income instead of 30 per cent, * * *. 

The bill passed the House and Senate and was approved in this form. 
(44 Stat. 9, 14) 

There has been no substantive change in the percentage depletion allowance 
applicable to oil and gas wells since that time’ 


® Discovery depletion was continued for mines other than oil and gas wells until 
1954, at which time percentage depletion in various amounts was substituted for 
solid minerals. 68A Stat. 208, 26 U.S.C.A. 613 (1954). 


There appears hereinbefore considerable discussion of the Commission’s hold- 
ings in regard to the treatment of accelerated amortization and liberalized 
depreciation in relation to rate matters. The situations existing there are 
entirely different from the facts relating to the percentage depletion allowance. 
When a certificate of necessity was issued by an agency of the Federal Govern- 
ment, authorizing the amortization in 60 months of all or part of the cost of a 
facility used in the interest of national defense, the amount authorized to be 
so amortized was known and stated in dollars, and it was a part of all of the 
cost of the facility to the taxpayer. When a taxpayer avails himself of one of 
the methods of liberalized depreciation authorized by Section 167 of the Code, 
the cost is known of the property to be depreciated, which has been constructed 
or acquired after December 31, 1953. The taxpayer in both of the above in- 
stances recovers by allowable deductions such known amounts of investment. 
In using the percentage depletion deduction of oil or gas wells, there may be 
recovered a very considerable amount more than the actual investment, perhaps 
several times such amount in some instances, percentage depletion being per- 
mitted so long as the oil or gas property continues to produce. In the former 
cases where recovery by depreciation is limited for tax purposes to known costs, 
and a more rapid depreciation for tax purposes occurs in the early life of the 
property than would be depreciated normally on the basis of the estimated total 
life of the property, there results in the end only a deferral of income taxes, as 
explained in the holdings of the Commission hereinbefore discussed. As pointed 
out herein, able lawyers and accountants held views contrary to the expressed 
views of the Commission, they contending that in the case of the constantly 
expanding company, the use of the liberalized methods of depreciation would 
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result in tax saving rather than tax deferral. However, United does not contend 
here that any tax deferral results from the use of the percentage depletion 
allowance, and it is of course a distinct tax saving. 

As reasoned in the Commission decisions, a deferral of taxes does not free the 
natural gas company from the tax liability which would result by using straight- 
line depreciation, the more rapid depreciation or amortization bring about only 
a temporary retention of funds otherwise due as income taxes, which in the end 
must be paid to the tax collector. The Commission said in its Opinion No. 264 
that it would “use all safe guards at our command to insure that the ratepayer 
is protected from bearing any burden greater than normal depreciation after 
the period of accelerated amortization has expired.” Although the Commission 
permitted in its Opinion No. 269 the computation of Federal income tax for rate 
purposes by using straight-line depreciation, while the company used the au- 
thorized accelerated amortization for tax purposes, it required the company to 
hold these temporary tax savings in a reserve account from which to pay the 
taxes so deferred, and they were prohibited to be used for corporate dividends 
or to increase the corporate surplus account. 

The definite tax saving, resulting from using the percentage depletion allow- 
ance, may be used by a natural gas company for any corporate purpose, in- 
cluding the payment of dividends or the increasing of its surplus account. 
Therefore, not to give the consumers the benefit of this tax saving in computing 
the income tax for rate purposes, would give United a definite windfall. With 
regard to its treatment of accelerated amortization for rate purposes, the Com- 
mission said that it did not effect a change in the position of the consumers and 
that in relation to it they would “pay the same rates, no more, no less.” It 
cannot be said here that the granting of such windfall to United would not bring 
about a rate increase, as percentage depletion effects clearly a tax saving for 
which there is no future accountability by the company to the tax collector. A 
failure to pass this tax saving on to the consumers would very definitely cor- 
respondingly increase the consumers’ rates. Attention should be called at this 
point to the fact that the use of the percentage depletion allowance year after 
year will permit the recovery in many cases of considerably more than the cost 
of the property, to which recovery from the consumers is limited by rate-making 
criteria established by the Commission. 

Although the Commission has permitted the use of straight-line depreciation 
for rate purposes while the natural gas company was obtaining a tax deferral 
through the use of accelerated amortization for tax purposes, this deviation 
did not constitute a violation of the spirit of the Commission’s policy of allowing 
only actual taxes in the cost of service. In its holdings in relation to both 
accelerated amortization and liberalized depreciation, the Commission has been 
careful to point out that in the long run there was no change in the consumers’ 
position, because the funds temporarily retained by the taxpaying natural gas 
company would be paid to the tax collector in subsequent years at no additional 
cost to the consumers; and thus, over the years, it becomes a fact that the con- 
sumers will be charged no more in the cost of service than the actual income 
taxes paid over the long period. However, the consumers will definitely pay 
higher rates if United is permitted to take the percentage depletion allowance 
for tax purposes and not reflect it in the computation of its income tax for its 
cost of service, as there definitely would be in such case no deferral whatever of 
tax liability. The difference between the actual taxes and the fictitious taxes 
proposed by United will not be a cost which United is entitled to recoup from 
the ratepayer. The theory of granting the allowances in the cost of service is 
that all expenses of rendering the service to the ratepayer, including taxes, are 
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to be recouped so as to make net the return on the rate base; and nothing ex- 
cept actual out-of-pocket expenditures should be permitted to be recouped 
therein. 

It is here reiterated that there is simply nothing shown in the legislative 
history of the law permitting the deduction of the percentage depletion, that 
there was any intent on the part of Cungress that the deduction was to be 
treated any differently than an ordinary business expense in computing the in- 
come tax item in the cost of service of a natural gas company or any other 
Federally regulated utility. Nor has anything been disclosed for consideration 
here which shows any broad plan or policy of the Congress in relation to na- 
tional defense or to the promotion of the general economy of the Nation, which 
would be in any way interfered with by disallowing United’s proposed treatment 
of the percentage depletion allowance for rate purposes. It is here reiterated 
that the taxpayer does not have to be the discoverer of the oil or gas to be en- 
titled to the percentage depletion deduction. Any taxpayer, including a natural 
gas company, who has an economic interest in a producing oil or gas well may 
take such deduction; and it may not be claimed that it was enacted to en- 
courage exploration for oil and gas. United does not so claim. 


INTANGIBLE DRILLING COSTS 


e 


Section 263 of the Code of 1954 is entitled “Capital expenditures.” Subsection 
(a) thereof is entitled “General rule.” Under (a) (1) it is prohibited, with cer- 
tain exceptions here inapplicable, to take as a deduction, in computing taxable 
income, “any amount paid out for new buildings or for permanent improvements 
or betterments made to increase the value of any property or estate.” A sub- 
stantially similar provision was in the first income tax laws of 1913, and it is 
assumed that each successive Revenue Act since has so provided. Beginning 


with the first income tax laws, each taxpayer has been permitted to deduct from 
gross income all ordinary and necessary expenses of operating and maintaining 
his business.” The question arose in these early days of income taxes of whether 
what are now called intangible drilling costs of oil and gas wells were amounts 


’ 


expended “for permanent improvements or betterments” prohibited to be de- 
ducted as expense in computing taxable income, or were among the ordinary and 
necessary expenses of business. 

The provisions of the early income tax laws were indeed ambiguous insofar as 
the answer to said question was concerned. In 1916 the Treasury Department at- 
tempted by regulation to remove this uncertainty of these statutory provisions, 
and gave by such regulation to the taxpayer the option either to deduct the in- 
tangible drilling costs of productive wells as development expense or to charge 
them to capital account returnable through depletion. An election under this 
option controlled the taxpayer’s returns for all subsequent years. The validity 
of this regulation was attacked in the courts; and a proper interpretation of the 
regulation was also sought from the courts upon where the dividing line came 
between the classifications of intangible property and tangible property there- 
under. In the case of Ramsey v. Commissioner, 66 F. 2d 316, the Tenth Circuit 
Court of Appeals held this regulation to be valid and found that the costs of 
particular items of property there involved were among those properly to be ex- 
pensed at the option of the taxpayer. It is pointed out in this opinion that in- 
tangible drilling costs of oil or gas wells may well be determined to be “ordinary 
expenses incurred in carrying on a trade or business,” as distinguished from 
expenditures for “permanent improvements or betterments,” prohibited as de- 
ductions in computing taxable income. It is deemed to be important to the 


“38 Stat. 172. 








decision here that the reasoning of the court upon this question be set forth 
herein. 
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It follows: 





The first question for determination is, Does the quoted regulation purport 
to cover those expenses, which it has been noted, do not include the cost of 
the derrick, casing, boilers, or other recoverable equipment? Of this we have 
no doubt. While the regulation uses the word “incidental” it is followed by 
the explanatory words “wages, fuel, repairs, hauling, etc., in connection 
with the exploration of the property, drilling of wells, building of pipe lines, 
and development of the property”; this language includes the very items 
here sought to be capitalized, and doubtless are intended to cover all drilling 
costs except derricks, casing, boilers and other equipment with salvage value. 
Tr. Dec. 4333, promulgated to restate the administrative practice of long 
standing without changing administrative policy, specifically provides that 
costs incurred by contracts for drilling on a footage basis are within the 
regulation. The sentence, “An election once made under the provisions of 
this article will control the taxpayer’s returns for all subsequent years,” is 
unambiguous; it is conceded that petitioner once elected to treat these 
costs as operating expenses. It would require a distortion of unequivocal 
language to hold that the regulation does not cover this case. The ques- 
tion is squarely presented therefore whether the regulation may permit the 
irrecoverable costs of drilling oil wells to be classed as an expense of opera- 
tion rather than as a “permanent improvement or betterment.” 


Whether an oil well is a permanent improvement is at least a debatable 
question. The incidental costs here involve are irretrievably gone when the 
well is finished, whether it be a dry hole or a producer. A dry hole is neither 
an improvement nor a betterment; neither is a producer after the oil is ex- 
hausted. The truth is that the hole upon which the money is expended is 
simply a means of reaching the oil sands, and it is the oil which increases 
the value of the property; the hole is of value only if oil is found, and then 
only as long as the sands will produce. A producing field is of more value 
than a nonproducing one, partly because the expenses of reaching the sands 
have been incurred, but largely because the presence of oil has been proven. 
While Dictionary definitions are helpful, they do not exclude an examination 
of the context to ascertain the purpose of the statute, nor forbid an inquiry 
into administrative interpretation as an aid in construction of doubtful 
words or passages. A priori, therefore, we are of the opinion that the holes 
through which the oil is recovered are not so conclusively “permanent im- 
provements or betterments” as to preclude a regulation permitting the deduc- 
tion of irrecoverable expenses of drilling them as ordinary expenses incurred 
in carrying on a trade or business, allowed by section 214 (a) of the acts in 
question. Revenue Act 1921, §214 (a); Revenue Acts 1924 and 1926, 
§ 214 (a), 26 USCA § 955 (a). 


This conclusion is strongly fortified by the fact that this regulation has 
been in existence for many years; Congress has repeatedly amended the 
revenue laws while this regulation was in full force and effect, and no 
effort has been made to do away with it. This is almost conclusive proof 
that Congress was satisfied with the construction put upon its language in 
the earlier acts; by repeated reenactments, Congress has ratified and 
approved this interpretation. For many years the oil industry has availed 
itself of this regulation; the Commission has acted under it; the Board 
of Tax Appeals and the Courts have recognized its existence and validity. 
Under such circumstances, its invalidity must be clear before courts would 
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be justified in holding that taxes have been illegally assessed and collected 
throughout the years, particularly when the regulation accomplishes a 
result that is essentially fair to both the taxpayer and the government. 


That a regulation may resolve a doubt as to the proper classification of 
drilling costs, and that the administrative construction embodied in the 
regulation must be deemed to have received legislative approval by reenact- 
ment of the statute, see United States v. Dakota-Montana Oil Company, 288 
U.S. 459, 53 S. Ct. 485, 77 L. Ed. 893; Murphy Oil Co. v. Burnet, 287 U.S. 
299, 53 S. Ct. 161, 77 L. Ed. 318. And cf. Massachusetts Mut. Life Ins. Co. 
v. United States, 288 U.S. 269, 53 S. Ct. 337, 77 L. Ed. 739. 


In Brewster v. Gage, 280 U.S. 327, 336, 50 S. Ct. 115, 117, 74 L. Ed. 457, the 
Court said: “These regulations were prepared by the Department charged 
with the duty of enforcing the acts. The rule so established is reasonable 
and does no violence to the letter or spirit of the provisions construed. A 
reversal of that construction would be likely to produce inconvenience and 
result in inequality. It is the settled rule that the practical interpretation 
of an ambiguous or doubtful statute that has been acted upon by Officials 
charged with its administration will not be disturbed except for weighty 
reasons. Logan v. Davis, 233 U.S. 618, 627, 34 S. Ct. 685, 58 L. Ed. 1121; 
Maryland Casualty Co. v. United States, 251 U.S. 342, 349, 40 S. Ct. 155, 
64 L. Ed. 297; Swendig v. Washington Water Power Co., 265 U.S. 322, 331, 
44 S. Ct. 496, 68 L. Ed. 1036.” 


It is made clear by the opinion quoted immediately above that the purpose of 
the promulgation of the Treasury regulation was to remove uncertainty in 
the interpretation of the existing income tax laws so as to permit intangible 
drilling costs to be classified for tax purposes as ordinary and necessary busi- 
ness expenses, as distinguished from expenditures for “permanent improve- 
ments or betterments” which were required by law to be capitalized and depre- 
ciated rather than expensed for tax purposes. As pointed out by the court 
this interpretation by regulation of these pertinent tax laws was concurred in 
by the Congress by its repeated reenactment of them without in any way 
modifying this Treasury regulation which was interpretative of them. The 
opinion in the Ramsey case was rendered July 26, 1933, and the several reenact- 
ments of these statutory provisions, spoken of therein, were prior to such time. 
All of the subsequent legislative history of the reenactment of these pertinent 
laws, as disclosed by anything in this record, indicates only that the Congress 
concurs in the interpretation of them by said Treasury regulation which has 
existed without substantial change since 1916. 

It may be seen that the controversy over the validity of the Treasury regu- 
iation granting the option to expense intangible drilling costs, was whether 
it was in violation of the statutory prohibition against deducting as business 
expenses those expenditures made for “permanent improvements or better- 
ments.” The Ramsey case quoted above held specifically that the well through 
which oil or gas is produced is not so conclusively a permanent improvement 
or betterment as to preclude a Treasury regulation classifying intangible drilling 
costs as ordinary Or necessary business expenses. However, it would appear 
from distinctions made by the courts that there could only be lawfully 
included in such business expenses those expenditures which, upon the exhaus- 
tion of the gas in place, would be entirely irrecoverable. The expenditures 
for the drilling and production of a well which were for machinery, equip- 
ment and such tangible property, capable of being salvaged, must, for tax pur- 
poses be capitalized and depreciated. In holding the irrecoverable costs of 
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drilling to be deductible as business expenses, the Ramsey opinion states: “The 
truth is that the hole upon which the money is expended is simply a means 
of reaching the oil sands, and it is the oil which increases the value of the 
property; the hole is of value only as oil is found, and then only as long as 
the sand will produce.” The Treasury regulation is thus reasoned to consti- 
tute a lawful classification of irrecoverable intangible drilling costs as ordinary 
and necessary expenses in the operation of an oil or gas business. 

Some years later another attack was made upon the validity of this Treas- 
ury regulation. The Fifth Circuit Court of Appeals, on March 6, 1945, held 
the regulation to be invalid in the case of F. H. EH. Oil Co. v. Commissioner, 147 
F. 2d 1002, and stated that the “only case in an Appellate Court broadly uphold- 
ing the option to which we have been cited is Ramsey v. Commissioner,” which 
opinion is quoted from above. The Fifth Circuit opinion disagreed with the 
Ramsey case, holding that a producing well must be classified under the law 
as a permanent improvement and that the cost thereof was prohibited by the 
Revenue Act from being deducted as a business expense. Its reasoning follows: 


It seems to us clear that a producing well is a permanent improvement. 
It costs more in many cases than the land in which it is constructed, and 
multiplies many times the value of the oil it reaches. It is permanent, 
because not intended to be removed, and indeed incapable of removal as a 
whole. It is not temporary, though its useful life is limited. Many build- 
ings put up for special purposes have a useful life less than their physical 
life. That fact only increases the proper rate of annual depreciation or 
depletion. We are not impressed by this argument. The other argument 
was that the regulation had long existed and the revenue statutes had 
been reenacted with their relevant parts substantially unchanged. This 
argument is of course good where a regulation resolves statutory ambigu- 
ities or uncertainties, but is of no force at all when a regulation is con- 
trary to the terms of the statute. It is not the business of Congress to 
review and revise regulations. The Congress in every Revenue Act has 
defined expenses and stated plainly what could not be treated as expense; 
and has provided for oil and gas wells modes of depletion for returning 
the capital invested in them. If these provisions contravene prior regula- 
tions, instead of approving the regulations they annul them. The Ramsey 
case indeed dealt with a regulation prior to 1926, and before the Congress 
first enacted the flat percentage depletion for oil and gas wells, which is 
incompatible with expensing drilling costs, because the whole cost of the 
well is supposed to be covered in the percentage depletion, as settled by 
the Dakota-Montana Oil Co. case, supra. 


In the special circumstances here the Tax Court has unanimously held as 
a matter of fact that the wells were drilled under such circumstances as 
that the drillers were making capital investments. The evidence and the 
law supports that finding. The statute overrides the Regulations and for- 
bids deducting any of the drilling costs as expenses, providing instead that 
they be absorbed by depletion. Whether the cost of any unproductive well, 
after abandoning it and salvaging what is salvable, can be treated as a 
realized loss is not here in question. 


This Fifth Circuit decision was quite disturbing to the oil and gas industry 
which had been expensing intangible drilling costs for tax purposes for many 
years. A motion for a rehearing in this case having been made, the filing of 
many additional briefs was permitted ; and in its second opinion the court “laid 
to one side” the question of whether the well was a permanent improvement 
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within the meaning of the statutory language, and limited its opinion to the 


FEDERAL POWER COMMISSION 


tion of whether certain particular expenditures in relation to well drilling 


might be lawfully expensed. Its decision on rehearing, rendered May 4, 1945, and 
reported in 149 F. 2d 238, is as follows: 


A vigorous motion for rehearing, supported by an exhaustive brief, contends 
that the decision is wholly wrong, and especially that the cost of drilling the 
“dry hole” should have been deducted as an expense of business or as a loss 
realized. Upon an assertion that the whole oil producing business is affected 
by the argument of our opinion to the effect that the option to deduct the 
drilling cost of a successful well, as given by Regulation of the Treasury 
Department, is contrary to the statute and wholly void, we permitted briefs 
to be filed by thirty counsel for other oil producers as amici curiae. 


No new and controlling decisions are cited. It still appears that only the 
Tenth Circuit has squarely considered the validity of the option in the light 
of the statute and has sustained it, and that was before the introduction 
into the statute of percentage depletion on oil wells. With this exception 
all the appellate courts, including the Supreme Court and this court, have 
treated the option as allowable, because no one attacked it. The decisions 
about other related provisions of the Regulations are not in point. They 
express no considered opinion on the option itself. What is new in the 
briefs is the assertion, which we take to be true, that probably a billion 
dollars of corrections might result in expense deductions in tax returns made 
within the statutes of limitation, if the option is invalid. Also new is the 
contention that in the Second Revenue Act of 1940 there is language now 
found in Internal Revenue Code, Section 711(b)(1)(1I), as amended in 
the Excess Profits Amendments of 1941, 26 U.S.C.A. Int. Rev. Code, 
§ 711(b) (1) (1), which refers to the deduction in the past of intangible 
drilling and development costs in drilling oil wells, the argument being that 
Congress evidently had in mind the option to do this given by the various 
Regulations, and did not disapprove. Certain it is that the option has been 
acted on widely, and for many years, and courts and Congress have done 
nothing drastic about it. A total annulment of it, retroactive in its operation, 
would have grave effect on persons not before this court. We should there- 


fore go no further than our duty takes us in deciding this case; we should 
decide it only. 


While we see no fault in our previous reasoning, and think the former opinion 
a right one to have been rendered twenty years ago, we find it unnecessary 
to consider so broadly the validity of the option, and now confine our decision, 
as the majority of the Tax Court did, to a holding that wells drilled to get 
an oil property, or to get a better and more extensive interest in it, are so 
clearly capital investments in that property that no part of their cost can 
be called an expense of business. The question whether a successful oil 
well on property which the driller fully owns is a permanent improvement, 
as is an artesian water well on a ranch, or a tunnel for a railroad, or the 
underground part of a large building, in all of which the cost of “making 
a hole in the ground” is plainly a part of the capital investment, we can 
and do lay to one side. The question we must decide is whether one who 
does not own an oil property and who agrees to make a well to obtain an 
interest in it (as in Hardesty v. Commissioner of Internal Revenue, 5 Cir., 
127 F. 2d 843, and Hunt v. Commissioner of Internal Revenue, 5 Cir., 135 F. 
2d 697), or as in this case, who has an interest for a few days only unless 
he makes a well, and makes it in order to enlarge and extend his temporary 
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interest, thereby makes a capital investment which cannot be a mere ‘busi- 
ness expense under the statue. The answer is in both cases, yes. 


He is putting out his money to acquire property, and acquires it. It is not 
an ordinary expense of business, as these parties asserted it was in their 
petitions to the Tax Court, and the Regulation cannot make it such; or what 
is worse, give the taxpayer an option to treat it as such. 


The Fifth Circuit opinions in the Ff. H. HE. Oil Co. cases are no doubt what lead 
to the adoption by the House and Senate of Concurrent Resolution 50 in July 
of 1945. Both United and the Kentucky Cities referred to this resolution in 
their briefs. It reads as follows: 





CONCURRENT RESOLUTION 





























Resolved by the House of Representatives (the Senate concurring), That 
in the public interest the Congress hereby declares that by the reenactment, 
in the various revenue Acts beginning with the Revenue Act of 1918, of the 
provisions of section 23 of the Internal Revenue Code and of the correspond- 
ing sections of prior revenue Acts allowing a deduction for ordinary and 
necessary business expenses, and by the enactment of the provisions of sec- 
tion 711(b)(1) of the Internal Revenue Code relating to the deduction 
for intangible drilling and development costs in the case of oil and gas 
wells, the Congress has recognized and approved the provisions of section 
29.23(m)-16 of Treasury Regulations 111 and the corresponding provisions 
of prior Treasury Regulations granting the option to deduct as expenses 
such intangible drilling and development costs. 

In as much as United asserts that the report to the House favoring the 
adoption of the foregoing resolution, indicates “that it was the purpose of 
Congress to encourage exploration and drilling by permitting the intangible 
productive well drilling costs to be deducted for tax purposes in the year in 
which such costs are incurred,” it is deemed advisable to set forth herein said 
entire report, as follows: 

REPORT 


(To accompany H. Con. Res. 50) 


The Committee on Ways and Means, to whom was referred the resolution 
(H. Con. Res. 50), declaring Congress to have recognized and approved 
the provisions of section 29.23(m)-i6 of Treasury Regulations 111 and 
corresponding provisions of prior regulations granting the option in the 
case of oil and gas wells to deduct, as an expense, intangible drilling and 
development costs, having had the same under consideration, report it 
back unanimously to the House without amendment and recommend that 
the resolution do pass. 











The purpose of the resolution is to remove any doubt as to the validity 
of Treasury regulations giving to the taxpayer the option to either capital- 
ize or charge to expense intangible drilling and development costs in the 
ease of oil and gas wells. These regulations having been in effect for more 
than 28 years, and the Congress has continued, in successive revenue acts 
adopted since that time, the basic statutory provisions from which such 
regulations are derived. Furthermore, in section 711(b)(1)(H) of the 
Second Revenue Act of 1940, relating to the excess-profits tax, the validity 
of the regulation was expressly recognized by statute. Section 711(b) 
(1)(H) of the Internal Revenue Code specifically provides for an adjust- 
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ment to the net income of the base-period years where the taxpayers’ 
deduction for intangible drilling and development costs had been abnormal 
or disproportionate during those years. The Treasury Department in 1942 
recognizing that the interpretation of the statute by the regulations had 
become a part of the statute, recommended in the revenue bill of 1942 that 
the expensing of development costs be eliminated from the statute for 1942 
and subsequent years. Congress was unwilling to adopt this recommenda- 
tion of the Treasury and expressed its desire to continue the regulation 
in effect. 





The validity of these regulations has been questioned in a recent court 
action, on the theory that the statute providing for deduction of business 
expenses is ambiguous. However, this position is untenable since the 
language of the statute is so general in its terms as to render an interpreta- 
tive regulation appropriate. In practical administration there are admit- 
tedly border-line cases between deductible business expenses and nonde- 
ductible capital outlays which make such a regulation necessary. Congress 
has approved the administrative construction adopted in such regulations 
and has thereby given them the force and effect of law. 





The Petroleum Administrator for War has estimated that, for the current 
year, it would be necessary to drill 27,000 additional wells for oil and gas to 
sustain the production of petroleum essential for the maintenance of our 
military and civilian requirements and that petroleum needs would be 
equally great for the year of 1946. 





The uncertainty occasioned by raising doubts as to the validity of these 
regulations is materially interfering with the exploration for and the pro- 
duction of oil. The Treasury Department and the Bureau of Internal 
Revenue have announced that they will continue to recognize the regula- 
tions under which they now operate unless otherwise directed by Congress. 

























For these reasons your committee deems it necessary to have Congress 
reaffirm its position that such regulations are in accordance with and have 
the full force and effect of law. 





The consideration and adoption of this resolution should not be construed 
as creating any implication adverse to mines respecting their development 
costs. 

The next official action of Congress in relation to the Treasury Regulation 
giving the option to expense intangible drilling costs was taken by the enact- 
ment of Section 263(c) as a part of the Code of 1954. It has been heretofore 
shown that Section 263(a)(1) of the Code prohibits taking as a deduction, in 
computing taxable income, “any amount paid out for new buildings or for per- 
manent improvements or betterments made to increase the value of any prop- 
erty or estate.” Section 263(c) reads as follows: 

Intangible Drilling and Development Costs in the Case of Oil and Gas 
Wells—Notwithstanding subsection (a), regulations shall be prescribed by 
the Secretary or his delegate under this subtitle corresponding to the regula- 
tions which granted the option to deduct as expenses intangible drilling and 
development costs in the case of oil and gas wells and which were recognized 
and approved by the Congress in House Concurrent Resolution 50, Seventy- 
ninth Congress. 

The Senate and House each filed a report on the “Internal Revenue Code of 
1954.” The House proposed no changes in the then existing law prohibiting 
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deductions of capital expenditures in the computation of taxable income, The 
Senate Report is No. 1622 of the “83d Congress, 2d Session.” At page 81 it states 
that the “House bill made no change from present law in this area.” Following 
this and under the heading “Changes made by committee,” there appears the 
following : 
Your committee has added an amendment to make it clear that the provi- 
sions of the bill do not affect the treatment now allowed by regulations 
relating to the deduction or capitalization of intangible drilling and develop- 
ment costs in the case of oil and gas. 

The legislative history of the enactment of Section 263(c) of the Code and 
of any other action by the Congress, here known, on the Treasury Regulation 
here under discussion, discloses only that Congress approved the interpretation 
of its income tax laws contained in the regulation granting the option to expense 
intangible drilling costs in the year incurred. As has been herein pointed out, 
there was ambiguity in the law which prohibited deductions for expenditures 
made for permanent improvements and betterments of property; and the Treas- 
ury Regulation removed the uncertainty of whether intangible drilling costs 
were such expenditures, under the law, as were prohibited to be taken as deduc- 
tions. There could have been no lawful purpose for the promulgation of this. 
regulation except as a departmental interpretation of the law of the land. The 
benefit to the oil and gas industry, coming from this regulation could not have 
been lawfully granted by the Treasury Department if it had been prohibited by 
law. 

From all presented here for consideration, the approval by Congress of this. 
Treasury Regulation means only that the Congress believed, with the Treasury 
Department, that intangible drilling costs were not expenditures for permanent 
improvements or betterments of property, but were, under the income tax laws 
enacted by it, deductible expenses of the operation of an oil or gas business. If 
intangible drilling costs were not such, they could not be so deducted without 
an amendment to the law interpreted as above shown. The Congress has not 
by any action of its own granted specifically to the oil and gas industry the 
benefit of expensing intangible drilling costs in the year incurred. If it had done 
so, there might be found in relation to the enactment of such a law the legislative 
policy or purpose for so doing. It might then be determined whether there was. 
a plan or purpose in relation to the enactment of such law which might be over- 
ridden or thwarted by denying the treatment proposed by United for the use 
of intangible drilling costs in computing income tax for the cost of service. As 
the matter now stands, there is no attitude of the Congress disclosed except 
that it agrees with the Treasury Department that intangible drilling costs are 
deductible expenses of an oil or gas company under existing law. They should 
be treated as such in the computation of Federal income taxes in the cost of 
service. 

There are quoted in full above Concurrent Resolution 50 and its accompanying 
Report to the House. The Resolution shows only that “Congress has recognized 
and approved” the then existing and all prior Treasury Regulations “granting 
the option to deduct as expenses such intangible drilling and development costs.” 
The Report states that “the language of the statute is so general in its terms 
as to render an interpretative regulation appropriate” and that “Congress has 
approved the administrative construction adopted in such regulations and has 
thereby given them the force and effect of law.” It tells that the “validity of 
these regulations has been questioned in a recent court action,’ and that the 
“uncertainty occasioned by raising doubts as to the validity of these regulations 
is materially interfering with the exploration for and the production of oil,” 
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which was necessary to meet the “petroleum needs” of the nation. It would 
appear that the Congress said no more in 1945 than that the oil industry, follow- 
ing the interpretation of the law made by Treasury Regulations, had been taking 
intangible drilling costs as deductible expenses of its business for many years 
and its “exploration for and the production of oil’’ would be materially inter- 
fered with until the uncertainty about the validity of the Treasury Regulation 
was removed in the manner contemplated by the Resolution. 

No doubt this Treasury Regulation of long standing, “recognized and ap- 
proved” by Congress, does give encouragement to the oil and gas industry to 
explore for and produce oil and gas, as is claimed by United. But where is 
one to find anything to indicate that the true purpose of the Congress in “recog- 
nizing and approving” this Treasury Regulation was to give this encouragement? 
The Treasury Department has merely taken a provision of Federal income tax 
law and placed upon it an interpretation that it did not prohibit the deduction 
of intangible drilling costs in the year incurred, they being reasonably to be 
regarded as ordinary expenses of the oil and gas business. The Tenth Circuit 
held in the Ramsey case, supra, that this Treasury Regulation “accomplishes 
a result that is essentially fair to both the taxpayer and the Government.” As 
pointed out hereinbefore, the Congress has never affirmatively granted to the 
oil and gas industry this option to expense intangible drilling costs; it has 
merely “recognized and approved” the Treasury Regulation which permitted 
the option because the Treasury Department believed such costs to be properly 
deductible expenses of operating an oil or gas business. In this, the Treasury 
Department and the Congress have merely been “fair” to a group of taxpayers, 
in placing a reasonable construction upon a tax law. From this there can be 
no possible inference that any intent, plan or purpose of Congress in relation 
to this mere act of fairness, would include what is proposed here by United. 

It is perhaps best here to give United’s proposal in the language of its brief. 
The caption of “Point II” of its original brief asserts: “Intangible Productive 
Well Drilling Costs Should Be Treated The Same As Accelerated Depreciation.” 
Immediately under this caption appears a statement of United’s position, as 
follows: 

The question to be determined here is whether the customers which are 
assessed with the depreciation cost should receive the benefit of such cost 
as a tax deduction or whether the customers in one year should receive a 
windfall at the expense of customers in later years. Intangible Productive 
Well Drilling Costs are deductible in determining United Fuel’s taxable net 
income, and as in the case of accelerated depreciation, this deduction is 
based on an expense incurred by the Company and passed on to its custom- 
ers. (T. 70) United Fuel, therefore, does not propose to retain for itself 
the benefit of such deduction, but rather proposes for cost-of-service pur- 
poses to synchronize the tax deductions with the depreciation expense 
giving rise thereto. (T. 69 and 71) 


The tax deduction arising from this cost is not taken on the return in the 
Same year it is expensed as depreciation and charged to the customers. 
The depreciation expense charged to the customer is related directly to 
the service rendered, but the tax deduction when taken has no relation to 
either the service rendered or the current depreciation expense and varies 
greatly from year to year. 

United then tells in its brief that the “Book Treatment” of its well drilling 
costs, both tangible and intangible, is in accordance with the Commission’s 
Uniform System of Accounts. It then tells of the “Tax Treatment” of its 
intangible drilling costs, stating that “United Fuel has always exercised the 
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option under the Internal Revenue Code to take such costs as a tax deduction 
in the year in which such costs are incurred,” and that tangible cost “must be 
depreciated on a straight-line basis for tax purposes in the same manner it is 
depreciated on the books.” 
Following this, and prior to the discussion of the testimony of its witness on 
this subject, there appears the following: 
Proposed Rate Treatment. In past rate proceedings, the Intangible Pro- 
ductive Well Drilling Costs incurred during the test year have been treated 
as test year tax deductions, despite the fact that such costs would be 
amortized over the life of the wells and charged to future customers in 
future years as depreciation expense. (T. 62) 


United Fuel now proposes to change its procedure because of the inequities 
which result therefrom. United Fuel believes that the depreciation expense 
and the tax deduction for Intangible Productive Well Drilling Costs 
should be synchronized so that the customer who pays the annual deprecia- 
tion expense will receive the benefit of the tax deduction related thereto. 
(T. 71) This can be accomplished only by establishing a reserve for pay- 
ment of future taxes. 

United’s brief discusses the hypothetical case given in the testimony of its 

witness on this subject as follows: 

Mr. Workman stated that if the Company incurred intangible costs of 
$10,000 in connection with the drilling of a gas well, the $10,000 would be 
capitalized on the books and debited to the property account of Gas Well 
Construction. Each year depreciation would be accrued against that 
account on a unit of production basis. 


Assuming that the well produced equal amounts of gas each year and had 
a productive life of ten years, the depreciation expense applicable to Gas 
Well Construction would be $1,000 each year. This $1,000 is an operating 
expense and is included, as such, on the books. 


For income tax purposes, the full amount of $10,000 would be taken as a 
tax deduction in the year in which the expenditures were incurred. In 
that year, the deduction for income tax purposes would be $9,000 more than 
the booked expense, and each of the succeeding nine years the deduction 
for income taxes would be $1,000 less than the booked expenses. Thus far, 
the proposed method is the same as that followed in the past. In the past, 
however, the full $10,000 deduction has been passed on to the consumers in 
one year even though the cost giving rise to such deduction has been charged 
to the customers over the life of the well on a unit of production basis. 


Under United Fuel’s proposal, the $10,000 would be taken as a tax deduction 
the year the well is drilled, but in computing taxes to be included in the 
cost of service only $1,000 would be treated as a tax deduction in that year 
and $1,000 would be treated as a tax deduction in each of the succeeding 
nine years. (T. 61-62) 


United Fuel, therefore, would synchronize the annual tax deduction result- 
ing from Intangible Productive Well Drilling Costs with the annual de- 
preciation expense of the property giving rise to such deduction. The fair- 
ness of United Fuel’s proposal and the discriminatory results of past pro- 
cedure is demonstrated by United Fuel’s experience. 

It must be kept constantly in mind that this is a rate case. There is estab- 
lished in each rate case a cost of service which itemizes the expenses to be 
recouped by the company from the consumers. Among these items are the 
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company’s taxes, including income taxes. The determination of the amounts 
of these expenses is based to a considerable extent upon a test year reflecting the 
actual experience of the company. Any test year figure may be adjusted to 
known changes, and this includes the item of income tax. If the facts show 
that the income tax for the test year is abnormal because of some unusual 
situation, there is no reason why such figure should not be increased or decreased 
to remove such abnormality. If the facts be that the intangible drilling costs 
for the test year are unusually high or low, according to company experience, 
the income tax item in the cost of service may certainly be adjusted accordingly. 
All of these things are done according to rate-making criteria established by 
the Commission, which are applied to the known facts. 

United’s brief states that “such synchronization is sound in order to deal 
fairly as between present and future customers.” Rates are made for the 
future, and when the income tax item in the cost of service is established, it 
is supposed to represent fairly for at least the immediate future the amount of 
the income tax for which the company is expected to become liable, under all 
information available at the time of the proceeding in which the cost of service 
is established. The actual income tax paid thereafter may be somewhat more 
or less than the cost of service figure, as it is indeed impossible to predict income 
taxes in rate cases with exactness. Nevertheless, the criteria of rate making 
laid down by the Commission must be applied to the known facts to reach the 
actual amount of the income tax to be allowed on the basis of such known 
facts. The treatment of intangible drilling costs proposed by United is not 
to be found in any such criteria. 

United proposes that intangible drilling costs “be treated the same as ac- 
celerated depreciation.” The treatment of accelerated amortization or liber- 
alized depreciation permitted by the Commission in the cases hereinbefore 
discussed, was based upon Congressional intent or policy. In Commission 
Opinion No. 269 in the Panhandle rate case, and as well in the court opinion 
sustaining the Commission’s said treatment, it was specifically found that the 
Congress intended, by the enactment of Section 124A of the Code (now Section 
168), “only to defer tax liability.” There is nothing in relation to the promul- 
gation of the Treasury Regulation granting the option to expense intangible 
drilling costs, or any action taken by the Congress upon it, that may be logically 
interpreted to show a legislative intent to defer tax liability in such cases. 
When this option is exercised, intangible drilling costs are deducted as ordinary 
and necessary expenses of operating an oil or gas business, and should be 
treated as such in calculating income taxes for either tax or rate purposes. 
The use of intangible drilling costs as a business expense definitely effects a tax 
saving and not a tax deferral. 

United would establish “a reserve for payment of future taxes.” The provi- 
sions of the Commission’s Uniform System of Accounts for handling the reserve 
for the payment of deferred taxes have been hereinbefore discussed. They 
were adopted pursuant to the decisions of the Commission upon accelerated 
amortization and liberalized depreciation, in which the Commission specifically 
found that under Sections 167 and 168 of the Code there resulted only tax 
deferrals and not tax savings. It was held in these decisions that the tem- 
porary tax savings must be held for future payment of taxes and never be 
distributed as dividends. It was found by the Commission that its holdings 
were in keeping with Congressional intent. The deduction of intangible drill- 
ing costs, permitted by the Treasury Regulation, definitely effects a tax saving 
with no future tax liability to meet with a reserve such as United proposes. 
Furthermore, there is no legal obstacle to the distribution of such tax saving 
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in dividends to United’s stockholders, insofar as the income tax and regulatory 
laws here pertinent are concerned. To grant United’s proposed treatment of 
intangible drilling costs for rate purposes would create a distinct windfall for it. 

The Commission emphasized in its decisions concerning accelerated amorti- 
zation and liberalized depreciation that its treatment of them effected no 
change in the position of the consumers. The rates were the same, no more, 
no less. The total amount recovered from the consumers through the depre- 
ciation allowance in the cose of service, was in the end the same. In its Opinion 
No. 269 the Commission stated that the consumers, under its treatment of 
accelerated amortization, would “neither lend nor give their money” to the 
natural gas company; and that the only change in position was between the 
company and the United States Treasury, the latter in effect making a loan 
of the temporary tax saving to the former. It cannot be said here that United’s 
proposed treatment of intangible drilling costs would not effect a change of 
position between it and its customers. Whatever amounts of money might 
go into the proposed “reserve for payment of future taxes’ would indeed be 
supplied by its customers, if they have imposed upon them the increased income 
taxes in the cost of service resulting from not reflecting therein the total amount 
of intangible drilling costs incurred in the test year. This additional amount 
in income taxes charged to the consumers would certainly constitute a gift to 
United. 

When the court in the Panhandle rate case sustained the Commission’s treat- 
ment of accelerated amortization, it pointed out that if the temporary tax 
saving resulting therefrom were regarded as an ordinary depreciation expense 
in the calculation of income tax for rate purposes, a corresponding amount 
would have to be deducted from the rate base. The opinion said: “Thus in 
essence petitioners’ plan would allow Panhandle its yearly saving for the five 
year period, but would deduct the amount of that saving each year from the 
rate base.” It added: 

This plan was rejected by the Commission, which concluded, we think 
correctly, that the intent of Congress reflected in section 124A is not to 
benefit consumers but rather the taxpayer in order to encourage con- 
struction of certain emergency types of facilities. Were the tax savings 
deducted from the rate base, the taxpayer here would not receive the in- 
tended benefit. The valuations upon which it is entitled to earn a fair 
rate of return would be decreased by the amount of the savings. 
When United exercises its option to expense intangible drilling costs for tax 
purposes, it is required by Commission regulation to capitalize the entire 
amount thereof, which is then recovered from the consumer by depletion in 
future years on a unit of production basis. While this recoupment is in prog- 
ress United is getting its return each year upon the undepleted balance of 
such intangible drilling costs remaining in the rate base. There is indeed no 
fair comparability between intangible drilling costs and accelerated amorti- 
zation under tax laws or Commission rate-making criteria. 

The expense of drilling dry holes or unproductive wells may be deducted 
from gross income for tax purposes by the operator of an oil or gas business. 
A natural gas company likewise recovers such expenditures from its customers 
by an allowance therefor in its cost of service. Dry hole expense is in no way 
an issue here, as the issues here concern only producing wells. It has been 
explained hereinbefore that there are both tangible and intangible costs to be 
considered in relation to the producing well. The tangible cost may be depre- 
ciated on a straight-line basis for both tax and rate purposes. The intangible 
costs may be expensed or capitalized for tax purposes, but must be capitalized 
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for rate purposes as hereinbefore shown. Thus both tangible and intangible 
drilling costs of productive wells are recovered by depreciation or depletion 
from the consumer; but no further recovery is permitted by Commission cri- 
teria, as the value of a capital asset is limited by the Commission to the actual 
cost thereof. It may well be added here that if the taxpayer capitalizes his 
intangible drilling costs for tax purposes, he may only recover the value of such 
capital asset through the statutory depletion allowance of 2714 percent.” 
These things are pointed out to show that United recovers every well-drilling 
cost, whether it be for dry holes or productive wells, for both tax and rate 
purposes, and that for tax purposes it recovers additionally the statutory de- 
pletion allowance of its wasting capital asset. In addition to all this it recovers 
for rate purposes every penny of its actual income taxes paid, so that its return 
upon its rate base is entirely net. Now, United asks for still more, some- 
thing to which it would not be entitled under established rate-making criteria 
of the Commission, nor by any intent or policy of the Congress to be derived 
from anything in this record or from the independent research of the Presiding 
Examiner. 
COMMISSION CONSTRUCTION 


Since 1938 the Commission has been charged with the responsibility of admin- 
istering the Natural Gas Act, and the Federal Power Act even prior to that 
time. The justness and reasonableness of rates have been determined many 
times in proceedings under both Acts. Over the years the Commission has 
established extensive criteria of rate making, and none became more firmly 
established than that a regulated company might recoup from its consumers as 
tax expense in the cost of service no more than the actual taxes paid. It is here 
reiterated that the Commission said in its Opinion No. 297 that it had “con- 
sistently held that the allowance for taxes should not exceed taxes paid,” and 
that the Amere decision, affirmed by it, proclaimed that the “the Commission 
in every instance has allowed as income tax expense in rate proceedings only 
the amount actually payable.” 

The Treasury Regulation which interpreted income tax law to mean that 
intangible drilling cost might be regarded as ordinary and necessary expenses 
of the oil or gas business, has been in effect since 1916. The law providing 
for the depletion allowance of 27% percent of gross income from oil and gas 
wells, was enacted originally in 1926. Both the Treasury Regulation and said 
tax law have been used in computing income tax expense to be charged to con- 
sumers of natural gas companies having their own production, in many rate 
proceedings since 1938. In its Opinion No. 269 of April 15, 1954, the Commission 
said that the proceeding there was the first in which there had been “sharply 
contested” the issue of whether the benefit of these two allowable deductions 
should be passed on to consumers in the computation of the income tax expense. 
The late Commissioner Claude L. Draper, a member of the Federal Power 
Commission from 1930 to 1956, filed a dissent to Opinion No. 269. This reputable 
gentleman made a statement of fact in that dissent which is underscored in the 
following quotation therefrom : 

The majority also take the position that it is clearly contrary to the Con- 
gressional intent for the Commission to take the reduction in tax liability 
arising from statutory depletion and intangible well-drilling expense into 
consideration in determining the cost of service. They concede that this is 
the first case where the issue has been sharply contested but I have never 


48 United States v. Dakota-Montana Ofl Co., 288 U.S. 459. 





FEDERAL POWER COMMISSION 195 


before heard it argued that it is error to utilize the reduction in taz 
liability associated with statutory depletion and intangible well-drilling costs 
in determining the cost of service. Indeed, the benefits which would flow 
to the rate payers through the statutory allowance for depletion was basic 
to our decision approving the merger of Colorado Interstate Gas Company 
and Canadian River Gas Company. 

Thus, it would seem to be established beyond doubt that from 1938 to 1954 the 
Commission had not deviated from its criterion of allowing as tax expenses no 
more than taxes paid. In following this criterion, the customers had had the 
benefit in the cost of service of the reduction in income tax liability resulting 
from the use of the statutory percentage depletion and the expensing of intangi- 
ble drilling costs for tax purposes. From the quotations above from Opinion No. 
269 and Commissioner Draper’s dissent thereto, it would appear that regulated 
natural gas companies had acquiesced in such treatment of the statutory deple- 
tion allowance and intangible drilling costs for rate purposes. It certainly 
seems undeniable that during this period from 1938 to 1954, the tax laws here in- 
volved were construed by the Commission, with the acquiescence of the industry, 
to contain nothing in their language or in their legislative histories that indicated 
in any way that any Congressional intent or policy would be overridden or 
thwarted by passing on to the consumers the tax reduction obtained from the use 
of these two income tax provisions. 

An effort has been made to ascertain the true intent and policy of the Congress 
in relation to the statutory depletion allowance and to the deduction of intangible 
drilling costs as ordinary and necessary expenses of the oil or gas business. 
There have been set forth above the conclusions reached from the information 
obtained from this effort. None will contend that either the Act or the income 
tax laws contain anything specific upon how these two deductions should be 
treated in computing income tax expense to be charged to the consumers of a 
natural gas company. Nothing has been found in the history of these tax 
provisions that would indicate that the Congress gave any thought whatever to 
whether the consumer should or should not have the benefit of these deductions 
in computing the tax expense of any Federally regulated utility. In considering 
the treatment of accelerated amortization of defense facilities for rate purposes, 
the Commission concluded that if the benefits of this law were passed on to the 
consumers in a rate proceeding, then the taxpaying utility would not receive the 
benefit intended for the taxpayer by the Congress. The Commission said that 
the Congress had the same aim in relation to the provisions for liberalized depre- 
ciation enacted in 1954. As has been pointed out above, there was no aim of the 
Congress in relation to either percentage depletion or intangible drilling costs 
that would in any way be interfered with by following the established rate-mak- 
ing criterion of the Commission. In the cases of accelerated amortization and 
liberalized depreciation there is nothing more involved in the Congressional intent 
or policy than a different timing of depreciation payments for tax purposes, 
from the timing applied to recover the same amount of depreciation for 
rate purposes. In the cases of percentage depletion and intangible drilling costs, 
there is no mere question of timing, but one of tax saving by the taxpaying 
utility, as has been shown. In addition to all this there is the construction placed 
upon these income tax provisions for sixteen years by the Commission, which 
was acquiesced in all the while by the industry, as shown above. 

The legal doctrine of contemporaneous construction is well known and well 
established. Under the general title of “Statutes,” in 82 Corpus Juris Secun- 











196 FEDERAL POWER COMMISSION 


dum, this doctrine is discussed. At page 759, Section 358, entitled “Practical 
Construction or Usage Generally,” there appears the following: 





On the principle of contemporaneous exposition, common usage and prac- 
tice under the statute, or a course of conduct indicating a particular 
understanding of it, will frequently be of great value in determining its 
real meaning, especially where the usage has been acquiesced in by all 
parties concerned, and has extended over a long period of time. A prac- 
tical construction of a statute is not conclusive on the courts, but, if 
unvarying for a long period of time, it should be disregarded only for 
the most cogent reasons. The doctrine arises only from a course of con- 
duct, and is never applied to a single case. Moreover, no matter how long 
the usage has been established, or how general the acquiescence in the 
customary construction, it will not be permitted to override the plain 
meaning of a statute; nor will the rule of practical construction apply 
where the ambiguity is merely captious and not serious enough to raise 
a reasonable doubt in a fair mind reflecting honestly on the subject. 

In Norwegian Nitrogen Products Co. v. United States, 288 U.S. 294, 319, the 


Supreme Court held: 


True indeed it is that administrative practice does not avail to overcome 
a statute so plain in its commands as to leave nothing for construction. 
True it also is that administrative practice, consistent and generally 
unchallenged, will not be overturned except for very cogent reasons if the 
scope of the command is indefinite and doubtful. United States v. Moore, 
95 U.S. 760, 763; Logan v. Davis, 233 U.S. 613, 627; Brewster v. Gage, 
280 U.S. 327, 386; Fawcus Machine Co. v. United States, 282 U.S. 375; 
Interstate Commerce Comm. v. N.Y., N.H. & H.R. Co., 287 U.S. 178. The 
practice has peculiar weight when it involves a contemporaneous con- 
struction of a statute by the men charged with the responsibility of setting 
its machinery in motion, of making the parts work efficiently and smoothly 
while they are yet untried and new. Fawcus Machine Co. v. United States, 
supra. 


Again, the Supreme Court said in U.S. v. Missouri Pacific Railroad Co., 278 


U.S. 269, 280: 





Appellants also claim that decisions by the Commission before and since 
the re-enactment established a settled interpretation which should be given 
controlling weight in support of the order in question. It has been held in 
many cases that a definitely settled administrative construction is entitled 
to the highest respect; and, if acted on for a number of years, such con- 
struction will not be disturbed except for cogent reasons. See e.g. Logan 
vy. Davis, 233 U.S. 613, 627. But the court is not bound by a construction 
so established. Chicago éc Ry. Co. v. McCaull-Dinsmore Co., 253 U.S. 97, 
99. United States v. Dickson, 15 Pet. 141, 161. The rule does not apply 
in cases where the construction is not doubtful. And if such interpretation 
has not been uniform, it is not entitled to such respect or weight, but will 
be taken into account only to the extent that it is supported by valid 
reasons. Brown v. United States, 113 U.S. 568, 571. Merritt v. Cameron, 
137 U.S. 542, 551-552. United States v. Alabama Railroad Co., 142 U.S. 
615, 621. Studebaker v. Perry, 184 U.S. 258, 268. Houghton v. Payne, 194 
U.S. 88, 99. 

Still again, the Supreme Court decided in Brewster v. Gage, 280 U.S. 327, 


These regulations were prepared by the department charged with the 
duty of enforcing the Acts. The rule so established is reasonable and 





FEDERAL POWER COMMISSION 197 


does no violence to the letter or spirit of the provisions construed. A 
reversal of that construction would be likely to produce inconvenience and 
result in inequality. It is the settled rule that the practical interpretation 
of an ambiguous or doubtful statute that has been acted upon by Officials 
charged with its administration will not be disturbed except for weighty 
reasons. 

The Supreme Court denied certiorari in the case of Signal Oil and Gas Co. 
v. F.P.C., 238 F. 2d 771, decided by the Third Circuit Court of Appeals Novem- 
ber 20, 1956. The opinion there stated at page 774: 

The Commission has assumed it had the power to impose rate conditions 
on certificates under the provisions of section 7(e). We are advised that 
its annual report to Congress for 1955 shows 38 certificate orders subject to 
rate filing conditions during that fiscal year; 1954, 52 certificates with rate 
conditions ; 1953, 52 such conditions and so on for several prior years. The 
Commission, of course, cannot enlarge its own statutory authority. But 
as this Court pointed out in Panhandle Eastern Pipe Line Co. v. F.P.C., 3 
Cir., 1956, 232 F. 2d 467, 471, “This interpretation of its authority by the 
Commission through the years must be given considerable weight,” especially 
since left undisturbed by Congress when the Act was amended in 1954. 

Of course, no interpretation or construction by the Commission may legally 
prevail over the plain language of any law, or regulation duly adopted so as to 
have the force of law. But, there is no plain language of either law or regula- 
tion which in any way conflicts with or contradicts the construction placed for 
16 years by the Commission upon the law and regulation providing for the 
percentage depletion allowance and the expensing of intangible drilling costs, 
in their relation to rate making under the Act. No plain language prohibits, or 
even suggests the prohibition of, these allowable deductions from gross income 
being used in computing the tax expense in the cost of service of a natural gas 
company. These deductions definitely bring about tax savings which should be 
so used, just as any other ordinary and necessary business expense. This con- 
temporaneous construction by the Commission should not be lightly brushed 
aside at this late date. There should be found no cogent reasons for casting 
aside this construction of law and regulation by the Commission. The only 
reasons for so doing that could be called cogent would be either plain language 
of the law and regulation, or some very obvious aim of the Congress which 
would be thwarted by not so doing. It has been shown herein that neither 
such reason exists. 

In its Opinion No. 269 (Panhandle), wherein it commented on a different 
treatment for percentage depletion and intangible drilling costs than that in 
keeping with its aforesaid rate-making criterion, the Commission pointed to no 
plain language of law or regulation conflicting with its said criterion, and told 
of no Congressional aim or object to be thwarted by the following of said 
criterion. The Amere decision, affirmed by the Commission, very carefully 
points out the aim or object of the Congress in enacting Section 167 and shows 
how it would be interfered with if the benefit intended by this section for the 
taxpayer were passed on to the consumer. But after reaching its conclusions, 
the Commission’s order affirming the Presiding Examiner’s decision, contained 
the following final thought: 

The extraordinary ability and willingness of natural gas companies, includ- 
ing petitioners, to attract capital and construct new facilities causes us to 
question whether the incentive provided by Section 167 of the Internal 
Revenue Code is necessary or desirable for this industry or will, in the long 


















198 FEDERAL POWER COMMISSION 





run, be as beneficial to the public interest as is the present, traditional 
method of treating depreciation expense. 
We are calling this situation to the attention of the Congress by trans 
mitting copies of the Presiding Examiner’s decision, our opinion herein, and 
the dissenting opinion attached hereto, to the Chairman of the Finance 
Committee of the Senate and the Chairman of the Ways and Means Com- 
mittee of the House. 

There is definitely not to be found in the law and regulation providing for 
the percentage depletion allowance and the expensing of intangible drilling 
costs, any such “incentive” as the Commission speaks of in the above quotation. 
This has been clearly shown hereinbefore. 

United simply should not be presented with the windfalls it seeks in its 
proposals for the treatment of the percentage depletion allowance and intangible 
drilling costs in the computation of income taxes for its cost of service. These 
Proposals have been shown above clearly to be productive only of windfalls to 
United. It was said at the outset of this decision that the issues here presented 
must be decided in relation to legislative intent. It certainly cannot be found 
that there is any Congressional intent in relation to any law or regulation here 
Pertinent, that the Commission should require consumers to make outright 
gifts of cash to natural gas companies. 

If United needs and seeks incentive to explore for natural gas, let the 
Commission formally look into its needs and determine the extent of the 
incentive required therefor, as was suggested by the Court in the Panhandle 
rate case.” This should be done directly in relation to such an issue made in 
a rate proceeding, wherein any such incentive allowance, found to be in keeping 
with sound rate-making principles, might be reflected in its proper place, the 
rate of return. No such incentive allowance should ever be granted indirectly 
by the Commission by means of placing such utterly tenuous interpretations 
upon the intent or policy of the Congress in relation to its tax laws, as are 
here suggested by United in relation to percentage depletion and intangible 
drilling costs. 


THE STIPULATION 


The stipulation agreed to by all parties and read into the record of these 
proceedings on September 27, 1956, limits the issues here being tried between 
the contesting parties, United and the Kentucky Cities.” The two dockets here 
were instituted by the Commission under the Act, to test the justness and reason- 
ableness of increased rates sought by United. All issues concerning the lawful- 
ness of the level of United’s rates in these proceedings were compromised by this 
stipulation, except the issues specifically reserved therein. All other parties 
who reserved issues by specific provision in the stipulation, relinquished their 
reservations, leaving for hearing and decision only those issues reserved by the 
Kentucky Cities. This compromise by the parties of all except the reserved 
issues was approved by order of the Commission of October 19, 1956. 

The issues reserved by the Kentucky Cities were among the numerous original 
issues in these proceedings to determine the lawfulness of United’s proposed 
increased rates. The compromise of all other issues left these reserved issues 
to be tried separately upon competent evidence relevant to them, then in the 
record or later to be presented. The stipulation itself had no effect whatever 
upon the trial of these specifically reserved issues, except to fix January 1, 1956 
as the beginning of the period in which the Federal income tax allowance in 


City of Detroit v. F.P.C., 230 F. 2d 810. 
® For the full stipulation see Tr. pp. 515, et seq. 
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United’s cost of service would be affected by the decision here upon these reserved 
issues. The stipulation itself specifically so provides, as follows: 
(C) The issues reserved by the Kentucky cities with respect to federal in- 
come taxes to be included in the cost of service for rate-making purposes 
for the period commencing January 1, 1956, to the same extent as if this 
stipulation had not been entered into; 
Following the above are descriptions of the three reserved tax issues herein 
discussed. 

The stipulation was presented at the hearing by Staff counsel who also gave 
orally something of the history of these proceedings from the time of their insti- 
tution." Near the outset of his statement accompanying such presentation was 
the following: 

Preliminarily to reading the statement for the record, I would like to have 
identified with Exhibit number in this record, an exhibit which serves as 
a predicate for the dollar amounts and the statement of settlement, and I 
ask there be identified as Exhibit No. 38 an exhibit entitled “United Fuel 
Gas Company, Summary of Production and Transmission Costs of Services 
and Portion Applicable to Interstate Sales for Retail, Adjusted for the test 
year 1955, based on 61%4 percent return.” 
This exhibit was identified and later received in evidence in the record as Exhibit 
No. 38. It was then mentioned in the opening paragraph of the stipulation, as 
follows: 
It is hereby stipulated and agreed for purpose of settlement in Docket Nos. 
G-2451 and G—5475 only that United Fuel Gas Company’s Cost of Service 
for the test period is reflected in Exhibit No. 38 in this proceeding, subject 
only to the specific reservations subsequently stated herein, and that * * *°, 
Exhibit No. 38 was received into the record in this manner as a part of the stip- 
ulation. It alone reflected the dollars of the compromise. Without it there 
would have been nothing before the Commission upon which to determine 
whether the stipulation should be approved. It is as much a part of the stipula- 
tion as if copied verbatim into it. 

The statement in the stipulation that the Kentucky Cities reserve the issues 
here being tried “to the same extent as if this stipulation had not been entered 
into,” is indeed unequivocal and unambiguous. It means just what it says and 
there is nothing elsewhere in the stipulation or in the record which in any way 
modifies its plain meaning. By its own terms, the stipulation and Exhibit No. 
38, a part of it, were to be nonexistent insofar as was concerned the trial of the 
issues reserved by the Kentucky Cities. It was upon the basis of this plain 
meaning of the stipulation that the hearing of these reserved issues was con- 
ducted. Because of this, United claims that it was denied due process of law. 

If the position of United were correct with regard to all three of these reserved 
issues, there would then be no reason to calculate the dollar effect of United’s 
failure to pass on to its customers the tax benefits provided by the Code Sections 
here considered. However, a decision against United upon any one of the issues 
would necessitate a finding of the dollar effect of such decision. For this reason 
United and the Kentucky Cities both offered evidence on such dollar effect in 
relation to each of the three issues. United vigorously contended at the hearing 
and strongly urges in its brief that, in spite of the provisions of the stipulation 
discussed above, it had the right to base all of its calculations of such dollar effect 
on the figures contained in the aforesaid Exhibit No. 38, which is a part of the 
stipulation, as explained above. United even contended that it had the right to 


5&1 See Tr. pp. 512, et sea. 
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go behind the figures in Exhibit No. 38 and present evidence concerning the nego- 

tiations and calculations which resulted in such figures. 
The following appears in United’s brief: 
Interpretation of Agreement. The dollar effect of the reserved issues could 
only be determined by a breakdown of the dollars included in Exhibit No. 
88 showing the effect of Depletion and Intangible Productive Well Drilling 
Costs on the total income taxes included therein. 
The proffered testimony of Mr. Wolfe and Exhibits 52 and 53 went directly 
to the basis of the settlement to show beyond question the dollar effect of the 
reserved issues. Yet such testimony and exhibits were rejected, and United 
Fuel was not permitted to present any testimony with respect to the com- 
putation of the taxes contained in Exhibit 38 and the effect of the reserved 
issues thereon. ('T’. 927, et seq.) 

The above is followed by argument in support thereof. Further in the brief it 
is stated: 

The only thing not settled by agreement was the effect of the reserved issues 
on the income taxes to be included in the “cost of service” for rate-making 
purposes. It is impossible to determine income taxes for cost of service 
purposes without a complete cost of service. The “cost of service” used for 
rate-making purposes is summarized in Exhibit 38, and no “cost of service” 
other than Exhibit 38 can be used in this case for any purpose without violat- 
ing the limited settlement. 

United has entered into a stipulation with the Kentucky Cities for the trial 
of the issues reserved by the latter; and the Commission has approved the 
stipulation. The stipulation is couched in plain language, the meaning of 
which could not possibly be stretched far enough to include the above and other 
interpretations thereof urged by United. It was not error to require United 
to meet the terms of the approved stipulation in the presentation of its evidence. 
The stipulation and Exhibit No. 38 were nonexistent insofar as the trial of these 
reserved issues was concerned. 

United files each year a Federal income tax return, in which it makes use of 
liberalized depreciation (Code Section 167), intangible drilling costs (Section 
263c) and the percentage depletion allowance (Section 613), to reduce its gross 
income. Beginning January 1, 1956, the reductions in income tax thus effected 
have not been reflected in its income tax allowance in its cost of service, United 
claiming, as herein shown, that they should not be so reflected. Thus, the 
reserved issues are only whether all of United’s claims in this respect are valid, 
and if not, by what amount its rates to its customers should be reduced, effec- 
tive January 1, 1956, by reason of the resulting invalid excesses in the income 
tax allowance in its cost of service. These excesses may be ascertained by 
calculating the amount of Federal income tax saved by United by the use of any 
of the aforesaid deductions from gross income which tax savings are wrongfully 
not reflected in the calculation of such income tax allowance. The amount of 
tax to be saved depends, of course, upon the amount of each of such deductions. 

It has been found herein that United’s proposed treatment of liberalized de- 
preciation (Section 167) for rate purposes is in keeping with the Commission’s 
decision in the Amere case; and there is hereby ordered, therefore, a reduction 
in rates only as to the tax savings resulting from the use by United of the 
percentage depletion allowance and the expensing of intangible drilling costs. 
The amounts of these two deductions from gross income are arrived at here 
from evidence in the record, in the same manner they would have been deter- 
mined if there had been no compromise of any of the issues here, as contem- 


plated by the terms of the stipulation set forth above. Absent the compromise, 
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the income tax allowance in the cost of service would have been calculated just 
as in any other comparable rate proceeding, and such calculation would have 
included deductions of the percentage depletion allowance and the expensed 
intangible drilling costs, both properly determined from evidence in the record. 
Such evidence might be the actual amounts of such deductions taken by United 
in the test period presented. However, if these figures for the test period were 
abnormal in any respect, they might have been normalized, more fairly to reflect 
the amounts of such deductions to be anticipated in immediately succeeding years. 

The actual amounts of these deductions taken by United in its tax returns 
are shown in the record for the year 1955, the test year presented originally by 
United. The actual amounts of these deductions for the four immediately pre- 
ceding years are likewise in the record. The evidence also shows the amounts 
set up in United’s budget for percentage depletion and intangible drilling costs 
for the year 1956. The amounts of these deductions properly to be used in a 
calculation of the income tax allowance for United’s cost of service may be 
determined from this evidence standing alone. When the amounts of these 
deductions are so found from the evidence, the amount of the resultant savings 
in Federal income taxes may be calculated from them alone by some reasonably 
fair and accurate method. When these tax savings are thus ascertained, the 
part thereof applicable to jurisdictional sales will be deducted from United’s cost 
of service beginning January 1, 1956; and United’s rates to its customers will 
be correspondingly reduced for 1956 and subsequent years. Thus, there is 
accomplished the purpose stated in the stipulation, namely, to try the reserved 
issues just as though the stipulation had never been executed. 


THE RATE REDUCTION 


There must first be found from the evidence the amounts of the percentage 
depletion allowance and the intangible drilling costs to be reflected in the caleu- 
lation of the income tax allowance in United’s cost of service for the period 
beginning January 1, 1956. The actual amounts appearing in United’s Federal 
income tax returns for both such deductions for the years 1951 to 1955, inclusive, 
are in evidence, as are the amounts of both appearing in United’s budget for 
1956. These actual tax return figures are given below, with an average thereof, 
together with the budget figures.” 


ia Intangible Percentage Intangible 


drilling costs || depletion | drilling costs 


depletion 
$1,695,273 | $2,710,861 1955 (test year) 2, 162, 927 | $648, 308 
1, 241, 497 2,770,811 || Average-- 56, 91! 2, 135, 201 
1, 463, 639 2, 612, 861 || 1956 budget... ..... 500 | 2, 311, 000 

1,71, | 1, 933, 17 1 
In its calculations of the dollar effect of a decision here against United in 
regard to percentage depletion and intangible drilling costs, the Kentucky Cities 
used the 1955 test year figure of $2,162,927 for the former, and the 1956 budget 
figure of $2,311,000 for the latter. In making a determination of such a figure 
for use in relation to the cost of service, it is not compulsory to use the test 
year figure if it be obviously abnormal. In the figures above, the 1955 test 
year figure of $2,162,927 for percentage depletion is apparently unusually large, 
while the figure of $648,308 for intangible drilling costs is apparently abnormally 
small. The respective budget figures for 1956 show that the company officials 


who estimated them likewise regarded the test year figures as being abnormal. 


Tr. 467-469. 
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It is found that the average of the 5-year-period figures shown above should 
constitute the adjusted figures for these items to be used in the calculation of 
the reduction of the Federal income tax in United’s cost of service for the period 
beginning January 1, 1956. 

The Kentucky Cities have presented a formula or method of calculation, by 
which may be determined the tax savings effected each year by United by tak- 
ing the three deductions here discussed in its income tax returns. This deter- 
mination of tax savings may be made by this method once the amounts of such 
deductions are determined. The savings, of course, are the amount of income 
tax for which United would have been liable but for the use of the deductions. 
It is found that this formula of the Kentucky Cities offers a fair means of 
ascertaining the amounts to be deducted from United’s cost of service for the 
period beginning January 1, 1956, because of the improper excesses now in the 
Federal income tax allowance thereof. United has offered no method for 
such calculation not based on the compromise figures of the stipulation, which 
are not here considered for the reasons stated above. 

In United’s proposed cost of service it has reduced its Federal income tax 
by certain deductions which it claims are all that its customers are entitled 
to. These deductions are properly given consideration in the formula of the 
Kentucky Cities. United’s brief tells of a “fair market value” of its gas 
reserves, which is over and above any costs incurred in the development and 
production of them. It claims that inasmuch as its customers have borne no 
cost in relation to this “fair market value,” they are not entitled to have the 
Federal income tax in the cost of service reduced by the amount of the percent- 
age depletion deduction taken in its tax return, by means of which United 
recovers this “fair market value” for tax purposes. In this regard United’s 
brief states: “There was only $96,720 of cost associated with the depletion 
allowance during the test year and United proposes to give the customers the 
full benefit of such cost as a tax deduction.” The amount for which the custo- 
mers have received such “full benefit” is properly deducted in the Kentucky 
Cities’ formula from the amount of the percentage depletion allowance there 
shown. Having determined the amount of the percentage depletion allowance 
to be $1,666,915 for the cost of service here, $96,720 is properly deducted there- 
from leaving a balance of $1,570,195. 

Upon the subject of intangible drilling costs, United’s brief quotes its wit- 
ness as follows: “The amount of taxes paid for the year 1955 will be less 
than the amount of taxes accrued on the books by an amount equivalent to 
the tax on the difference between $648,308 and $11,100.” Thus, it is shown 
that the customers have received the benefit of the smaller amount shown above 
as a tax deduction in United’s cost of service calculation. In the formula 
of the Kentucky Cities the intangible drilling costs are reduced by this amount, 
and they are so reduced for the purposes of this decision. It has been found 
above that the amount of the intangible drilling costs should be $2,135,201 for 
the cost of service here, and deducting therefrom the above $11,100, there re- 
sults a balance of $2,124,101. 

While using here the formula presented by the Kentucky Cities as a means 
of calculation, the basic figures have been changed as shown above. In the 
ealculation of the dollar effect of this decision there is not included the dif- 
ference shown in said formula between the liberalized depreciation taken by 
United for tax purposes and the straight line depreciation used for rate pur- 
poses, for reasons stated hereinbefore. However, this decision should con- 
tain a finding as to the amount of this dollar effect in the event that some re- 
viewing court might disagree with the principles laid down by the Commission 
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in the Amere decision. According to the brief of Kentucky Cities this dollar 
effect is $309,631, when calculated by its formula. United’s brief fixes this 
dollar effect at $322,819. It is assumed that United will not object to the find- 
ing here that the smaller amount, calculated by Kentucky Cities, is the amount 
by which Federal income taxes would be reduced in the cost of service here 
but for the decision in favor of United upon this issue. 

After ascertaining the amounts of percentage depletion and intangible drill- 
ing costs, as they are reduced by the aforesaid deductions proposed by United 
for rate purposes, the method of the Kentucky Cities applies to these amounts 
two mathematical formulas to calculate the over-all reduction of the Federal 
income tax for the cost of service, applicable to both jurisdictional and non- 
jurisdictional sales. These mathematical formulas reflect the changes in the 
rate base, and the return thereon, which result from the reduction of the Fed- 
eral income tax allowance in the cost of service. Sixty-five percent of the in- 
come tax allowance is credited against the working capital in United’s rate 
base. This fact is taken into consideration in the mathematical formulas 
here being used, as will be hereinafter shown: The percentage of 96.0169 which 
is used in the formula, is the same as would be used to calculate United’s total 
Federal income tax allowance based upon its total return. This percentage re- 
sults from the tax saving of 5.8 percent which is accomplished by the filing 
of a consolidated income tax return by United and other affiliates of the Colum- 
bia System. 

It has been hereinbefore determined that the difference in the deductions for 
Federal income tax purposes between those proposed by United and those found 
here to be acceptable for rate-making purposes, is $1,570,195 for percentage de- 
pletion and $2,124,101 for intangible drilling costs, making a total of $3,694,296. 
To this total is applied the mathematical formula of the Kentucky Cities for 
ascertaining the over-all reduction of the Federal income tax for the cost of 
service, as follows: 


Federal Tax=96.0169% [$3,694,296—6.25% (65% Federal Tax) ] 
Result: Federal Tax=—$3,413,979 


From the Federal income tax reduction of $3,413,979 there must be deducted 
the amount of the return upon the difference in the rate base resulting from 
the reduction of the Federal income tax allowance. This reduction is ascertained 
by applying the following mathematical formula: 


Reduction of Return=6.25% (65% of $3,413,979) 
Result: $138,693 


The amount of $138,693 is subtracted from the amount of $3,413,979, result- 
ing in the figure of $3,275,286. The 6.25 percent rate of return used in the above 
mathematical formulas is the same as that agreed upon in the compromise here- 
inbefore discussed, which was approved by the Commission. 

According to the formula here being used the last figure above constitutes the 
net effect on the “over-all cost of service for production and transmission.” This 
is followed in the formula by an allocation of 50 percent of said amount to “de- 
mand” and 50 percent to “commodity”, which allocation the sponsoring witness of 
the formula said he had obtained from United’s exhibits presented in its case- 
in-chief. The percentage of demand cost applicable to jurisdictional sales is 
82.576, and the percentage of commodity cost so applicable is 89.504. (United’s 
Exhibit No. 27) Fifty percent of the over-all tax figure of $3,275,286 is $1,637,643. 
The demand cost applicable to jurisdictional sales is, therefore, $1,352,300, and 
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the commodity cost so applicable is $1,465,756, making a total tax reduction in 
the cost of service applicable to jurisdictional sales of $2,818,056. 

As has been shown above, United’s cost of service for each year since January 
1, 1956 has contained $2,818,056 in invalid excesses in the amount of its Federal 
income tax allowance. This renders unjust and unreasonable the rates collected 
from its customers since January 1, 1956. Said amount is entirely in excess of a 
fair return to United upon its rate base. A reduction in United’s rates for the 
period beginning on said date, is accordingly ordered hereinafter ; and refunds to 
its customers, which reflect such rate reduction, are likewise ordered. 

All findings of fact or conclusions of law requested by any party to these pro- 
ceedings, which have not been made hereinbefore either specifically or in 
substance, are hereby denied. 

ORDER 


WHEREFORE, IT IS ORDERED, subject to review by the Commission on appeal, or 
upon the Commission’s own motion as provided in its Rules of Practice and Pro- 
cedure, that: 

(A) Within 30 days from the date of the issuance of this order, United shall 
file, in a form satisfactory to the Commission, revised tariff sheets to its F.P.C. 
Gas Tariff, Fourth Revised Volume No. 1, effective January 1, 1956, reflecting a 
reduction in its demand rates of $1,352,300 annually, and a reduction in its com- 
modity rates of $1,465,756 annually. 

(B) United shall refund, within 70 days after the date of issuance of this 
order, a total principal amount of $2,818,056 for the year 1956 and subsequent 
years. These refunds shall be based upon the allocations to demand and com- 
modity rates shown in (A) above. The refunds shall be made to those customers 
entitled thereto and shall bear interest at six percent per annum from the re- 
spective dates of payment to United of the excesses in rates here ordered to be 
refunded, to the date of the payment of the refund. United shall bear all costs 
incident to the refund. 

(C) Within 85 days from the date of issuance of this order, United shall report 
to the Commission, in writing and under oath, the amounts of the refunds, and 
to whom made, together with the details of its calculations resulting in such 
amounts; and shall serve a copy of such report upon each of its wholesale 
customers. 

DANIEL J. KELLY 
Presiding Examiner. 


Before Commissioners: Jerome K, Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


CONSOLIDATED GAS UTILITIES CORPORATION, DOCKET NO. G-19334 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 25, 1960) 


On August 28, 1959, as amended on October 29, 1959, Consolidated Gas 
Utilities Corporation (Applicant) filed in Docket No. G—19334 an application 
pursuant to Section 7(c) of the Natural Gas Act for a certificate of public 
convenience and necessity authorizing the construction and operation of field 
facilities to enable Applicant to take into its certificated main transmission 
pipeline system natural gas which will be purchased from time to time during 
the fiscal year ending October 31, 1960, at a total cost not in excess of $750,000, 
all as more fully set forth in the application. 
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The purpose of this “‘budget-type” proposal is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its pipe 


line system new supplies of gas in various producing areas generally coex- 
tensive with its system. 

Applicant will finance the cost of the proposed facilities from funds on hand. 
No new or additional sale of gas is proposed. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 14, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 

The Commission finds: 

(1) Applicant, Consolidated Gas Utilities Corporation, a Delaware corpora- 
tion having its principal place of business in Oklahoma City, Oklahoma, is a 
‘“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of January 4, 1944, in Docket No. 
G-365 (4 FPC 477). 

2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas 
from producers thereof during the period ending October 31, 1960, as proposed 
by Applicant, are required by the public convenience and necessity and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before December 31, 
1960, a statement under oath showing by projects: (a) names of fields con- 
nected, (b) estimates of gas supplies attached, (c) a description of the project 
or projects that have been constructed pursuant to the authorization granted 
hereinafter, (d) the location of said project or projects, (e) the costs of the 
facilities so constructed, and (f) the names of the independent producers 
involved, together with the respective dates of the gas sales contracts and 
the docket numbers of the related producer certificate applications. 

(6) The authorization granted hereinafter should be limited to construc- 
tion during the period ending October 31, 1960, and the total expenditure for 
facilities to be constructed hereunder should be limited to $750,000, with no 
single project to exceed a cost of $100,000. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate granted hereinafter and to the exercise of the rights 
granted thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Consolidated Gas Utilities Corporation to construct 
and operate the proposed facilities to take natural gas from producers thereof 
during the period ending October 31, 1960, all as more fully described in the 
application in this proceeding, as amended, upon the terms and conditions of 
this order. 

(B) Applicant shall submit, on or before December 31, 1960, a statement 
under oath showing by projects: (a) names of fields connected, (b) estimates 
of gas supplies attached, (c) a description of the project or projects that have 
been constructed pursuant to the authorization granted in paragraph (A) 
above, (d) the location of said project or projects, (e) the cost of the facilities 
so constructed, and (f) the names of the independent producers involved. 
together with the respective dates of the gas sales contracts and the docket 
numbers of the related producer certificate applications. 

(C) The authorization granted in paragraph (A) above is hereby limited 
to construction during the period ending October 31, 1960, and the total expendi- 
ture for facilities to be constructed hereunder is hereby limited to $750,000, 
with no single project to exceed a cost of $100,000. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the exer- 
cise of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE MANUFACTURERS LIGHT & HEAT COMPANY, DOCKET NO. G-19962 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 25, 1960) 


The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation with a principal office in Pittsburgh, Pennsylvania, filed an applica- 
tion in Docket No. G—19962, on October 22, 1959, pursuant to Section 7 of the 
Natural Gas Act, for authorization to construct and operate 20 feet of 2-inch 
service line and regulating and measuring station on its 12-inch interstate trans- 
mission Line No. 7337 in Carroll Township, Washington County, Pennsylvania, 
about % of a mile northwest of the Town of Donora, all as more fully described 
in the application on file with the Commission. 

Applicant states the proposed facilities will serve natural gas on an inter- 
ruptible basis to an existing plant of Burrell Construction and Supply Com- 
pany (Burrell), adjacent to Applicant’s existing pipeline. Burrell operates 
a rotary drying kiln in the manufacture of asphalt slag. 

The annual and maximum daily requirements of this industrial customer 
are estimated respectively at 20,070 Mcf and 200 Mcf @ 14.73 psia. Applicant 
expects this load to be seasonal with the maximum daily deliveries in summer 
months, and states that on plus 11° F days in the 1959-1960 winter the pro- 
posed maximum daily delivery can be met without curtailing the requirements 
of its other customers in the Donora area. 

Total cost of the proposed facilities is estimated at $7,600, which Applicant 
proposes to finance from funds on hand. 
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Gas supply is not an issue in this proceeding since the volumes of gas involved 
should not appreciably affect Applicant’s over-all system gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 14, 1960, respecting the matters involved in, and the issues presented 
by the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Pennsylvania corporation, having its principal place of busi- 
ness in Pittsburgh, Pennsylvania, is a “natural-gas company” within the mean- 
ing of the Natural Gas Act as heretofore found by the Commission. 

(2) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used 
in the transportation of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(1), (ce) (3), (c) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the issuance of the certificate referred to in paragraph (3) 
above and to the exercise of the rights granted thereunder, and that the time 
within which installation of the facilities authorized by this order should be 
completed and the said facilities placed in actual operation should be fixed at 4 
months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (1), (ce) (3), (c) (4) and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (A) hereof and to the exercise of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations is hereby fixed at 4 months from the 
date on which this order issues. 

(D) Deliveries of natural gas to Burrell Construction and Supply Company 
shall not exceed 200 Mcf daily. 


676—-806—64——_16 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G-19954 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued January 25, 1960) 


On October 20, 1959, supplemented on November 6, 1959, Panhandle Eastern 
Pipe Line Company (Applicant) filed in Docket No. G—19954 an application pur- 
suant to Section 7(c) of the Natural Gas Act for a certificate of public conven- 
ience and necessity authorizing the construction and operation of 3.5 miles of 
4-inch lateral pipeline, and necessary appurtenant facilities, extending from a 
point on Applicant’s main line “200” north to the Newport Chemical Plant of 
Food Machinery and Chemical Corporation in Vermillion County, Indiana. 

Applicant proposes to deliver through the subject facilities up to a maximum 
of 304 Mcf of natural gas per hour to Newport on an interruptible basis for use 
in the production of certain classified materials for the Department of Defense 
under a contract dated September 1, 1959, which guarantees the purchase of a 
minimum of 1,688,500 Mcf of gas by Newport from Applicant. 

The estimated cost to Applicant of the proposed facilities is $85,000, to be 
defrayed from cash on hand. 

No appreciable effect on Applicant’s system reserves is anticipated in view of 
the relatively small quantity of gas involved. Since the proposed service is inter- 
ruptible, it should have no adverse effect on Applicant’s firm service. 

Temporary authority to construct and operate the proposed facilities and to 
deliver up to 304 Mcf of natural gas per hour to the Newport Chemical Plant 
as proposed in the application herein was granted to Applicant on November 18, 
1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 12, 1960, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Panhandle Eastern Pipe Line Company, a Delaware corporation 
having its principal place of business in Kansas City, Missouri, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of October 17, 1945, in Docket No. G—254 (4 FPC 1081). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation, as supplemented herein, are proposed to be used in the transportation and 
delivery of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 
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(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1), (c) (3), (¢e) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder. 

(6) The volume of natural gas to be delivered to the Newport Chemical Plant 
by Applicant should be limited to a maximum of 304 Mcf per hour, the estimate 
in the application, which should be subject to interruption pursuant to the 
provisions of Applicant’s applicable FPC Gas Tariff. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Panhandle Eastern Pipeline Company to construct 
and operate the facilities hereinbefore described, all as more fully described in 
the application in this proceeding, as supplemented, for the transportation and 
delivery of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) The general terms set forth in paragraphs (b), (c) (1), (¢c) (3), (ce) (4) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act shall attach to the certificate granted in paragraph (A) above and 
to the exercise of the rights granted thereunder and Applicant shall complete 
the facilities and commence the authorized service within 4 months of the 
date of this order. 

(C) The volume of natural gas to be delivered by Applicant to the Newport 
Chemical Plant is hereby limited to a maximum of 304 Mcf per hour, which 


shall be subject to interruption pursuant to the provisions of Applicant’s applica- 
ble FPC Gas Tariff. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET NO. G—19670 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 25, 1960) 


On October 8, 1959, Texas Eastern Transmission Corporation (Applicant) filed 
in Docket No. G—19670 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction and operation of field facilities to enable Applicant to take into 
its certificated main pipeline system natural gas which will be purchased from 
producers in the general area of its existing transmission system from time 
to time during the calendar year 1960. 

The purpose of this “budget-type”’ proposal is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its existing 
pipeline system new supplies of gas in various producing areas generally coex- 
tensive with said system. 

The total cost of the facilities proposed herein is not to exceed $4,000,000, 
which is Applicant’s estimate, for budget purposes, of its investment to be 
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made in field facilities during the calendar year 1960, exclusive of such facilities 
as are the subject of existing certificate applications. Applicant has agreed to a 
limitation of $500,000 as the maximum cost of any single project under this 
proposal. Financing will be from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 14, 1959, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Texas Eastern Transmission Corporation, a Delaware cor- 
poration having its principal place of business in Shreveport, Louisiana, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order issued March 30, 1949, in Docket 
No. G—1098 (8 FPC 228). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder, 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1960, as proposed by Applicant, are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1961, a 
statement under oath showing by projects: (a) names of fields connected, 
(b) estimates of gas supplies attached, (c) a description of the project or 
projects constructed pursuant to the authorization granted hereunder, (d) the 
location of said project or projects, (e) the costs of the facilities so constructed, 
and (f) the names of the independent producers involved, together with the 
respective dates of the gas sales contracts and the docket numbers of the related 
producer certificate applications. 

(6) The authorization granted hereinafter should be limited to construction 
during the calendar year 1960, and the total expenditures for facilities to be 
constructed hereunder should be limited to $4,000,000, with no single project to 
exceed a cost of $500,000. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act should attach to the certificate 
issued hereinafter and to the exercise of the rights granted thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Sec- 
tion 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Eastern Transmission Corporation to construct 
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and operate the proposed facilities to take natural gas from producers thereof 
during the calendar year 1960, all as more fully described in the application in 
this proceeding, upon the terms and conditions of this order. 

(B) Applicant shall submit, on or before March 1, 1961, a statement under 
oath showing by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects constructed pur- 
suant to the authorization granted in paragraph (A) above, (d) the location of 
said project or projects, (e) the costs of the facilities so constructed, and (f) 
the names of the independent producers involved, together with the respective 
dates of the gas sales contracts and the docket numbers of the related producer 
certificate applications, 

(C) The authorization granted in paragraph (A) above is hereby limited 
to construction during the calendar year 1960, and the total expenditures for 
facilities to be constructed hereunder shall be limited to $4,000,000, with no 
single project to exceed a cost of $500,000. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the exercise 
of the rights granted thereunder. 





Before Commissioners: Jerome K. Kuykendall. Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION AND THE 
MANUFACTURERS LIGHT & HEAT COMPANY, DOCKET NO. G-19531 





FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued January 25, 1960) 



























On September 24, 1959, supplemented on November 3 and on November 5, 
1959, Transcontinental Gas Pipe Line Corporation (Transco) and The Mant- 
facturers Light and Heat Company (Manufacturers) filed in Docket No. G-19531 
a joint application pursuant to Section 7(c) of the Natural Gas Act for cer- 
tificates of public convenience and necessity authorizing the exchange of natural 
gas between Applicants at three existing points of interconnection of their 
two systems, namely, at Downingtown, Chester County, at Martin’s Creek, 
Northampton County, and at Tamarack, Clinton County, all in Pennsylvania, 
and at a proposed fourth point near Muncy, Lycoming County, Pennsylvania, 
all as more fully set forth in the application, as supplemented. 

Pursuant to an agreement dated September 3, 1959, Transco and Manufac- 
turers desire to exchange volumes of natural gas as may be necessary to main- 
tain adequate service to their respective existing customers in the areas involved 
herein. 

Transco also seeks herein authority to construct and operate metering and 
regulating facilities near Muncy where Transco’s Leidy Line passes close to the 
system of Scranton-Spring Brook Water Service Company, a customer of Manu- 
facturers, at a cost of approximately $18,000, and to enlarge Transco’s metering 
station at Martin’s Creek at an estimated cost of $38,000, all in order to carry 
out the proposed exchanges of gas. This total cost will be financed from cash 
on hand. 

Scranton-Spring Brook Water Service Company, which will construct a 
short lateral line from its system to Transco’s system at Muncy, filed on Decem- 
ber 23, 1959, a petition to intervene in this proceeding fully supporting the 
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application herein. Transco would deliver gas under the exchange arrange 
ment to Scranton-Spring Brook for the account of Manufacturers. 

On November 20, 1959, Transco and Manufacturers were each granted tem- 
porary authority to perform the acts as applied for in their joint application. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 12, 1960, respecting the matters involved in and the issues presented 
by the application herein. No opposing petition to intervene or protest to the 
granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 

(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation having its principal place of business in Houston, Texas, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of April 28, 1950, in Docket No. 
G-1277 (9 FPC 32). 

(2) Applicant, The Manufacturers Light and Heat Company, a Pennsylvania 
corporation having its principal place of business in Pittsburgh, Pennsylvania, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of December 29, 1944, in Docket 
No. G—593, et al. (4 FPC 821). 

(3) The construction and operation of natural gas facilities as proposed 
by Transco, and the proposed exchange of natural gas between Transco and 
Manufacturers, as hereinbefore described and as more fully described in the 
joint application in this proceeding, will be subject to the jurisdiction of the 
Commission and therefore subject to the requirements of Subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(4) Applicants are willing and able properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(5) The construction and operation of facilities as proposed by Transco and 
the proposed exchange of natural gas between Transco and Manufacturers are 
required by the public convenience and necessity and certificates therefor 
should be issued, as hereinafter ordered and conditioned. The proposed 
exchanges should be made only when they will not impair firm service to 
Applicant’s customers. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1), (ce) (8), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificates hereinafter issued to Applicants and 
to the exercise of the rights granted thereunder. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing the construction and operation of natural gas facilities 
as proposed by Transcontinental Gas Pipe Line Corporation, and the proposed 
exchange of natural gas between Transco and The Manufacturers Light and 
Heat Company, as hereinbefore described and as more fully described in the 
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joint application in this proceeding, only when such exchanges will not impair 
firm service to Applicant’s customers. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (1), 
(c) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the certificates issued in paragraph (A) 
above and to the exercise of the rights granted thereunder and Transco shal) 
complete its proposed facilities within 4 months of the date of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-12580 


ORDER DENYING REHEARING 
(Issued January 26, 1960) 


On December 28, 1959, Southern California Edison Company (Edison), filed 
a petition for rehearing of the Commission’s Opinion No. 333, issued November 27, 
1959, 22 FPC 900, in the above entitled proceeding. By Opinion No. 333, we is- 
sued a certificate of public convenience and necessity to El Paso Natural Gas 
Company (El Paso) to construct and operate the necessary mainline facilities to 
transport and sell an additional 100,000 Mcf per day of natural gas to Southern 
California Gas Company and Southern Counties Gas Company (hereinafter 
referred to collectively as Southern). Edison contends that we exceeded our 
jurisdiction by considering the end use of the gas if purchased by Edison and by 
refusing to certificate a direct sale to Edison as was proposed in the original 
application. Edison further contends that it was denied due process because of 
our authorization of the sale to Southern which had not made application to 
purchase the gas. 

It is our duty to determine if a proposed service meets the requirements of 
the public interest and is required by the public convenience and necessity. We 
concluded that the proposal as set forth in the original application was not re- 
quired by the public convenience and necessity. Our primary reason for finding 
the original proposal to be contrary to the public interest was not solely based 
on the end use of the gas as contended by Edison. 

El Paso, as we indicated in our decision, has only a bare minimum of reserves 
and is experiencing difficulty in maintaining and adding to these reserves. The 
entire record shows that in the area served by El Paso there is a great need 
and demand by all types of customers for additional gas. In such a situation 
it would not be in the public interest to have El Paso commit a substantial 
portion of its reserves to one customer for one type of service over a relatively 
long period of time. The very nature of the application indicates an attempt 
by Edison to obtain preferential treatment over other users and would-be users 
of gas in a critical area, Southern California.’ 

Having concluded that the proposal as set forth in the application was not 
required by the public convenience and necessity the next question was whether 


1To Edison’s contention that this case is identical with the Consolidated Edison case 
(Consolidated Edison v. F.P.C., 271 F. 2d 942) we would point out first that we feel that 
the public interest requires that until the Supreme Court or other courts have affirmed 
the Third Circuit decision we should continue to consider the elements which we did 
therein (see El Paso Natural Gas Company, 19 FPC 154, affirmed 267 F. 2d 405), and 
Second, that case involved only transportation service for gas owned by Consolidated 
Edison ; whereas this case in addition to the considerations present in the Consolidated 
Edison case, involves a commitment and sale of a large portion of the reserves belonging 
to an interstate pipeline which has a bare minimum of reserves for its other services. 
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the entire application should simply be denied or whether through the im- 
position of reasonable and feasible conditions some part of the proposal should 
still be granted in the public interest. Edison had an opportunity to make out 
its case, and having failed to show that the proposal it supported was required 
by the public convenience and necessity, Edison had had due process. 

The consolidated record showed a very vital need for more gas by many Cali- 
fornia consumers. No change in the facilities as proposed was necessary to 
make more gas available to all of these customers, including Edison. With a 
clear record before us, there would be no point in holding additional hearings 
when the imposition of one condition would accomplish that which, contrary to 
Edison’s proposal, was in the public interest. Every necessary element was 
present in the existing record. El Paso had shown the supply and feasibility 
requirements for delivery to Southern at the California border. The need for 
the gas was clear from the consolidated record and supported by the arguments 
of the intervenors. 

The fact that the condition imposed by us required a change in the contractual 
arrangements between the parties does not render the condition invalid or be 
yond our jurisdiction to impose. Florida Economic Advisory Council v. F.P.C., 
251 F. 2d 643, certiorari denied 356 U.S. 959. We should also point out that 
the only party to the contract in these proceedings with any actual investment 
in the project, El Paso, has accepted the conditioned certificate and commenced 
construction of the authorized facilities without questioning our power to 
require the necessary contractual changes. 


The Commission further finds: 


The petition of the Southern California Edison Company for rehearing filed 
December 28, 1959, in the above case sets forth no new facts or legal considera- 


tions which were not fully considered by the Commission prior to the issuance 
of Opinion No. 333 or which having now been considered warrant any modifica- 
tion of said opinion and order issued therein on November 27, 1959. 


The Commission orders: 


The petition for rehearing filed by the Southern California Edison Company 
on December 28, 1959, in the above case is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, DOCKET NOS. 
G-14829, G-17094; UNITED CITIES GAS COMPANY, DOCKET NO. G- 
16215; SHELL OIL COMPANY, DOCKET NO. G-16766; HORACE C. HAR- 
GRAVE, ET AL., DOCKET NOS. G-17035, G-17036; SOUTH TEXAS NAT- 
URAL GAS GATHERING COMPANY, DOCKET NO. G-17050; SUNRAY 
MID-CONTINENT OIL COMPANY, DOCKET NO. G-17051; UNION PRO- 
DUCING COMPANY, DOCKET NO. G-17087; ROY H. BETTIS AND G. 
FREDERICK SHEPHERD, DOCKET NO. G-17091. 


ORDER DENYING REHEARING 
(Issued January 26, 1960) 


On December 28, 1959, the Public Service Commission of the State of New 
York filed a petition for rehearing and reconsideration of the Commission’s order 
issued December 1, 1959, 22 FPC 979, in the above entitled proceedings. By 
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that order we adopted the presiding examiner’s decision issuing certificates to 
Texas Illinois Natural Gas Pipeline Company (Texas Illinois) and South Texas 
Natural Gas Gathering Company (South Texas) to construct and operate facili- 
ties for the gathering and transporting of natural gas and to six independent 
producers of natural gas for sales to Texas Illinois and South Texas. 

The New York Commission is not a party to these proceedings.’ In addition 
the petition of the New York Commission does not allege or show in what 
manner it is aggrieved by our order. Nor can we ascertain in what way our 
authorization of pipeline facilities and producer sales for services in Chicago 
and the Midwest, with no sales to be made within several hundred miles of 
New York State, has aggrieved the New York Commission. Under Section 19 
of the Natural Gas Act this would be sufficient reason for denying the petition. 

Turning to the merits of the petition, as petitioner requests us to do regard- 
less of its status in the case, we find that there are no contentions set forth 
which would cause us to change our order of December 1, 1959. The entire 
petition is drawn in terms of vague generalities both as to the issue of peti- 
tioner’s status and the objections to our order on the merits. The specificity of 
grounds required by Section 19(a) of the Act and Rule 1.34 of our Rules of 
Practice and Procedure is notably absent. Petitioner does not take issue with 
any of the facts introduced at the hearing nor does petitioner allege that it is 
in possession of any additional relevant evidence. 


The Commission further finds: 

The petition of the Public Service Commission of the State of New York 
for rehearing and reconsideration filed December 28, 1959, in the above case 
is without merit and sets forth no new facts or legal considerations which 
were not fully considered by the Commission prior to the issuance of our order 


of December 1, 1959, or which having now been considered warrant any modi- 
fication of said order. 


The Commission orders: 


The petition for rehearing filed by the Public Service Commission of the 
State of New York on December 28, 1959, in the above case is hereby denied. 
Commissioner Connole dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


COLORADO INTERSTATE GAS COMPANY, DOCKET NO. G—19395 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDON MENT 


(Issued January 27, 1960) 


Colorado Interstate Gas Company (Applicant), a Delaware corporation with 
a principal office in Colorado Springs, Colorado, filed an application on Septem- 


1The New York Commission was granted limited intervention for the purpose of show- 
ing a substantive interest in these proceedings by our order of March 26, 1959, 21 FPC 396. 
By our order of April 27, 1959, 21 FPC 581, we denied the New York Commission’s appli- 
cation for subpoenas and by our order of July 16, 1959, 21 FPC 95, denied reconsideration 
of the two prior orders. An appeal from these orders is now pending in the Court of 
Appeals for the District of Columbia. Public Service Commission of the State of New 
York v. F.P.C., No. 15366. Our motion to dismiss this appeal was filed November 4, 1959, 
and is presently pending before the Court. 
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ber 8, 1959, and supplemented on October 16, 1959, pursuant to Section 7 of 
the Natural Gas Act, for a certificate of public convenience and necessity to 
construct, operate and relocate facilities and for authority to sell to the City 
of Colorado Springs certain lateral line and metering facilities in and near 
Colorado Springs, Colorado, and to abandon certain other facilities in the same 
area. The construction, relocation, sale and retirement of facilities are in 
connection with Applicant’s proposed sale of facilities to the City. The entire 
proposal is a rearrangement of existing gas service by Applicant to the City. 
The proposals are more fully described in the application, and supplement, on 
file with the Commission. The facilities to be transferred to the City will be 
sold at a price equivalent to their depreciated original cost at date of transfer. 

Applicant states it is not requesting increased main line capacity or proposing 
new or additional gas service and that no customers will be deprived of service 
as a result of the proposed sale and retirement of facilities. Applicant further 
states it now serves the City through three laterals, designated the North 
Lateral, the South Lateral and the South Loop Lateral, all owned and operated 
by Colorado and extending westward from three points of connection with 
Colorado’s main Panhandle-Denver pipeline to the City’s distribution system. 

Applicant proposes to: 

(1) Sell to the City (a) its North Lateral consisting of 6 miles of 10-inch pipe- 
line; (b) the South Loop Lateral consisting of 6.3 miles of 8-inch pipeline; (c) 
4.1 miles of the South Lateral and (d) 220 feet of 6-inch pipeline which by- 
passes the City’s Power Plant No. 1. 

(2) Retire from service two meter stations now attached to the western 
termini of the North, South Loop and South Laterals and construct in lieu 
thereof two new meter stations to be connected, at Applicant’s main line, to 
the North Lateral and the South Loop Lateral at their eastern termini; retire 
from service 2.1 miles of the existing 8-inch South Lateral and the Peterson Air- 
field meter station located between the main line and the western end of 
Peterson Airfield. The airfield is now served by the City with gas received 
from the portion of the South Lateral to be retired. After the transfer and 
retirement of facilities, the City will continue service to Peterson with gas 
received from the South Loop Lateral. 

(3) Sell to the City the Fountain Valley School metering station and a 0.9 
mile portion of the Fountain Valley School 2-inch lateral now used by Applicant 
to serve the school directly, just south of the City. In addition, Colorado pro- 
poses to abandon its direct service to the Fountain Valley School and transfer 
this customer to the City. 

(4) Construct and operate 1.5 miles of 8-inch lateral and a new meter 
station, to be known as the Security Lateral, which will replace in the same 
location the remaining 1.5 miles of the 2-inch Fountain Valley School Lateral to 
be abandoned in place. 

The proposed 8-inch Security Lateral will replace 1.5 miles of the present 
2-inch Fountain Valley School Lateral. At the present time, the Village of 
Security located near the school is served by the City through its 5-inch line 
from the south terminus of its Fort Carson lines. Flow in the 5-inch line will 
be reversed and gas for Security will be provided through the new 8-inch 
Security Lateral which will also serve the school. The capacity of the lateral 
to be constructed is required by the present service to existing customers. The 
Village of Security has a peak day demand of 3,958 Mcf and annual require- 
ments of approximately 869,760 Mcf. The construction of the Security Lateral 





FEDERAL POWER COMMISSION 217 


will create a new delivery point to the City, which it is claimed, will result in 
a saving to the City by making it unnecessary to build additional distribution 
facilities to serve the expanding load in the area. 

Applicant estimates the total cost of facilities to be constructed, including 
the three meter stations and the Security Lateral, to be $196,908. The original 
cost of the facilities to be transferred to the City is shown on Applicant’s books 
as of June 30, 1959, to be $261,163. Estimated depreciated cost as of September 
30, 1960, the latest date for transfer of the facilities, is $177,302. The original 
cost of the facilities to be retired as of June 30, 1959, is shown to be $94,329 and 
the depreciated cost as of September 30, 1960, is estimated to be $64,907. Appli- 
cant will retain all salvagable equipment for future use. 

Applicant estimates a net annual reduction of about $22,078 in its cost of serv- 
ice after the proposed sale, construction, and retirement of facilities takes place. 
Applicant will continue to render service to the City under its currently effective 
rates. 

Gas supply is not an issue in this proceeding since the volumes of gas involved 
should not appreciably affect Applicant’s over-all system reserves. 

No one will be deprived of service by the abandonment and transfer of 
facilities. 

Temporary authority to construct and operate the facilities constituting the 
Security Lateral and the Security metering station as proposed in the applica- 
tion herein was granted to Applicant on November 19, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 13, 1960, respecting the matters involved in, and the issues presented by 
the application and supplement filed herein, No petition to intervene or protest 
to the granting of the application has been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and that the 


Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, having its principal place of business 
in Colorado Springs, Colorado, is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore fonnd by the Commission. 

(2) The facilities, proposed to be abandoned, as hereinbefore described and 
as more fully described in the application herein, are used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission and such abandonment is subject to the requirements of Sub- 
section (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by the 
public convenience and necessity and permission and approval therefor should 
be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used in 
the transportation and sale of natural gas in interstate commerce subject to 
the jurisdiction of the Commission, and the construction and operation thereof 
by Applicant are subject to the requirements of Subsections (c) and (e) of See- 
tion 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 
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(6) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(1), (c) (3), (¢c) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the issuance of the certificate referred to in paragraph (5) 
above and to the exercise of the rights granted thereunder, and that the time 
within which installation of the facilities authorized by this order should be 
completed and the said facilities placed in actual operation should be fixed at 
12 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment of the facilities here- 
inbefore described, as more fully described in the application and exhibits in 
this proceeding, is hereby granted to Applicant. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities here- 
inbefore described, as more fully described in the application and exhibits in 
this proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (1), (c) (3), (¢) (4) and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (B) hereof and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations is hereby fixed at 12 months from 
the date on which this order issues. 

(E) Applicant shall advise the Commission of the date of abandonment of the 
facilities within 10 days of the date of such abandonment. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PACIFIC POWER & LIGHT COMPANY, DOCKET NO. E-6920 


ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued January 27, 1960) 


Pacific Power & Light Company (Applicant), a corporation organized under 
the laws of the State of Maine and doing business in the States of Oregon, 
Washington, Wyoming, Montana, and Idaho, with its principal business office at 
Portland, Oregon, filed an application on December 22, 1959, as supplemented 
January 8, 1960, for authority, pursuant to Section 204 of the Federal Power 
Act, to issue unsecured Promissory Notes in the aggregate principal amount 
of $20,000,000 outstanding at any one time. 
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The proposed Notes will be issued by Applicant to various banks pursuant 
to a Credit Agreement, dated December 17, 1959, as follows: 


Amount of 
Banke 


commitment 
Morgan Guaranty Trust Company of New York 
The Chase Manhattan Bank 
The First National City Bank of New York 
Mellon National Bank and Trust Company 


Continental Illinois National Bank and Trust Company of Chicago. 1,600, 000 
The Hanover Bank 


1 Morgan Guaranty Trust Company of New York, through separate agreements, will 
give participation in the notes to the following West Coast banks: 


First National Bank of Oregon $400, 000 
United States National Bank of Portland 

Bank of California N.A. (Portland Branch) 

National Bank of Commerce of Seattle. 

Seattle-First National Bank 


The proposed Notes are to be dated as of the dates of the borrowings and 
are to mature 11 months after their dates or on July 31, 1961, whichever shall 
be earlier. Each of the proposed Notes will bear interest at a rate equivalent 
to the prime commercial rate of interest of Morgan Guaranty Trust Company 
of New York prevailing from time to time. During the time when Notes are 
outstanding Morgan Guaranty Trust Company will furnish to the Applicant, 
written notice of each change in its prime commercial rate of interest. The ap- 
plication states that none of the Notes proposed to be issued will be resold to the 
general public, and that no finder’s fee or other negotiation fee, commission or 
remuneration will be paid in connection therewith to any third person. 

A commitment fee of 4% of 1% per annum will be paid on unused available 
credit. The Applicant will have the right to surrender all or any part of the 
credit at any time, and, thereafter, the amount so surrendered will not be 
taken into account for the purpose of calculating the commitment fee. The 
Applicant, also, will have the right to prepay the notes in whole or in part at 
any time without premium. 

The proceeds from the Notes will be used to finance temporarily a portion 
of Applicant’s construction expenditures for 1960 and 1961, estimated to be 
$61,000,000, as follows: 

REGULAR CONSTRUCTION 
Production plant 
Transmission plant. 
Distribution plant 
Steam heating utility facilities 83, 000 
Water utility facilities 
Telephone utility facilities 1, 397, 000 
General plant and contingencies 


Subtotal 
Wyoming steam plants 


Major transmission facilities 
Investigation, development, building and other. 
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The Applicant states that the proposed Notes will be retired through the sale 
of permanent securities, including equity securities of the Company, but that 
the timing and method of sale of such permanent securities are not presently 
determinable. 

Written notice of the application has been given to the Idaho Public Utilities 
Commission, the Montana Board of Railroad Commissioners, the Washington 
Public Service Commission, the Wyoming Public Service Commission, the Oregon 
Public Utility Commissioner, and to the Governors of each of those States. 
Notice has also been given by publication in the Federal Register on January 8, 
1960 (25 FR 156), stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 
before January 22, 1960, with the Federal Power Commission, Washington 25, 
D.C. No protest, petition or request to be heard in opposition to the granting 
of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore determined and set forth in the Commission’s order issued April 24, 
1958, In the Matters of The California Oregon Power Company and Pacific 
Power & Light Company, 19 FPC 573. 

(2) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $20,000,000, all as described above, will constitute an issuance of 
securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $20,000,000, all as described above, will be in excess of 5% of 
the par value of the other securities of Applicant, and, therefore, will not be 
exempt by virtue of Section 204(e) from the requirements of Section 204(a) 
of the Act. 

(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State Commission 
within the meaning of Section 204(f) of the Act, and the proposed issuance 
is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(5) The proposed issuance of Promissory Notes is exempt from the com- 
petitive bidding requirements of Section 34.la of the Commission’s Regulations 
under the Federal Power Act by reason of Paragraph 34.la(a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance by Applicant of Promissory Notes in the aggre- 
gate principal amount of $20,000,000, outstanding at any one time, upon the 
terms and conditions and for the purposes set forth in the application, all as 
described above, is hereby authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of all 
Notes to be issued pursuant hereto, being not later than July 31, 1961. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
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accounts, valuation, estimates or determinations of cost or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G~—19981 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 27, 1960) 


On October 28, 1959, Tennessee Gas Transmission Company (Applicant) 
filed in Docket No. G—19981 an application pursuant to Section 7(c) of the 
Natural Gas Act for a certificate of public convenience and necessity authorizing 
the construction and operation of field compression facilities, and appurtenant 
equipment, from time to time during the calendar year 1960, as may be neces- 
sary to enable Applicant to take from presently connected production fields 
natural gas which would otherwise be lost to Applicant due to declining well- 
head pressures and other production and operating problems, at a total cost not 
in excess of $1,500,000, with no single project to exceed a cost of $400,000, all 
as more fully set forth in the application. 

The purpose of this “budget-type” proposal is to enable Applicant to realize 
maximum recovery and full utilization of natural gas reserves presently under 
contract to Applicant, thus assuring the maintenance of its natural gas service. 

Applicant will finance the cost of its proposed facilities from funds on hand. 
No new or additional sale of gas is proposed. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 14, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Tennessee Gas Transmission Company, a Delaware corpora- 
tion having its principal place of business in Houston, Texas, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued February 14, 1947, in Docket No. G-805 
(6 FPC 416). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the field compression facilities and 
appurtenant equipment during the calendar year 1960 as proposed by Appli- 
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cant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit on or before March 1, 1961, a 
statement under oath showing: (a) a description of the project or projects that 
have been constructed pursuant to the authorization granted hereinafter, (b) 
the location of said project or projects, (c) the costs of the facilities so con- 
structed, and (d) flow diagrams and other pertinent data showing the necessity 
of installing each of the projects so constructed. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate issued hereinafter and to the exercise of the rights granted 
thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the calendar year 1960, and the total expenditures for facilities to be 
eonstructed hereunder should be limited to $1,500,000, with no single project to 
exceed a cost of $400,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Tennessee Gas Transmission Company to construct 
and operate the proposed field compression facilities and appurtenant equipment 
during the calendar year 1960, all as more fully set forth in the application in 
this proceeding, upon the terms and conditions of this order. 

(B) Applicant shall submit on or before March 1, 1961, a statement under 
oath showing: (a) a description of the project or projects that have been con- 
structed pursuant to the authorization granted in paragraph (A) above, (b) 
the location of said project or projects, (c) the costs of the facilities so con- 
structed, and (d) flow diagrams and other pertinent data showing the neces- 
sity of installing each of the projects so constructed. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exer- 
cise of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited 
to construction during the calendar year 1960, and the total expenditures for 
facilities to be constructed hereunder is hereby limited to $1,500,000, with no 
single project to exceed a cost of $400,000. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


DUKE POWER COMPANY, DOCKET NO. E-6919 










ORDER AUTHORIZING THE ISSUANCE OF FIRST AND REFUNDING MORTGAGE BONDS 
(Issued January 28, 1960) 


Duke Power Company (Applicant), a corporation organized under the laws 
of the State of New Jersey and doing business in the States of North Carolina 
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and South Carolina, with its principal place of business at Charlotte, North 
Carolina, filed an application on December 21, 1959, as amended January 12, 
1960, for an order, pursuant to Section 204 of the Federal Power Act, author- 
izing the issuance and sale at competitive bidding of $50,000,000, principal 
amount of First and Refunding Mortgage Bonds, Series due 1990. 

Applicant proposes to issue the Bonds under its Indenture of First and Re 
funding Mortgage, dated as of December 1, 1927, as heretofore supplemented 
and as to be further supplemented by a proposed Sixth Supplemental Inden- 
ture to be dated as of February 1, 1960. 

Applicant proposes, on or about February 5, 1960, to invite sealed, written 
bids for the purchase of the proposed Bonds by newspaper publication and by 
distribution of a Form of Proposal, together with a statement of terms and 
conditions relating thereto and a form of purchase contract. 

Each bid, whether made by a single bidder or a group of bidders, must be 
for the purchase of all the Bonds, and must be in writing on the Form of Pro 
posal provided by Applicant. Each bid must specify (1) the interest rate to 
be borne by the Bonds, which rate shall be a multiple of 4th of 1%; (2) the 
price exclusive of accrued interest to be paid to Applicant for the Bonds, which 
price shall be expressed as a percentage of the principal amount of the Bonds 
but not less than 100% thereof; and (3) that Applicant shall be paid the 
amount of the accrued interest on the Bonds from February 1, 1960, to the 
date of payment therefor and delivery thereof. Each bid must be accompanied 
by a certified or bank cashier’s check or checks in the aggregate amount of 
$2,500,000. 

Unless postponed, all bids for the purchase of the proposed Bonds under 
Applicant’s present time schedule must be presented to Applicant before 11:00 
A.M., Eastern Standard Time, on February 18, 1960, at Room 2322, No. 15 Broad 
Street, New York 5, New York. Unless Applicant shall reject all bids for the 
proposed issuance of Bonds (which it reserves the privilege to do) or shall 
exclude a bid or bids for reasons specified in the statement of terms and con- 
ditions, it will accept the bid which provides it with the lowest annual cost 
of money. 

The net proceeds to be obtained from the contemplated issuance of Bonds 
will be utilized to finance, in part, Applicant’s current construction program 
and to reimburse (in whole or in part) its treasury for expenditures heretofore 
made and to be made by it for such purpose between September 1, 1959, and 
February 29, 1960 (the date on which the proceeds from the proposed issuance 
of Bonds are anticipated to be available), including payment of any outstanding 
short-term promissory notes already issued’ or hereafter to be issued by Appli- 
cant under the provisions of Section 204(e) of the Federal Power Act or pursuant 
to the recent authorization of the Commission issued December 9, 1959, in Docket 
No. E-6906, wherein the Commission authorized Applicant to issue not to exceed 
$76,000,000, aggregate principal amount of Promissory Notes, outstanding at any 
one time. Applicant consents to the termination of such authorization effective 
immediately after the delivery of the proposed Bonds to the purchasers and 
receipt by Applicant of the proceeds from the sale thereof. Applicant’s construc- 
tion program is presently estimated to require total expenditures of approxi- 
mately $100,300,000 during the period September 1, 1959, through December 31, 
1960, and about $155,300,000 through December 31, 1961. The present program 
is expected to add 1,095,000 kw of steam and hydro-electric generating capacity 


1 Applicant had outstanding, as of December 28, 1959, a total of $18,300,000, principal 
amount of Promissory Notes. 


676-806—64——-17 
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and approximately 133 miles of 230 kv transmission lines, along with increased 
mileage also in lower voltage transmission lines.” 

Written notice of the application has been given to the North Carolina Utilities 
Commission and the South Carolina Public Service Commission, and to the 
Governor of each of those States. Notice has also been given by publication in 
the Federal Register on January 5, 1960 (25 F.R. 67), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before January 18, 1960, with the Federal 
Power Commission, Washington 25, D.C. No protest, petition or request to be 
heard in opposition to the granting of the application has been received. 

The North Carolina Utilities Commission, by order issued December 31, 1959, 
and the South Carolina Public Service Commission, by order dated December 
22, 1959, approved the proposed issuance and sale of Bonds in the manner and 
for the purposes set forth above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore described and set forth in the Commission’s order issued December 
29, 1955 Duke Power Company, Docket No, E-6652 (14 FPC 1163). 

(2) The proposed issuance and sale of Bonds, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act; and the proposed issuance of securi- 
ties is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 


(4) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by Applicant of service as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(5) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Bonds, upon the terms and conditions 
and for the purposes specified in the application, as described above, are hereby 
authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with competitive bidding requirements, 
and Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegraph, as contemplated in Section 34.9 of the 
Regulations ; 

(ii) The Commission, by a further order, shall have approved the price to be 


received by Applicant for the proposed issuance of Bonds and the interest rate 
thereof. 


2 Applicant’s construction program is more particularly described in the Commission’s 


above-cited order, authorizing the issuance of $76,000,000, principal amount of Promissory 
Notes. 
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(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The Commission shall terminate Applicant’s present authorization in 
Docket No. E-6906 to issue $76,000,000, principal amount of Promissory Notes, 
upon notification by Applicant that the issuance and sale of Bonds authorized 
herein has been consummated and Applicant has received the proceeds 
therefrom. 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 

(F) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States with respect to any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PAN AMERICAN PETROLEUM CORPORATION, OPERATOR, ET AL., 
DOCKET NO. G-8697 


ORDER DENYING MOTIONS FOR RESCISSION OF REFUND PROVISIONS OF COMMISSION 
ORDER, FOR SHOW CAUSE ORDER, FOR ORAL ARGUMENT, AND FOR STAY OF REFUND 
PROVISIONS OF COMMISSION ORDER 


(Issued January 28, 1960) 


Pan American Petroleum Corporation (Pan American) filed with the Com- 
mission on December 29, 1959, on behalf of itself and non-operators, a motion 
requesting that we rescind the provisions of our order issued April 14, 1958, 
herein,’ disallowing the increased rates the company had earlier proposed 
under Section 4(e) of the Natural Gas Act (Act), that we rescind the refund 
requirements contained in that order, and that we recognize the proposed in- 
creased rate as the legally effective rate without refund obligation from and after 
September 3, 1955, the date the new rate was permitted to become effective subject 
to refund; alternatively, Pan American requests that we institute a proceeding 
requiring the participants in this case to show cause why the producers should 
not be relieved of all refunding obligations. Pan American, which is an inde- 
pendent producer natural-gas company under the Act, requests oral argument 
on this motion. By a second motion filed on the same date, Pan American 
requests a further stay of the refund provisions of the April 14, 1958 order, 
pending Commission action on its first motion. The refund provisions had 
previously been stayed pending judicial review of the order.’ 

In support of these motions and requests, Pan American contends that our 
April 14, 1958 order denying its proposed rate increase was based on our con- 
clusion, embodied in Commission Opinion No. 300, issued December 6, 1956, in 
Matters of Union Oil Company of California, 16 FPC 100, that as a matter of 
law, conventional cost-of-service evidence is required to establish that proposed 


1 By that order, 19 FPC 519, we adopted the presiding examiner’s initial decision issued 
February 8, 1957, in these proceedings, denying the increased rate proposed by Pap 
American. The examiner’s decision is reported in 19 FPC 523. 

2 These review proceedings were resolved favorably to the Commission by the Court’s de- 
cision in Episcopal Theological Seminary v. F.P.C., 269 F. 24 228 (CADC, June 18, 1959), 
certiorari denied, Pan American Petroleum Corp. v. F.P.C., 361 U.S. 895. 
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increased rates are “just and reasonable” under the Act; and that we have now 
“receded” from this position and held, in Opinion No. 332, issued November 30, 
1959, in Matters of Shamrock Oil and Gas Corporation, Docket No. G—9146, 
et al., that the Commission has discretion to grant a proposed increase in rates 
even though no conventional cost-of-service showing was made by the applicant. 
It is also argued that such claimed changed position by the Commission is 
manifested in Commission briefs filed in judicial proceedings. 

Accordingly, Pan American argues first, that in view of this co-called changed 
position, to require the company to make refunds would be unjust, unduly 
discriminatory, preferential and arbitrary, since the foundation for refunds has 
been removed, and since other companies in situations similar to Pan Ameri- 
ean’s have been permitted to receive rate increases without being required 
to make any cost-of-service showing, and on showings less extensive than Pan 
American’s herein. Second, Pan American contends that requiring it to make 
refunds would deprive it of the fair and full hearing called for by Section 4 of 
the Act and the Due Process Clause of the Constitution, since the Commission, 
in rejecting the proposed rate increase and providing for refunds, did not hear 
the evidence, consider the record, or decide the cause on the basis of the views 
and conclusions it now holds; and that, considered in the light of those conclu- 
sions, the company’s proposed increased rates have been amply sustained. 

Third, the company contends that requiring refunds here could prejudice 
the defense of the Commission’s Shamrock Opinion No. 332, supra, before the 
courts, and interject confusion into the administration of the Act, because of 
the claimed inconsistency between the requirements applied in our April 14, 1958 
order herein, the Shamrock Opinion, and the position taken by counsel for the 
Commission in various court briefs. Finally, Pan American contends that 
requiring refunds would be inequitable, and would deprive it of its rights under 
the sales contract. It argues that even though the Commission’s claimed change 
in position is due to an “overburdened” administrative process during a “forma- 
tive” period, nevertheless to require the company to make refunds and to deny 
it the relief it requests would violate equitable principles of fairness and con- 
sistency and would cause it irreparable injury. 

These arguments are without merit and Pan American’s motions must be 
denied. 

Assuming, arguendo, that a “change in position’ were involved, Pan Amer- 
ican’s motions should still properly be denied. Opinion No. 300, which was 
judicially reviewed and is now final, is the law of the Union Oil Company case. 
Our order issued April 14, 1958, in the instanc proceedings, which was likewise 
judicially reviewed* and is now final, is the law of the instant case. Again 
assuming that the more recent Shamrock Opinion took some position contrary 
to these cases, there is nothing in the Act, the Constitution, or judicial de 
cisions which requires either courts or administrative agencies, on reaching 
eonclusions at variance with earlier decisions, to go back and redecide those 
earlier cases on the basis of the later holdings. Such a system would be botb 
illogical and unworkable. Nor is there any denial of a hearing in such circum- 
stances, since the hearing the law requires in this case was held in the earlier 
proceedings. 


The Commission Orders: 






















Pan American Petroleum Corporation’s “Motion for reconsideration of order- 
ing provisions of Commission order of April 14, 1958, for relief from all refund- 


® See the Episcopal Theological Seminary case cited supra, fn. 2 upholding the Commis- 
sion’s order. 
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ing obligations, and for other relief, or, alternatively, motion for issuance of 
order to show cause; and motion for oral argument” and its “Motion for stay 
of refunding provision of Commission order, pending action upon other motions 
and petition (1) for relief from refund obligation and for other relief, and 
(2) for oral argument before the Commission” filed in these proceedings on 
December 29, 1959, are hereby denied. 

Commissioner Hussey concurring in the result stated: This case involves a 
locked-in period and the matter has already been determined by the Court’s 
decision in Episcopal Theological Seminary v. F.P.C., 269 F. 2d 228. I feel 
bound by the decision and therefore concur in the result. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SUN OIL COMPANY, DOCKET NOS. G-8288, G-12841, G-12880, G—13316, 
G-13444, G-13585, G-—13617, G-13618, G-13664, G-13987, G-15010, G—15016, 
G-15450, G-16257, G-16410, G-16621, G-16624, G-16684, G-—16686, G-—16700, 
G-16810, G-17274, G-17346, G-17717, G-18094, G-18184, G-18521; SUN OIL 
COMPANY, G-18353 ; SUN OIL COMPANY (OPERATOR), ET AL., G—13425, 
G-13619, G-15011, G-16258, G-16622, G-16685, G-16699, G-—17354, G-—17923; 

SUN OIL COMPANY, ET AL., G-—13426. 


ORDER DENYING PETITION FOR SEVERANCE AND ASSIGNMENT OF DOCKET NUMBERS 
AND MOTION TO CONSOLIDATE 


(Issued January 28, 1960)* 


On January 13, 1960, Sun Oil Company (Sun) filed a petition for severance 
and assignment of docket numbers, and a motion to consolidate. By said 
petition and motion Sun seeks to have us sever, out of 67 proceedings now 
pending, its interest in sales of natural gas wherein Sun is either not a signa- 
tory of the gas sales contract, or wherein the sale is made under a precentage- 
type contract. Sun further requests that we assign docket numbers to each 
of such severed matters, and consolidate said matters with the matters pre 
viously consolidated in these instant proceedings. 

In support of its motion, Sun avers that it “... cannot lawfully, and should 
not, be relegated to the position of an intervenor...” in proceedings involving 
increased prices for gas sold by other producers in which Sun owns an interest. 
Sun therefore, is challenging the validity of sub-sections (d) and (e) of Section 
154.91 of our Regulation Under the Natural Gas Act (15 CFR 154.91 (d) and 
(e)). 

Section 154.91(d) provides, inter alia, that a non-signatory to a gas sales 
contract, even though a co-owner of the gas sold thereunder, may not file rate 
schedules, or changes thereto, if the operator, or signatory owners are required 
to file. Sub-section (e) of said section provides, inter alia, that where a pro- 
ducer sells natural gas to the operator of a processing plant at a price that isa 
percentage of the proceeds from the resale of the residue of such gas, the plant 
operator shall make the filings required to cover the sale by such producer, and 
the producer may not file rate schedules or rate changes for such sale. 

By its petition and motion, Sun is asking us to waive the above regulations 
and to permit it to file rate schedules and changes thereto for the above-de- 
scribed types of sales. We do not believe that good cause exists for us to grant 
Sun’s requests, or that our denial of the same is unlawful or improper. 


*Rehearing denied by order issued March 25, 1960, infra p. 536. 
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The United States Court of Appeals for the Fifth Circuit has held that the 
aforementioned regulations are lawful and were properly promulgated, Sun 
Oil Company v. F.P.C., 256 F. 2d 233, cert. den. 358 U.S. 872. In so ruling, the 
court said (ibid. pp. 239, 240): 

Sun asserts that it has been deprived of rights of substance and that the 
deprivation has worked to its detriment and injury The authorizing by it 
of the sale by an operator of its undivided share of gas does not, it contends, 
justify the Commission in denying Sun the right to make its own filings and 
initiate or resist proposed rate filings. 

















. * * * 





* * 











































It is not shown that the ruling has been or that it will be the means by 
which the substantial rights of the owners of gas, the sale of which is 
subject to regulations, will be adversely affected. We are unwilling to as- 
sume that the operators will advance their own interests to the prejudice 
of a non-operator co-owner. We do not believe that Sun will be without 
notice or knowledge of any proposed action which might affect its interests. 
We do not have any fear that the Commission will abuse its discretion by 
denying Sun the right to intervene in any proceeding where its rights of 
substance are involved and might be prejudiced if it were deprived of the 
right to participate. 

By filing its petition and motion, Sun shows that the court’s belief that it 
would have notice or knowledge of proposed actions which might affect its 
interests was well founded. Additionally, Sun does not aver, in its petition, 
that it has been denied leave to intervene in any proceeding wherein its rights 
are involved. Nor is there any suggestion that such leave would be denied in 
any such proceeding hereinafter initiated. We see no need to rescind or waive 
our regulations. 


The Commission orders: 





The aforementioned petition for severance and motion to consolidate filed 
by Sun on January 13, 1960, are hereby denied. 


Commissioner Kline dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole, 
Arthur Kline and John B. Hussey. 


W. H. FOSTER, ET AL., DOCKET NO. G-19989 


ORDER ACCEPTING OFFER OF SETTLEMENT 


(Issued January 29, 1960) 





On October 5, 1959, W. H. Foster, et al., (Foster) tendered for filing Supple 
ment No. 5 to its FPC Gas Rate Schedule No. 1 containing proposed changes in 
rates and charges for sales of jurisdictional gas to Tennessee Gas Transmission 
Company (Tennessee), from the Bethany Field, Panola County, Texas (Rail- 
road District No. 6). 

Foster’s preceding notice of change as contained in Supplement No. 4 to his 
FPC Gas Rate Schedule No. 1 authorized to become effective September 1, 1956, 
without obligation to refund, provided for a rate of 12.62¢ per Mcf and consti- 
tutes his presently prevailing rate. Supplement No. 5 proposes a redetermined 
increase in rate amounting to 1.8048¢ per Mcf to 14.4248¢ per Mcf and amounting 
to an increase of $23,553 annually. 
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By order issued October 30, 1959, the Commission suspended and deferred 
the use of said Supplement No. 5 until April 5, 1960, and “until such further 
time as [it] is made effective in the manner prescribed by the Natural Gas Act” 
and ordered a hearing to be held regarding the lawfulness of the proposed 
increased rates and charges. 

On December 15, 1959, Foster submitted an Offer of Settlement pursuant to 
Section 1.18(e) of the Commission’s Rules of Practice and Procedure, with 
respect to the proceeding herein and his FPC Gas Rate Schedule No. 1 as 
supplemented. 

Foster proposes that the rate of 14.4248¢ per Mcf contained in Supplement 
No. 5 to his Rate Schedule No. 1, suspended in Docket No. G-19989 until April 5, 
1960 and until made effective, be made effective without obligation to refund, 
and that the proceedings in Docket No. G-19989 be terminated. In turn, Foster 
would execute an agreement with the purchaser (submitted as an exhibit to the 
Offer of Settlement and made an appendix hereto) to eliminate the favored- 
nation and redetermination clauses from his contract. He would also eliminate 
the present schedule of periodic price increases, which provides for a 1.0¢ per 
Mcf increase every five years to a maximum rate of 16.5¢ per Mcf in November 
1974, and substitute therefor periodic increases to 15.4248¢ per Mcf in 1964; 
16.4248¢ per Mcf in 1969; and 17.4248¢ per Mcf in 1974. Also to be deleted 
would be a contingency cancellation clause no longer applicable. The date on 
which the purchaser would be obligated to reimburse Foster for any increase in 
taxes would be changed from March 24, 1954 to November 1, 1959. 

If the Offer of Settlement is accepted, Foster will file an executed gas-pur- 
chase contract with Tennessee in conformity therewith, as a supplement to his 
rate schedule. Foster’s offer expires on January 31, 1960. There are no 
interveners in the proceeding. 

In support of his offer Foster states that: The contract was negotiated at 
arm’s length; The proposed rate is fair and reasonable and is below the level 
of prices in contracts currently being negotiated; The redetermination and fa- 
vored-nation clauses were important elements of consideration required for the 
long-term commitment of his gas reserves; The latter clauses provided Foster 
with a means of protecting himself against inflation and increased valuations 
of the gas during the term of the contract. 

Tennessee has concurred in the Offer of Settlement and has agreed in the 
event the offer is accepted by the Commission, to make the amendments to the 
gas-purchase contract proposed in the offer. Tennessee has transmitted a copy 
of the offer, and a memorandum stating its position with respect thereto, to its 
customers. None of its customers has intervened in these proceedings or ex- 
pressed opposition to the Offer of Settlement. 

In the judgment of the Commission, settlement of this case in accordance with 
the Offer of Settlement is desirable in the public interest and appropriate to 
earry out the provisions of the Act. Foster is proposing to eliminate all favored- 
nation and price-redetermination clauses in the contracts with Tennessee in- 
volved herein, to waive all its future rights and benefits thereunder, and to 
convert the annual escalation now provided in the contracts, to a fixed 1.0¢ per 
Mcf escalation in 1964, 1969 and 1974. Although Foster would in exchange be 
permitted to receive the price of 14.4248¢ per Mcf presently under suspension, 
this price when compared with existing area prices is not an excessive current 
price for the gas and is less than recently negotiated prices. 

The proposed Offer of Settlement would be beneficial to the public and ad- 
vantageous to all concerned, by relieving the Commission, the producers and 
Tennessee as well as customer companies of the time and expense which might 
be requisite to formal hearings in such rate cases as might otherwise arise 
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under the contract. The resulting stability in the gas costs would be welcome 
to all segments of the natural-gas industry. Furthermore, freeing the Com- 
mission from the need of considering such proposed increases would enable 
it to concentrate its efforts on more important rate cases and other matters 
having possibly more serious consequences for the public and the consumer. 
However, it should be made clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Foster under the fixed escalation provisions or otherwise. 


The Commission finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Foster with the Com- 
mission on December 15, 1959, and in the Appendices* to this order, is in the 
public interest and appropriate to carry out the provisions of the Natural Gas 
Act and should be approved by the Commission and made effective as herein- 
after ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Foster on De- 
cember 15, 1959, is hereby approved in accordance with the provisions of this 
order. 

(B) Foster shall execute with Tennessee, in accordance with the Appendix 
attached hereto, an amendment to their Gas Purchase Contract dated March 24, 
1954, as amended, and filed with the Commission as Foster’s FPC Gas Rate 
Schedule No. 1. 

(C) Foster shall, within 30 days from the date of issuance of this order, file 
with the Commission as supplement to his FPC Gas Rate Schedule No. 1, under 
Part 154 of the Commission’s Regulations under the Natural Gas Act, the exe- 
cuted agreement with Tennessee required by paragraph (B) above. 

(D) The proposed increased rate and charge contained in Supplement No. 5 
to Foster’s FPC Gas Rate Schedule No. 1, is hereby permitted to become effective 
as of the date of this order, and the proceeding in Docket No. G—19989 is hereby 
terminated: Provided, that Foster make a satisfactory filing in accordance with 
Paragraph (C) above. 

(E) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings, which are presently being 
heard, or any other proceeding now pending or hereinafter instituted by or 
against Foster. 

Commissioner Connole dissenting because of the lack of finding of justness and 
reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. Supp. 
411). 


Before Commissioners: Jerome K. Kuykendall, Chairman ; William R. Connole, 
Arthur Kline and John B. Hussey. 


RENAPPI CORPORATION (OPERATOR), ET AL., DOCKET NO. G—20115; 
RENAPPI CORPORATION, DOCKET NO. G—20116 


ORDER ACCEPTING OFFERS OF SETTLEMENT 


(Issued January 29, 1960) 


On October 26, 1959, Renappi Corporation (Operator), et al. (Renappi) and 
Renappi Corporation (Renappi), tendered for filing Supplement Nos. 5 to its FPC 


*Omitted in printing. 
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Gas Rate Schedules Nos. 2 and 5, respectively, proposing increased rates and 
charges for its jurisdictional sales of natural gas to Tennessee Gas Transmission 
Company (Tennessee). By separate orders issued November 20, 1959, the Com- 
mission suspended and deferred the aforementioned supplements until April 26, 
1960, in Docket Nos. G—20115 and G—20116, respectively. 

On December 21, 1959, Renappi tendered Offers of Settlement pursuant to 
Section 1.18(e) of the Commission’s Rules of Practice and Procedure. 

In its Offers of Settlement, Renappi stated that in consideration for accepting 
the proposed redetermined increased rates of 14.4248¢ per Mcf at 14.65 psia and 
for terminating the proceedings herein it would agree to eliminate from both 
rate schedules the favored-nation and price redetermination clauses. In addi- 
tion, the 1.0¢ per Mcf periodic escalation every 5 years would then be applied 
to the redetermined rate increase effective in November 1964, November 1969, 
and November 1974, respectively. 

In support of its Offers of Settlement, Renappi states, inter alia, that the 
favored-nation and redetermination clauses were important elements of con- 
sideration required for the long-term commitments of its gas reserves to the 
performance of the contracts, that these clauses provided it with a means of 
protecting itself against inflation and the increased valuation of the gas during 
the terms of the contracts, and that such clauses were included in the contracts 
after arm’s-length negotiations. In addition, Renappi also stated that it is now 
willing to give up the advantage of the provisions of these contracts in the inter- 
est of settling these cases. 

Tennessee has concurred in the Offers of Settlement and has agreed, in 
the event the offers are accepted by the Commission, to make the contract 
changes or amendments provided for in the offers. None of Tennessee’s cus- 
tomers has intervened in these proceedings or expressed on the record any 
opposition to the Offers of Settlement. 

In our judgment, settlement of these matters in accordance with the Offers 
of Settlement is desirable in the public interest and appropriate to carry out 
the provisions of the Natural Gas Act. Renappi is proposing to eliminate 
the favored-nation and price redetermination clauses in its contracts with 
Tennessee involved herein, to waive all its future rights and benefits of such 
clauses, and to apply the 5-year periodic escalations now provided in the 
contracts of a fixed 1.0¢ per Mcf escalation in November 1964, November 
1969 and November 1974 to the redetermined rate increases of 14.4248¢ per 
Mcf at 14.65 psia. 

The proposed Offers of Settlement would be beneficial to the public and 
advantageous to all concerned, by relieving the Commission, the producers and 
Tennessee, as well as customer companies of the time and expense which 
might be necessary to the conduct of formal hearings in such rate cases as 
might otherwise arise under the two clauses. The resulting stability in gas 
costs would be welcome to all segments of the natural-gas industry. Further- 
more, freeing the Commission from the need of considering such proposed 
increases would enable it to concentrate its efforts on other rate cases and 
other matters having possibly more serious consequences for the public and 
consumer. 

However, we desire to make it clear that acceptance of these Offers of 
Settlement shall not be construed as approval of any future increased rates 
proposed by Renappi under the fixed escalation provisions or otherwise. 


The Commission further finds: 


The proposed settlement of the rate proceedings on the basis described 
herein, as more fully set forth in the Offers of Settlement filed by Renappi 
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with the Commission on December 21, 1959, and in the Appendices* to this 
order, is in the public interest and appropriate to carry out the provisions 
of the Natural Gas Act and should be approved by the Commission and made 
effective as hereinafter ordered. 


The Commission orders: 


(A) The Offers of Settlement filed with the Commission by Renappi on 
December 21, 1959 are hereby approved in accordance with the provisions 
of this order. 

(B) Renappi shall execute with Tennessee amendments to these parties’ 
Purchase Contracts dated June 1 and November 1, 1954, as amended, filed with 
the Commission as Renappi’s FPC Gas Rate Schedule Nos. 2 and 5 respectively, 
in accordance with Appendices A and B attached hereto. 

(C) Renappi shall, within 30 days from the date of issuance of this order 
file with the Commission supplements to the aforesaid FPC Gas Rate Schedule 
Nos. 2 and 5 under Part 154 of the Commission’s Regulations under the Natural 
Gas Act, the executed agreements with Tennessee required by paragraph (B) 
above. 

(D) Providing that Renappi makes satisfactory filings in accordance with 
paragraph (C) above, Supplement Nos. 5 to Renappi’s FPC Gas Rate Schedule 
Nos. 2 and 5, respectively, shall become effective as of date of this order, and 
the proceedings in Docket Nos. G-20115 and G-20116 are hereby terminated. 

(E) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings which are presently being 
heard, or in any other proceeding now pending or hereinafter instituted by 
or against Renappi. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 133 F. 
Supp. 411.) 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SHORELINE PETROLEUM CORPORATION (OPERATOR), ET AL. (SUC- 
CESSOR BY CORPORATE MERGER TO HOLLAND AMERICAN PETRO- 
LEUM CORPORATION, (OPERATOR), ET AL., DOCKET NO. G-14971; 
SHORELINE PETROLEUM CORPORATION, DOCKET NO. G-15793; 
SHORELINE PETROLEUM CORPORATION, ET AL., DOCKET NO. G-15- 
797; T. C. HUDDLE (OPERATOR), ET AL., DOCKET NO. G-14972; PAN 
AMERICAN PETROLEUM CORPORATION (OPERATOR), ET AL. 
EMERALD OIL & CARBONIC COMPANY, (OPERATOR), ET AL.; Tf. C. 
HUDDLE, ET AL., DOCKET NO. G-15507 


ORDER ACCEPTING OFFERS OF SETTLEMENT AND TERMINATING PROCEEDINGS * 
(Issued January 29, 1960) 


On December 31, 1959, Emerald Oil & Carbonic Company (Operator), et al. 
(Emerald) tendered for filing Supplement No. 7 to its FPC Gas Rate Schedule 
No. 2 proposing a renegotiated rate increase of 2.5479¢ per Mcf from 11.3254¢ 
to 13.8733¢ per Mcf for jurisdictional sales of natural gas to Texas Eastern 
Transmission Corporation (Texas Eastern) from Victoria County, Texas (Rail- 
road Commission District No. 2). 


*Omitted in printing. 
2This order does not provide for consolidation of the above-entitled proceedings, nor 
should it be so construed. 
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On December 31, 1959, Shoreline Petroleum Corporation (Operator), et al. 
(Shoreline) tendered for filing Supplement Nos. 5, 9 and 6 to its FPC Gas Rate 
Schedule Nos. 19, 17, and 18, respectively, proposing renegotiated rate increases 
of 2.5479¢ per Mcf from 11.3254¢ to 13.8733¢ per Mcf for jurisdictional sales of 
natural gas to Texas Eastern from De Witt County, Texas (Railroad Commis- 
sion District No. 2). 

Concurrently therewith, Shoreline Petroleum Corporation, et al. (Shoreline) 
tendered for filing a contract ratification agreement with supplements thereto, 
which are designated as Supplement Nos. 1 to 7, inclusive, to Shoreline’s FPC 
Gas Rate Schedule No. 24, for jurisdictional sales of natural gas to Texas 
Eastern from Bee and Live Oak Counties, Texas (Railroad Commission District 
No. 2). Shoreline’s aforesaid Rate Schedule No. 24 is filed to cover their non- 
operating interests in one lease which is now covered by Pan American Petro- 
leum Corporation (Operator),et al.’s FPC Gas Rate Schedule No. 87. The 
rate under such rate schedule is 13.8733¢ per Mcf and is currently in effect 
subject to refund in Docket No. G—15507. 

On December 31, 1959, T. C. Huddle, e# al. (Huddle) tendered for filing 
Supplement No. 6 to his FPC Gas Rate Schedule No. 1 proposing a renegotiated 
rate increase of 2.5479¢ per Mcf from 11.3254¢ to 13.8733¢ per Mcf for juris- 
dictional sales of natural gas to Texas Eastern from De Witt, Victoria, and 
Goliad Counties, Texas (Railroad Commission District No. 2). 

In all of the aforesaid filings, Applicants request that the increases be made 
effective January 31, 1960. 

Concurrently with their filings of December 31,-1959, Applicants submitted 
Offers of Settlement pursuant to Section 1.18(e) of the Commission’s Rules 
of Practice and Procedure. 

In their Offers of Settlement, Applicants state that, in consideration for 
accepting the proposed increased rates and charges, without suspension, and 
for terminating the suspension proceedings in Docket Nos. G-14971, G—14972, 
G-15793, and G-—15797, they will eliminate from their subject contracts with 
Texas Eastern the favored-nation and the price redetermination clauses and 
substitute therefor 0.5¢ per Mcf periodic escalation increases in February 1963, 
February 1968, and February 1973 for the present 0.2¢ per Mcf annual esca- 
lation. However, in Docket No. G-14971, the proposed increased rate contained 
in Supplement No. 7 to Shoreline’s FPC Gas Rate Schedule No. 15 is not in- 
cluded within Shoreline’s Offer of Settlement. On April 15, 1959, Shoreline 
notified the Commission that production under its Rate Schedule No. 15 has 
ceased and that the lease has terminated under its terms. Such notification 
was designated as Supplement No. 11 to its FPC Gas Rate Schedule No. 15 to 
be effective as of the abandonment authorization in Docket No. G—11180, which 
is pending. 

In support of their Offers of Settlement, Applicants state that the favored- 
nation and the price redetermination provisions of the contracts were important 
elements of consideration required by the sellers for the long-term commitment 
of their gas reserves. These provisions provided the sellers with a means of 
protection against inflation and the increased valuation of gas during the 
20-year term of the contracts and were included in the contracts after arm’s- 
length negotiations. Applicants further state that the proposed rate of 13.8733¢ 
per Mcf is below recently negotiated contract prices for gas produced in the 
same area. 

Texas Eastern has concurred in the Offers of Settlement and has agreed, 
in the event the offers are accepted by the Commission, to make the necessary 
contract changes or amendments provided for in the offers. None of Texas 
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Eastern’s customers have petitioned to intervene in these proceedings or indi- 
cated to the Commission opposition to the Offers of Settlement. 

In our judgment, settlement of these cases in accordance with the Offers of 
Settlement is desirable in the public interest and appropriate to carry out 
the provisions of the Natural Gas Act. Applicants are proposing to eliminate 
any favored-nation and price redetermination clauses in their contracts with 
Texas Hastern involved herein, to waive all their future rights and benefits 
thereunder, and to convert the annual escalation now provided in the con- 
tracts to a periodic 0.5¢ per Mcf escalation in February 1963, February 1968, 
and February 1973. 

The proposed Offers of Settlement would be beneficial to the public and ad- 
vantageous to all concerned, by relieving the Commission, the producers, and 
Texas Eastern, as well as customer companies of the time and expense which 
might be necessary to the conduct of a formal hearing in such a rate case as 
might otherwise arise under those clauses. The resulting stability in gas costs 
would be welcome to all segments of the natural-gas industry. Furthermore, 
freeing the Commission from the need of considering such a proposed increase 
would enable it to concentrate its efforts on other rate cases and other matters 
having possibly more serious consequex.ces for the public and the consumer. 

However, it should be made clear that acceptance of these Offers of Settle 
ment shall not be construed as approval of any future increased rates pro- 
posed by Applicants under the periodic escalation provisions or otherwise. 
The Commission finds: 


(1) The proposed settlement of these rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Applicants 
with the Commission on December 31, 1959, and in the Appendices* to this 
order, is in the public interest and appropriate to carry out the provisions of 
the Natural Gas Act and should be approved by the Commission and made 
effective as hereinafter ordered. 

(2) Good cause exists for terminating the proceedings in Docket Nos. G-14971, 
G—14972, G—15793, G-15797, and G-15507, as hereinafter ordered; for accept- 
ing for filing Supplement No. 7 to Emerald’s FPC Gas Rate Schedule No. 2, 
Supplement Nos. 5, 9, and 6 to Shoreline’s FPC Gas Rate Schedule Nos. 19, 
17, and 18, respectively, Supplement Nos. 1 to 7, inclusive, to Shoreline’s 
FPC Gas Rate Schedule No. 24, and Supplement No. 6 to Huddle’s FPC Gas 
Rate Schedule No. 1 and permitting said supplements to become effective as 
of January 31, 1960, without obligation to refund. 


a ae a — 


The Commission orders: 


(A) The Offers of Settlement filed with the Commission by Applicants on 
December 31, 1959, are hereby approved in accordance with the provisions of 
this order. 

(B) Applicants, together with the other parties of interest, shall execute 
with Texas Eastern, in accordance with the Appendices attached hereto, ap 
amendment to their respective Gas Purchase Contracts, which are involved 
herein. 

(C) Applicants shall, within 30 days from the date of issuance of this order, 
file with the Commission as a supplement to their respective rate schedules, 
involved herein, under Part 154 of the Commission’s Regulations under the 
Natural Gas Act, the executed agreement with Texas Eastern required by 
paragraph (B) above. 


*Omitted in printing. 
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(D) The proposed increased rates and charges contained in Supplement 
No. 7 to Emerald’s FPC Gas Rate Schedule No. 2, Supplement Nos. 5, 9, and 
6 to Shoreline’s FPC Gas Rate Schedule Nos. 19, 17, and 18, respectively, Sup- 
plement Nos. 1 to 7, inclusive, to Shoreline’s FPC Gas Rate Schedule No. 24, 
and Supplement No. 6 to Huddle’s FPC Gas Rate Schedule No. 1 are hereby 
permitted to become effective as of January 31, 1960, and the aforementioned 
supplements are hereby accepted for filing. 

(E) The proceedings involved in Docket Nos. G—14972, G—15793, and G—15797 
are hereby terminated; the Applicants involved therein are hereby relieved 
from their obligations to refund thereunder; and the rates and charges con- 
tained in those supplements are hereby permitted to remain in effect, without 
obligation to refund, as of the dates each became effective subject to refund. 

(F) The proceeding involved in Docket No. G—14971, with the exception of 
Supplement No. 7 to Shoreline’s FPC Gas Rate Schedule No. 15, is hereby 
terminated; the rates and charges contained in the supplements, with the 
exception of the said Supplement No. 7, are hereby permitted to remain in 
effect, without obligation to refund, as of the date each became effective sub- 
ject to refund; Shoreline is hereby relieved of its obligation to refund under 
the supplements hereby permitted to become effective without obligation to re- 
fund; and, in all other respects, the proceeding in Docket No. G—14971 shall 
remain in full force and effect. 

(G) The proceeding involved in Docket No. G—15507, only insofar as it 
pertains to the parties who filed under Shoreline Petroleum Corporation (Oper- 
ator), et al’s FPC Gas Rate Schedule No. 24, is hereby terminated and Pan 
American is discharged of its obligation to refund only insofar as it applies 
to the terminated portion of the proceeding. Im all other respects, the pro- 
ceeding in Docket No. G—15507 shall remain in full force and effect. 

(H) The acceptance of these offers is without prejudice to any findings 
or determinations that may be made in any proceedings, which are presently 
being heard, or in any other proceeding now pending or hereinafter instituted 
by or against Shoreline, Pan American, Emerald, or Huddle, individually or 
collectively. 

Commissioner Connole not participating. 


WESTERN NATURAL GAS COMPANY, DOCKET NO. G-—9281 


ORDER MODIFYING THE DECISION OF THE PRESIDING EXAMINER DISMISSING 
PROCEEDING AND AFFIRMING THE DECISION AS MODIFIED 


(Issued January 29, 1960) * 


Syllabus 


1. Commission concludes, in dismissing proceeding under Section 5(a) of the 
Natural Gas Act, that total jurisdictional revenues for the test year, when 
compared with total jurisdictional cost of service, are not unreasonable or 
excessive and therefore it is not administratively justifiable or necessary 
in this case to reach the question of whether the individual rates are just 
and reasonable. P. 237. 

2. Commission dismisses proceeding under Section 5(a) of the Natural Gas Act. 

Harold Seligman and George Shuff for Tennessee Public Service Commission, 
and the State of Tennessee. 





*Initial decision appears on p. 238. 
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Harold Seligman, George Shuff and James L. Bomar Jr. for Knoxville Utility 
Board, the Cities of Athens, Clarksville, Fayetteville, Gallatin and Springfield, 
Tennessee; Chattanooga Natural Gas Company, Cleveland Natural Gas Com- 
pany, Tennessee Natural Gas Company, Tullahoma Natural Gas Company and 
Tennessee Natural Gas Lines, Inc., 

George D. Horning, Jr., Patrick Sullivan, John R. Dawson and George J. Mei- 
burger for Western Natural Gas Company. 

Carl E. Hartley for East Tennessee Natural Company. 

John W. Glendening, Jr., Robert H. Hurt and Francis R. Foley for Blackstone 
Valley Gas and Electric Company. 

John W. Glendening, Jr., Robert H. Hurt, and N. K. Parsells for Bridgeport 
Gas Company. 

John W. Glendening, Jr., Robert H. Hurt and Charles H. Toll, Jr. for Concord 
Natural Gas Corporation. 

John W. Glendening, Jr., Robert H. Hurt and H. Bissell Carey, Jr. for Con- 
necticut Power Company. 

John W. Glendening, Jr., Robert H. Hurt and Frank J. Coyle for Greenwich 
Gas Company. 

John W. Glendening, Jr., Robert H. Hurt and Harold EB. Drew for Housan- 
tonic Public Service Company. 

John W. Glendening, Jr., Robert H. Hurt, and Edmund L. Twomey for Lowell 
Gas Company. 

John W. Glendening, Jr., Robert H. Hurt and Henry Mayo, Jr., for Lynn Gas 
& Electric Company. 

John W. Glendening, Jr., Robert H. Hurt and William H. Cook for Springfield 
Gas Light Company. 

John W. Glendening, Jr., Robert H. Hurt and William A. Hill for Worcester 
Gas Light Company. 

John W. Glendening, Jr., Robert H. Hurt and D. C. Allen for Mystic Valley 
Gas Company, Central Massachusetts Gas Company, Lawrence Gas Company, 
Northampton Gas Light Company, North Shore Gas Company and Wachusetts 
Gas Company. 

John W. Glendening, Jr., and Robert H. Hurt for Berkshire Gas Company, 
Connecticut Gas Company, Fitchburg Gas & Electric Light Company, Gas Serv- 
ice, Inc., Haverhill Gas Company, City of Holyoke, Massachusetts Gas & Electric 
Department, Manchester Gas Company, New Britain Gas Light Company, West- 
field Gas & Electric Light Department. 

Edward FP. Huber and Harry L. Bristol for New York State Electric and Gas 
Corporation. 

Edwin F. Russell and Robert B. Lisle for Brooklyn Union Gas Company. 

David Kadane, Edward M. Barrett, Edwin F. Russell and Robert B. Lisle for 
Long Island Lighting Company. 

James O'Malley, Jr., William R. Joyce, Jr. and Nicholas EB. Curtiss for Con- 
solidated Edison Company of New York, Inc. 

John T. Miller, Jr. and Thomas F. Ryan, Jr. for Lake Shore Pipe Line Com- 
pany and Lake Shore Gas Company. 

James R. Lacy, J. Harry Mulhern, Edward Kirby and William R. Duff for 
Public Service Electric and Gas Company. 

Denton Borger for Hope Natural Gas Company. 

G. Kirby Herrington for New York State Natural Gas Corporation. 

James B. Sayers for Peoples Natural Gas Company. 

C. W. Cooper, George C. Williams and Norman A. Flaningam for Consolidated 
Natural Gas System Companies. 
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James O. Watts, Jr. and John B. Thom for Commonwealth Natural Gas Cor- 
poration. 

Ray O. Martin for East Ohio Gas Company. 

Richard A. Rosan, John P. Randolph, Tilford A. Jones and Franklin P. Gil 
more for United Fuel Gas Company. 

Gavin H. Cochran and Samuel R. Wells for Louisville Gas and Electric 
Company. 

Kent H. Brown and Morton W. Simons* for New York Public Service Com- 
mission. 

John A. Lodge for Consolidated Edison Company of New York, Inc. 

John T. Miller and Richard J. Connor for Transcontinental Gas Pipe Line 
Corporation. 

J. David Mann, Jr., for Philadelphia Gas Works Division of the United 
Gas Improvement Company. 

Vincent P. McDevitt, Samuel G. Miller and Henry P. Sullivan for Phila- 
delphia Electric Company. 

W. Russell Gorman, Samuel W. Jensch,* Luke R. Lamb, W. L. Johncox, Harry 
Albrecht and John W. Williams for the Staff of the Federal Power Commission, 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 

On December 31, 1959, the presiding examiner issued an initial decision dis- 
missing this proceeding, which was instituted under Section 5(a) of the Natural 
Gas Act. This action was preceded by a staff motion to dismiss the proceeding, 
which was either concurred in or not objected to by the other parties in the case. 
We agree with the examiner that this proceeding should be dismissed, subject, 
however, to the modifications hereinafter stated. 

In dismissing this proceeding, we are not unmindful of our obligation under 
Section 5(a) of the Natural Gas Act to “* * * determine the just and reasonable 
rate, * * *” in those instances where we find that “* * * any rate, charge or 
classification demanded, observed, charged, or collected * * *” for any trans- 
portation or sale of natural gas subject to our jurisdiction is “* * * unjust, un- 
reasonable, unduly discriminatory, or preferential, * * *”. Our decision to dis- 
miss rests upon the conclusion that Western’s total jurisdictional revenues for 
the test year, when compared with its total jurisdictional cost of service for the 
same period of time, are not unreasonable and excessive. We, therefore, do not 
reach the question whether Western’s individual rates are just and reasonable 
because we believe that decision on this question is not administratively justi- 
fiable or necessary under the particular circumstances of this case. Thus dis- 
missal is not a determination that “* * * the present existing rates should be 
continued in effect * * *’, as the examiner stated at page 9 of his decision, nor 
do we affirm or adopt the examiner’s finding Number 17 to the effect that none 
of Western’s rates “* * * have been shown to be unjust, unreasonable, unduly 
discriminatory or preferential.” Furthermore, this order is without prejudice 
to any action the Commission may hereafter take in the proceedings now pend- 
ing before us in Docket No. R-168, and it shall not be construed as a determina- 


tion as to what the effective legal rates are or have been for jurisdictional sales 
by Western. 


The Commission orders: 


The decision of the presiding examiner issued herein on December 31], 1959, 
as modified above, is hereby adopted as the decision of the Commission as of the 
date of issuance of this order. 


Chairman Kuykendall concurring in result. 


*Subsequently withdrawn. 
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DECISION 
DISMISSING PROCEEDING UNDER SECTION 5(A) OF THE NATURAL GAS ACT 


(Issued December 31, 1959) 








Law, Presiding Eraminer: On August 31, 1955, Tennessee Public Service 
Commission, Knoxville Utilities Board and various municipalities and public 
utility companies, engaged in the distribution of natural gas within the State 
of Tennessee, filed a joint complaint under the Natural Gas Act against rates 
being currently charged by Western Natural Gas Company (Western) for 
natural gas sold to Tennessee Gas Transmission Company (TGT) under West- 
ern’s FPC Gas Rate Schedule No. 2, applicable to gas produced from the San 
Salvador Field, Hidalgo County, Texas. 

In considerataion of the complaint the Commission found that it was neces- 
sary and proper that an investigation be instituted by the Commission into and 
concerning all the rates, charges or classifications demanded, observed, charged 
or collected by Western. The Commission accordingly on January 27, 1956, 
issued an order directing the holding of a hearing concerning the matters 
involved and the issues presented, as set forth in the Commission’s order insti- 
tuting the investigation. 

The instant hearing was convened on March 18, 1957, and continued through 
March 22, 1957. After presentation of the direct testimony of Staff’s witnesses 
and some preliminary examination thereon, the hearing was, at the unani- 
mous request of the parties, recessed to June 24, 1957, at which time a 
motion was presented by Western for a further postponement of the hearing. 
The Commission Staff and other parties joined in a request that such post- 
ponement be to July 17, 1957. On July 17, 1957, the hearing was accordingly 
resumed and cross-examination of Commission Staff’s witnesses continued 
through July 22, 1957, when, upon motion, the hearing was recessed to further 
action of the Commission. 

By order issued December 6, 1957, this proceeding was consolidated with 
proceedings in the Matters of Champlin Oil and Refining Company, Docket 
Nos. G-9277 and G-—9280 and six other proceedings or group of proceedings 
relating to the rates and charges of various independent producers, for the 
limited purpose of permitting the Staff and various respondents and other 
parties to the said proceedings (i) to present basic evidence as to rates, charges, 
terms and conditions under which sales of natural gas are made in the several 
producing areas of the United States; (ii) to present analyses or interpreta- 
tions of such basic rate-schedule data; (iii) to present generally applicable 
evidence relating to various theories of rate fixing for sales of natural gas by 
independent producers including evidence of general economic or accounting 
nature. By the same order it was provided that a hearing in said consolidated 
proceedings (G—9277 et al.) be held, beginning on January 7, 1958. 

The said consolidated hearing in the Matters of Champlin Oil and Refining 
Company, Docket Nos. G—9277 et al. (hereinafter referred to as the Champlin 
Omnibus hearing) began January 7, 1958, and continued (including recesses) 
to March 31, 1959, when it was concluded. Portions of the record (both testi- 
mony and exhibits) from the Champlin Omnibus proceedings, in accordance with 
the Commission’s order instituting those proceedings, were subsequently in- 
corporated as part of the record in the instant proceeding. 

On December 16, 1958, the Commission consolidated with the present pro- 
ceeding (G-—9281) two other proceedings in the Matters of Western Natural Gas 
Company, involving increased rates proposed by Western, and fixed the date of 
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January 26, 1959, for resumption of the hearing thereof. By Notices of Jan- 
uary 14, and January 26, 1959, the proposed rate increase proceedings in Docket 
Nos. G—14013 and G—14737 were severed from the proceedings in Docket No. 
G-—9281 and postponed indefinitely, the further hearing in Docket No. G—9281 
being postponed to February 24, 1959. 

The instant hearing resumed on February 24, and continued through Febru- 
ary 25, 1959, at which time direct testimony of two witnesses of Western was 
received, the hearing being then recessed to April 20, 1959. Upon resumption of 
the hearing, April 20, 1959, direct testimony of additional witnesses for Western 
was presented, together with further direct testimony by one of the witnesses who 
testified at the February 24th hearing session. The hearing resumed, after re- 
cesses, on April 28, 1959, for purposes of completing the direct testimony of one of 
Western's witnesses who had not been available for examination on the 21st. At 
the request of counsel for Philadelphia Electric Company (Philadelphia), the 
hearing was then recessed to July 7, 1959, to permit preparation of cross-exami- 
nation of Western’s witnesses. Upon request of counsel for Philadelphia and 
Publie Service Electric and Gas Company (Public Service) the hearing was re- 
cessed from July 7, 1959, to September 9, 1959, at which time cross-examination 
of Western’s witnesses was begun and continued through September 11, 1959, 
when, at the request of Staff Counsel and counsel for the interveners, the recess 
was taken to October 28, 1959, to permit time for preparation of further evi- 
dence by Staff Counsel, interveners or complainants who might desire to present 
testimony. On October 28, 1959, Staf€ Counsel filed a motion to dismiss the 
present proceedings, without prejudice to other pending or future proceedings 
involving Western’s rate and charges subject to the Natural Gas Act. 

At the hearing session of the same date (October 28, 1959) counsel for vari- 
ous interveners stated that they desired time to confer with Western and to 
study such additional records as Western might make available to them, before 
answering the said motion. Accordingly, after due consideration, the Presiding 
Examiner extended the time for filing answers to the motion to dismiss, from 
the normal period of 10 days after date of service of the motion, to November 
30, 1959, and, in accordance with request of the parties, recessed the hearing to 
December 16, 1959, in view of the possibility that some of the complainants or 
interveners might desire to presep* evidence rebutting the testimony and ex- 
hibits presented by Western. 

On October 29, 1959, Western filed a consent to the Commission Staff’s motion 
to dismiss. Telegraphic answers to Staff’s motion to dismiss were received 
from counsel for Philadelphia on November 27, 1959, and from counsel for 
Public Service on November 30, 1959. In each case, the said telegraphic an- 
swer expressed consent to Staff Counsel’s motion to dismiss the proceedings in 
Docket No. G—-9281. In the case of Philadelphia it was further stated as its un- 
derstanding that action taken in Docket No. G—9281 “will not constitute a basis 
for any increase of rates by Western Natural Gas Company in any other 
proceeding.” 

We can only interpret the additional statement of understanding contained 
in the telegram of Philadelphia as meaning that the cost presented in this pro- 
ceeding shall not (of itself) consist of the total basis from which further rates 
are to be established. If such increased rates are proposed later and supported 
by a cost of service showing, the costs which have been shown here would re- 
main a part of Western’s total costs, to the extent that they are continuing costs 
and can be supported as part of the cost of producing and selling gas. We do 
not understand Philadelphia to be proposing any change in this rule. In view 
of that fact, we do not feel that the suggestion made requires any change in 
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the language which we must adopt if we approve, as is our intentions, the 
motion heretofore made by Staff Counsel, to which motion no objection or 
opposing answer has been filed. 

The hearing was resumed on December 16, 1959, at 10:00 o’clock A.M., in 
accordance with the previous recess. Staff Counsel and counsel for the re- 
spondent-Western were present. No request or reason for the filing of brief’s 
existing, the case was then concluded upon the record made, including the 
motion to dismiss and the answers thereto. 


Discussion of the Motion 


Staff Counsel stated, as a basis for the motion, that the position of the 
Staff is that Western’s total jurisdictional revenues for the test year compare 
favorably with its total jurisdictional cost of service, and therefore, that the 
Commission would be justified in finding that Western’s jurisdictional rates 
are not unjust or unreasonable and that a finding of injustice or unreason- 
ableness must be made affirmatively before the Commission can make a de 
termination that other rates are just and reasonable and the rates to be 
collected. The Staff does not admit abandonment of the theory that rate 
schedules may properly be grouped in dealing with independent producer rates, 
but appears to believe that evidence on a test year ending May 31, 1956, does 
not justify the establishment of other differentials at the present time. 

Staff Counsel called attention to the fact that as the proceeding now stands 
there are no rate increase applications included therein and no problem of refund 
is here involved. He further asked that a provision be inserted in the order, 
to provide that such dismissal of Docket No. G-9281 is without any affect upon 
pending or future rate-schedule applications under Section 4 of the Act, and 
that any final order should state that the action taken herein shall not be a 
bar to subsequent determinations with respect to rate areas or rate differ- 
entials in any future proceedings, or be construed as constituting approval 
of any of the methods utilized or as a determination of any of the issues in 
controversy. 

We are not sure that Staff Counsel, in referring to approval of the dismissal, 
limits his proposal to the method utilized by Western or means to include the 
methods used by Staff witnesses in their exhibits. We are inclined to believe 
that a dismissal of this sort, which is the equivalent to nolle prosequi in a 
criminal case, could not constitute approval of any method used by anyone, 
either in accounting or in the preparation of exhibits. While we can not fully 
agree with Staff Counsel, as to the termination of the present controversy, 
since it must be conceded that dismissal will have the effect of determining 
that the present existing rates should be continued in effect, such continuance 
would be only to such time as either an increase was authorized upon the basis 
or rate-increase filings heretofore or hereafter made by Western or until such 
time as a further and new investigation is made and shall establish that any 
or all of the rates of Western should be reduced as being unjust or unreason- 
able. 

As hereinbefore stated, Western has no objections to the granting of the 
motion to dismiss, in the form and language presented by Staff Counsel. Phila- 
delphia and Public Service have also stated their consent to the granting of 
the motion. In view of the fact that none of the other interveners have seen 
fit to file answers to the motion, of which (as appears by the certificate of 
service) they were served with copies, it must be assumed that they have no 
objections to the granting of the motion. In fact, their failure to answer or 
to appear at the closing session of the hearing constitutes a waiver of any 
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right, which they might otherwise have, to object to the granting of the motion. 
We are therefore granting the said motion, as appears hereafter by our addi- 
tional formal findings and order. 


FURTHER FINDINGS AND CONCLUSIONS 


Upon the facts in evidence, together with the pleadings and the arguments 
of counsel, it is further found and concluded that: 

1. Western Natural Gas Company (Western) is a Delaware corporation 
with executive offices in Houston, Texas and is engaged principally in the 
business of acquiring interests in, exploring and developing prospective and 
proven gas and oil leases and lands, in the production, gathering and sale of 
natural gas and crude oil, and in the extraction and sale of condensate 
and other liquid hydrocarbons produced with gas. 

2. Western is engaged in the sale and delivery of natural gas in interstate 
commerce for resale for ultimate public consumption and has filed numerous 
rate schedules for such interstate sales with this Commission. 

3. Western has been granted certificates of public convenience and necessity 
for the sale of the gas sold under various contracts on file as FPC Gas Rate 
Schedules. 

4. Western is and has been found to be a natural-gas company within the 
meaning of that term as used in the Natural Gas Act. 

5. On January 27, 1956, the Commission issued an order instituting an inves- 
tigation of all the rates, charges or classifications demanded, observed, charged 
or collected by Western in connection with any transportation or sale of 
natural gas, subject to the jurisdiction of the Commission, and any rules, 
regulations, practices or contracts affecting such rates charges or classifications. 

6. Hearings have been held beginning in March 1957 and being concluded on 
December 16, 1959, in the said investigation. 

7. At the hearing, testimony was presented by the Staff of the Commission 
and by Western and the witnesses presenting testimony of each party were 
subjected to cross-examination as to their oral testimony and exhibits. 

8. Testimony and exhibits were also received in the present hearing from 
the Champlin Omnibus proceeding in Docket No. G-9277 et al., of which the 
present docket was made a part for limited purposes by this Commission. 

9. The evidence presented by the Staff was based upon the test year ending 
May 31, 1956. 

10. Complainants and interveners were afforded an opportunity to present evi- 
dence but did not see fit so to do. 

11. On October 28, 1959, Staff Counsel filed a motion to dismiss the 
proceeding. 

12. It is the position of the Staff (taken in its motion) that Western’s total 
jurisdictional revenues for the test year compare favorably with its total juris- 
dictional cost of service, and that the Commission would be justified in finding 
that Western’s jurisdictional rates are not unjust or unreasonable. 

13. Western and two interveners have expressed consent to Staff Counsel’s 
motion to dismiss and no party in this proceeding has objected thereto. 

14. Section 5(a) of the Natural Gas Act requires an affirmative finding that 
a rate, charge, or classification demanded, observed, charged or collected by 
a natural gas company in connection with the transportation or sale of natural 
gas subject to the jurisdiction of the Commission or any rule, regulation, prac- 
tice or contract affecting such rates, charges, or classification is unjust, un- 
reasonable, unduly discriminatory or preferential before this Commission can 
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proceed to find and fix any other charges, classifications, rules, regulations, 
practices or contracts to be substituted therefor. 

15. The record shows that even if no consideration were given to statutory 
tax benefits relating to percentage depletion and intangible drilling costs in 
calculating cost of service for Western, the excess revenues shown over those 
resulting from a uniform return of 9 percent would average less than one-half 
cent per Mcf. If consideration were given to percentage depletion and intan- 
gible drilling costs, a deficiency of slightly more than 1*%4 cents per Mcf would 
be shown to exist with the said 9 percent return. 

16. Western’s average test year price for jurisdictional sales was 8.83 cents 
per Mecf and its highest individual jurisdictional rate was slightly higher than 
13% cents per Mcf. 

17. Neither the rates, charges and classifications demanded observed, charged 
or collected by Western, which are under consideration in this proceeding nor 
any rule, regulation, practice or contract affecting such rates, charges, or 
classifications have been shown to be unjust, unreasonable, unduly discrimina- 
tory or preferential. 

18. The public interest requires that the present proceeding should be dis- 
missed in accordance with the motion heretofore filed by Staff Counsel on Octo- 
ber 28, 1959. 

19. The public interest further requires that nothing contained in the order of 
dismissal shall have any affect upon pending or future rate-increase applica- 
tions filed by Western under Section 4 of the Natural Gas Act. 

20. The public interest further requires that nothing contained in the order of 
dismissal shall be construed as approval of the accounting methods of Western 
or of the manner in which any exhibits presented by anyone in the present 
proceeding have been prepared. 

ORDER 


WHEREFORE, IT IS ORDERED, Subject to review by the Commission, that: 

(A) The proceeding in this matter, begun by an order of the Commission 
instituting investigation and issued January 27, 1956, is hereby dismissed. 

(B) Nothing contained herein shall affect any pending or future rate-increase 
application of Western or of any successor thereof under Section 4 of the 
Natural Gas Act. 

(C) Nothing contained herein shall be construed as constituting approval of 
any accounting procedure or methods used by Western, nor of any rule, regula- 
tion, or practice affecting said accounting procedures or methods, contained in 
the rate filings or rate schedules of Western. 

(D) This order is without prejudice to any findings or orders which may 
have been or may be made by this Commission in any other proceeding now 
pending or which may hereafter be instituted by or against Western. 


GLen R. Law 
Presiding Examiner 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


BLANCO OIL COMPANY (OPERATOR), ET AL., DOCKET NO. G-19781 
OBDER ACCEPTING AMENDED OFFER OF SETTLEMENT AND TERMINATING PROCEEDING 
(Issued February 1, 1960) 


On September 21, 1959, Blanco Oil Company (Operator), et al, (Blanco) 
tendered for filing Supplement No. 3 to its FPC Gas Rate Schedule No. 1, 
proposing increased rates and charges for sales of natural gas subject to the 
jurisdiction of the Commission, from the Seven Sisters Field, Duval County, 
Texas, to Tennessee Gas Transmission Company (Tennessee). 

On October 21, 1959, the Commission ordered that a public hearing be held 
to determine the lawfulness of the rates and charges contained in the above 
identified supplement; suspended the use thereof until April 1, 1960, and until 
such further time as the rates and charges so proposed might be made effective 
in the manner prescribed by the Natural Gas Act. 

Blanco’s notice of change and tender of proposed increased rates and charges 
as contained in said Supplement No. 3 provided for an increase of 2.97252¢ 
per Mcf in rate, from 12.12268¢ to 15.0952¢ per Mcf. Blanco submitted cost data 
for the particular lease involved, but not for its over-all operations. 

On December 8, 1959, Blanco submitted an Offer of Settlement in this pro- 
ceeding, by which it proposed, among other things, to delete the favored-nation 
and price redetermination clauses from its contract with Tennessee as contained 
in its FPC Gas Rate Schedule No. 1, and substitute a provision for periodic 
increases; on condition that the Commission terminate the suspension pro 
ceeding herein and permit the rate and charge of 15.0952¢ per Mcf to become 
effective without refunding obligation. 

The Commission, by letter from the Secretary dated December 30, 1959, 
notified Blanco that the Offer of Settlement was denied “without prejudice to 
the submittal of a similar offer of settlement at a rate of 14.6¢ per Mcf.” On 
January 4, 1960, Blanco submitted an amendment to its foregoing Offer of 
Settlement so as to propose a rate of 14.6¢ per Mcf. 

Blanco, in its Offer of Settlement, as amended, proposes termination of the 
proceeding and acceptance of a rate of 14.6¢ per Mcf in lieu of the suspended 
rate of 15.0952¢ per Mcf, in consideration of which, Blanco and the contracting 
parties of interest would execute and file an agreement with Tennessee elim- 
inating the favored-nation and price redetermination provisions, and insert a 
provision for a 1.0¢ increase to 15.6¢ per Mcf in November 1964 and to 16.6¢ 
per Mcf in November 1969. In addition any increase in production, severance 
and gathering taxes after November 1, 1959, would be reimbursed for %ths of 
such increase. 

In support of the offer, Blanco states the settlement would avoid expensive 
hearings and preparation of complex data, neither of which it is in position 
to undertake and that the other parties are relatively small producers without 
adequate facilities and personnel to present their cases at a hearing. 

Blanco is the operator of more than sixty oil and gas leases, the operating 
owner of six oil and gas leases and the non-operating, co-owner of seven leases. 
Blanco’s public accountants estimate a cost of $53,000 for producing an over-all 
cost of service study and claim such an expenditure is not justified in relation 
to an increase of $5,000 yearly based on Blanco’s first proposal of a 15.0952¢ 
rate in this proceeding. 
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In our judgment, settlement in accordance with the amended Offer of Set- 
tlement is desirable in the public interest and appropriate to carry out the 
provisions of the Natural Gas Act. 

The proposed Offer of Settlement, as amended would be beneficial to the 
public and advantageous to all concerned by relieving the Commission, the 
producers, and Tennessee, as well as customer companies of the time and 
expense which might be necessary to the conduct of formal hearings in such 
rate cases as might otherwise arise under the favored-nation and redetermina- 
tion clauses. The resulting stability in gas costs would be welcome to all 
segments of the natural-gas industry. Furthermore, freeing the Commission 
from the need of considering such proposed increases would enable us to con- 
centrate our efforts on other rate cases and other matters having possibly more 
serious consequences for the public and the consumer. 

However, we desire to make it clear that acceptance of this Offer of Settle 
ment as amended, shall not be construed as approval of any future increased 
rates proposed by Blanco under the periodic escalation provisions or otherwise. 


The Commission finds: 


(1) The proposed settlement of this rate proceeding on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Blanco with 
the Commission on December 8, 1959, as amended on January 4, 1960, is in the 
public interest and appropriate to carry out provisions of the Natural Gas Act 
and should be approved by the Commission and made effective as hereinafter 
ordered. 

(2) Good cause exists for terminating the proceeding in Docket No. G—19781, 
provided, Blanco tenders for filing a supplement superseding its Supplement No. 
3 to its FPC Gas Rate Schedule No. 1, which superseding supplement would 
embody the hereinabove-described amendments to its contract with Tennessee 
in such manner that the amended contract and superseding supplement will 
conform with, and discharge, Blanco’s obligations under its Offer of Settlement 
herein as amended on January 4, 1960, as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Blanco on De- 
cember 8, 1959, as subsequently amended on January 4, 1960, is hereby approved 
in accordance with the provisions of this order. 

(B) Blanco and the other parties of interest shall execute with Tennessee, in 
accordance with the terms of the Offer of Settlement, as amended, an amend- 
ment to their Gas Purchase Contract dated October 1, 1953, filed with the Com- 
mission as Blanco’s FPC Gas Rate Schedule No. 1. 

(C) Blanco shall, within 30 days from the date of issuance of this order, 
file with the Commission as part of a superseding supplement to its FPC Gas Rate 
Schedule No. 1 under Part 154 of the Commission’s Regulations under the 
Natural Gas Act, the executed agreement with Tennessee required by Paragraph 
(B) above. 

(D) The change in rate and charge from 12.12268¢ to 14.6¢ per Mcf, proposed, 
shall be filed within 30 days from the issuance of this order, in a supplement 
superseding Supplement No. 3 to Blanco’s FPC Gas Rate Schedule No. 1, in 
conformity with Blanco’s Offer of Settlement, as amended, entailing among 
other things, elimination of favored-nation and redetermination clauses, provi- 
sion for a 1.0¢ increase in rate to 15.6¢ per Mcf in November 1964, and to 16.6¢ 
per Mcf in November 1969, and reimbursement for *4ths of the amount of any 
increase in production severance and gathering taxes after November 1, 1959, 
and said rate of 14.6¢ per Mcf shall become effective as of the date of this order: 
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Provided, that Blanco make a satisfactory filing in accordance with Paragraph 
(C) above. 

(E) Supplement No. 3 to Blanco’s FPC Gas Rate Schedule No. 1, tendered 
September 21, 1959, proposing a rate and charge of 15.0952¢ per Mcf, and sus- 
pended by order issued herein October 21, 1959, shall be superseded as of the 
date of this order, and the proceeding in Docket No. G-19781 terminated as of 
that date: Provided, that Blanco make a satisfactory filing in accordance with 
Paragraphs (C) and (D) above. 

(F) The acceptance of this amended offer is without prejudice to any find- 
ings or determinations that may be made in any proceedings which are pres- 
ently being heard, or in any other proceeding now pending or hereinafter insti- 
tuted by or against Blanco. 

Commissioner Connole dissenting because of the lack of findings of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411.) 


BLUE RIDGE GAS COMPANY, DOCKET NO. G—14422 
ORDER MODIFYING AND ADOPTING AS MODIFIED EXAMINER'S INITIAL DECISION 
(Issued February 1, 1960)* 
Syllabus 


1. Where there is a public need for natural gas service, and benefits to the 
public and feasibility of such service have been shown, there is no basis 
for denying such service simply because it will offer competition to an 
existing fuel and there will be some displacement of existing fuel. P. 247. 

2. Petition to reopen proceeding in light of filing of proposed increased rates 
by Atlantic Seaboard rejected, since any impact proposed increased rates 
may have on feasibility of the project is mostly hypothetical. P. 247. 

8. Commission directs Atlantic Seaboard to establish and maintain physical 
connection of its transportation facilities with facilities of Blue Ridge 
and to sell natural gas to Blue Ridge, under Section 7(a) of the Natural 
Gas Act. 

Donald E. Van Koughnet, for Blue Ridge Gas Company. 

Bryce Rea, Jr., for Virginia Petroleum Jobbers Association. 

BE. B. Blackmon, for the Staff of the Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 

William R. Connole, Arthur Kline and John B. Hussey. 


This proceeding arose under Section 7(a) of the Natural Gas Act upon 
application by Blue Ridge Gas Company (Blue Ridge) for an order directing 
Atlantic Seaboard Corporation (Atlantic Seaboard) to make available a supply 
of natural gas for Blue Ridge’s proposed natural-gas distribution system in 
Rockingham County, Virginia. On October 20, 1959, the presiding examiner 
issued his initial decision in this proceeding directing Atlantic Seaboard to 
establish and maintain physical connection of its transportation facilities wth 
facilities to be constructed by Blue Rdge, and to deliver and sell to Blue Ridge 
its natural gas requirements, not to exceed, however, a maximum daily volume 
of 2,041 Mcf. On November 9, 1959, intervener Virginia Petroleum Jobbers 
Association (Jobbers) filed exceptions to the examiner’s decision and requested 
oral argument before the Commission. Thereafter, on November 13, 1959, Job- 
bers filed a petition to reopen the proceeding for further evidence to show the 


*Initial decision appears on p. 248. Rehearing denied by order issued March 25, 1960. 
Affirmed 293 F. 2d 527 (CADC-1961). 
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impact of proposed increased rates filed with the Commission on November 
4, 1959, by Atlantic Seaboard. An answer to Jobbers’ petition to reopen was 
filed by Blue Ridge on November 23, 1959. 

The examiner’s decision of October 20, 1959, which is now before us, is the 
second initial decision by the examiner in this proceeding. The first decision 
was issued by the examiner on August 6, 1958, and also directed Atlantic 
Seaboard to make a gas supply available to Blue Ridge. This decision was 
adopted by the Commission by order issued August 20, 1958, 20 FPC 213. 
However, Jobbers, which had theretofore been denied permission to intervene 
in the proceeding, petitioned the United States Court of Appeals for review 
of the Commission’s order of August 20, 1958. Thereafter, on March 19, 1959, 
the Court remanded the case to the Commission with directions to permit 
Jobbers to intervene, and then to conduct a new hearing on the Blue Ridge 
application. Virginia Petroleum Jobbers Association v. F.P.C., (CADC), 265 
F. 2d 364. The decision before us now was issued by the examiner after con- 
ducting a new hearing in accordance with the Court’s mandate. 

The new hearing consumed sixteen hearing days during which both Blue 
Ridge and Jobbers introduced oral and documentary evidence, and witnesses 
were cross-examined by both parties and by staff. All participants filed briefs, 
Blue Ridge and Jobbers filing both initial and reply briefs of considerable 
length. On the basis of this full and complete record, and in the exercise of 
his best judgment, the examiner concluded that Blue Ridge’s proposal is neces- 
sary and desirable in the public interest, finding inter alia that there is a public 
need for and will be a public benefit from natural gas service in this area, that 
the project is both economically and financially feasible, and that there is 
available from Atlantic Seaboard a gas supply to serve Blue Ridge’s projected 
requirements without impairing Atlantic Seaboard’s ability to meet the require- 
ments of its other customers. 

In its exceptions, Jobbers contends that the ultimate conclusions of the exam- 
iner are erroneous since there is no substantial evidence of record to support 
the underlying findings which the examiner has made. Jobbers then proceeds 
to set forth twenty-seven separate exceptions to findings made by the examiner, 
arguing them at length with liberal references to the evidence and to Jobbers’ 
briefs. Upon review of these exceptions, together with the evidence of record, 
the parties’ briefs, and the examiner’s decision, we are unable to find that 
Jobbers’ exceptions raise any material issues which were not fully argued 
before the examiner in the briefs and properly disposed of by him in his deci- 
sion. We are of the opinion that the evidence of record supports his findings 
and conclusions, and that his decision, except as hereinafter modified, should 
be adopted as the decision of the Commission. 

One of the issues in this proceeding, raised by Jobbers’ petition for inter- 
vention, is whether Jobbers will be severely adversely affected by Blue Ridge’s 
proposed project for the introduction of natural-gas service in this area. Some 
comment on this issue and the related question of the public interest is appro- 
priate here to clarify the position of the Commission in adopting the exam- 
iner’s decision. As for the question of adverse effect, the evidence of record 
shows no specific loss which might be suffered by Jobbers or any of its mem- 
bers by reason of the competition of natural gas with fuel oil which would 
result from granting Blue Ridge’s application in this proceeding, nor has it 
been shown that Jobbers cannot successfully compete with natural gas. No 
substantial injury has been proved. 

As for the public interest, and the effect thereon of such displacement of 
fuel oil as will occur by reason of this competition from natural gas, the 
examiner (p. 250) makes this statement: “Granting that it is in the public 
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interest for the fuel oil business in Rockingham County to prosper, it is 
not in the public interest for such business to prosper at the expense of the 
people of such county being deprived of natural-gas service.” This statement 
cannot be construed as a finding that the fuel oil business in the county will 
not continue to prosper when natural-gas service is introduced into the area, 
since there has been no showing that Jobbers will suffer substantial injury 
by reason of such competition. Considered in the light of the examiner’s 
correlative finding that it is in the public interest for the people of the 
county to have natural-gas service, the only proper construction to be given 
to the quoted statement is that the public interest will be better served by 
permitting the proposed natural-gas service than by depriving the people of 
that service to protect Jobbers’ fuel oil business from the competition of 
natural gas. This is clear from the examiner’s ultimate conclusion that the 
granting of Blue Ridge’s application is necessary and desirable in the public 
interest. 

Where there is a demonstrable public need for natural-gas service, and the 
benefits to the public and the feasibility of such service have been shown, 
there is no basis for denying such service simply because it will offer com- 
petition to an existing fuel and there will be some displacement of the 
existing fuel by reason of the public demand for natural gas. As in the cases 
cited by the examiner in his decision, there is nothing in the record in this 
proceeding to indicate that it would be in the public interest to deny con- 
sumers in this area the use of natural gas as proposed; and although there 
may be some loss of business to Jobbers, the public interest in the proposed 
natural-gas service outweighs any interest which may be adversely affected 
by such service. 

Jobbers’ petition to reopen this proceeding for further evidence is based upon 
a filing by Atlantic Seaboard on November 4, 1959, of proposed increased 
rates which would affect the cost of gas to Blue Ridge. Jobbers contends that 
the Commission should consider the effect of Atlantic Seaboard’s proposed 
increased rates in passing upon Blue Ridge’s application in this proceeding, 
and that the proceeding should be reopened for evidence showing the impact 
of these increases on Blue Ridge’s estimates of costs, revenues and sales, and 
on the rates of return and debt coverage ratios projected on the basis of these 
estimates, since the examiner relied on these estimates in finding the Blue 
Ridge project to be economically and financially feasible. 

Atlantic Seaboard’s proposed increased rates, other than its proposed IS 
rate for industrial service, were suspended by Commission order issued Decem- 
ber 4, 1959, in Atlantic Seaboard Corporation, Docket No. G—20272, and cannot 


mle, C 
be made effective by Atlantic Seaboard prior to expiration of the suspension 
period on May 7, 1960. Furthermore, the proposed rates may never be approved 
by the Commission. Since the IS rate applies only to a lesser, and a pro- 
gressively smaller, portion of the gas to be sold by Atlantic Seaboard to 
Blue Ridge,’ any impact which the proposed increase rates may have on the 
feasibility of Blue Ridge’s project is mostly hypothetical at this time. 

The examiner has already found Blue Ridge’s project to be feasible on the 
basis of two successive increased rate proposals by Atlantic Seaboard which 
have been put into effect subject to refund since this proceeding commenced, 


1 Exhibit No. 18, Schedule 4 shows estimated annual IS purchases and total gas pur- 
chases as follows: 


First year Third year Fifth year 
TB. Percent (He) 2c essence tien 266, 400 247, 825 66, 600 
Total Gas Purchases (Mcf)-~~--..-----.. 801, 620 992, 790 1, 226, 990 













































































































248 FEDERAL POWER COMMISSION 

































and which also may never be approved by the Commission. The subsequent 
filing by Atlantic Seaboard of further proposed rate increases, the impact of 
which is mostly hypothetical at this time, is not a change in fact constituting 
sufficient ground for reopening under Section 1.33 of the Commission’s Rules 
of Practice and Procedure. There must be some end to this proceeding, 
which already has achieved the distinction of being one of the longest, if not the 
longest, Section 7(a) proceedings on record. Blue Ridge’s application for a 
supply of gas from Atlantic Seaboard has been found to be necessary and 
desirable in the public interest, and the public interest requires that this 
application be finally acted upon without further delay. We cannot find that 
the public interest requires a reopening of this proceeding solely because Blue 
Ridge’ supplier has proposed an increase in rates which might result in an 
increase in the cost of Blue Ridge’s gas at some future time. We conclude that 
the petition to reopen should be denied. 


The Commission finds: 





(1) Decision of the presiding examiner issued herein on October 20, 1959, 
should be modified consistent with the foregoing, and as so modified should 
be adopted as the decision of the Commission as of the date of issuance of 
this order. 

(2) The exceptions to the examiner’s decision and the request for oral 
argument filed herein by Virginia Petroleum Jobbers Association on November 
9, 1959, should be denied. 

(3) The petition to reopen for further evidence filed herein by Virginia 
Petroleum Jobbers Association on November 13, 1959, should be denied. 


The Commission orders: 





(A) The decision of the presiding examiner issued herein on October 20, is 
hereby modified consistent with the foregoing, and as so modified is hereby 
adopted as the decision of the Commission as of the date of issuance of this order. 

(B) The exceptions to the examiner’s decision and the request for oral argu- 
ment filed herein by Virginia Petroleum Jobbers Association on November 9, 
1959, are hereby denied. 

(C) The petition to reopen for further evidence filed herein by Virginia Pe- 
troleum Jobbers Association on November 13, 1959, is hereby denied. 


DECISION 








UPON 





APPLICATION FOR ORDER DIRECTING NATURAL-GAS COMPANY TO SELL NATURAL 
GAS TO COMPANY ENGAGED IN LOCAL DISTRIBUTION 





(Issued October 20, 1959) 


Purpvue, Presiding Eraminer: On August 20, 1958, the Commission issued 
an order adopting the decision of the Examiner herein, dated August 6, 1958, 
which directed Atlantic Seaboard Corp. to make a gas supply available to appli- 
cant, Blue Ridge Gas Co., 20 FPC 213. The Commission had theretofore denied 
Virginia Petroleum Jobbers Association permission to intervene in the pro- 
ceeding. Jobbers petitioned the United States Court of Appeals for review of the 
Commission’s order of August 20. The Court of Appeals, on March 19, 1959, 
rendered a decision whereby it remanded the case to the Commission “with 
directions to permit Jobbers to intervene, and then to conduct a new hearing on 
the Blue Ridge application for gas service from Atlantic.” Virginia Petroleum 
Jobbers Association v. Federal Power Commission, 265 F. 2d 364, 368. 

Pursuant to this direction, the Commission permitted the intervention by 
Jobbers and set the case for a new hearing. The new hearing commenced before 
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the Examiner on May 11, 1959, and continued intermittently for a period of 16 
hearing days, concluding on July 17, 1959. Evidence both oral and documentary 
was introduced by applicant and the intervenor. Witnesses were cross-examined 
by said two parties and by the Staff of the Commission. The participants filed 
briefs after the conclusion of the hearing; and the proceeding was submitted 
for consideration and decision. 

Jobbers is a membership corporation composed of marketers, distributors and 
retailers of petroleum and petroleum products in Virginia. Some of its members 
are engaged in business in Rockingham County, in the Shenandoah Valley, where 
the natural-gas distribution project in question in this proceeding would be 
located. Jobbers opposes the granting of the application. 

The Staff recommends that the application be granted, with the reservation 
that the daily volumes of natural gas which Atlantic Seaboard shall deliver to 
applicant be limited to applicant’s estimated third-year peak-day requirements. 

As noted in the Examiner’s former decision herein, 

At present, applicant operates a gas distribution system in Harrisonburg, 
Virginia. The company serves propane air gas to [408] residential custom- 
ers. Also, there are [482] service lines to the residences of former customers 
of Blue Ridge, who were diverted to the use of bottled gas by a previous 
management of the company. Applicant proposes to distribute natural gas 
in lieu of propane air gas, and to expand its property radically. 20 FPC 
213, 214. 

Applicant proposes to construct an 18-mile lateral from a point of connection 
with the pipeline system of Atlantic Seaboard Corp., near New Market, Virginia, 
to Harrisonburg; to expand the distribution system at Harrisonburg; and to 
eonstruct distribution systems in Broadway and Timberville, two small towns 
along the route of the lateral. Applicant’s plan is to distribute natural gas in 
Harrisonburg and its environs, and in Broadway and Timberville. The company 
will also make sales of natural gas at various other points along the route of 
the lateral. It plans to make a number of industrial sales, including service 
to the Harrisonburg Municipal Generating Plant. This plant, which provides 
electric energy to Harrisonburg and areas adjacent thereto, is located about 12 
miles southeast of the city. Applicant plans to construct a service line from the 
Harrisonburg terminus of the lateral to the plant. 

A more particular description of the project and the area involved is con- 
tained in the former decision, 20 FPC 214. That description should be modified 
in the following respects: (1) applicant plans only to make an industrial sale 
at Linville; (2) the proposal to serve the generating plant is now definite; and 
(3) the line from the lateral at Harrisonburg to the plant will consist of 12.5 
miles of 414’’ pipe. 

The cost of the project, as estimated by applicant’s engineering witnesses, re- 
mains the same as testified to at the former hearing, $1,578,420. Although the 
price of steel increased subsequent to the former hearing, applicant was able to, 
and did, purchase the pipe for its project from a mill close by;* and the saving 
in freight charges thereby effected offset the increased cost of the pipe. 

Applicant’s plan of financing is somewhat different from that presented at the 
former hearing. Applicant still proposes to finance the project by the issuance 
and sale of securities, and by earnings over a five-year period; but the securities 
will consist of less debentures and more common stock. The securities now pro- 
posed are as follows: an initial issue of $750,000 first mortgage bonds (having a 
maturity of 20 years), $150,000 of debentures (having the same maturity), and 
155,000 shares of common stock. The common stock is to be sold for a total of 


2 The pipe was purchased with the proceeds of a bank loan to Blue Ridge for the pay- 
ment of which the pipe is pledged as security. 
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$387,000; $55,000 of this amount has already been received from the sale of 
22,000 shares. A subsequent issue of $150,000 of first mortgage bonds is con- 
templated in the second year of operation. 

Applicant estimates that its peak-day requirements in the third year of opera- 
tion will be 2,041 Mcf; and its annual requirements in such year, 992,790 Mcf. 

The application was ably contested by counsel for the intervenor; also the 
intevenor’s expert witnesses were capable. But, for the reasons set out below, 
the Examiner is clearly of the view that the weight of the evidence justifies the 
issuance of an order granting the application, as hereinafter conditioned. 


State and Local Authorizations 


The State Corporation Commission of Virginia has granted to Blue Ridge 
certificates of public convenience and necessity to construct and operate its 
facilities, and to render natural-gas service, in the county, city and towns in- 
volved. Harrisonburg, Timberville and Broadway have each issued a franchise 
to applicant to serve natural gas. Applicant is legally authorized to engage in 
the local distribution of natural gas to the public in the area in question. 


Public Need for Natural-Gas Service 


The mayors of Harrisonburg, Broadway and Timberville, a member of the 
Board of Supervisors of Rockingham County, the president of a principal bank 
of Harrisonburg, the president of the Rockingham Development Corporation, and 
the Executive Director of the Harrisonburg Redevelopment and Housing 
Authority, all attested to a desire and need for natural-gas service on the part 
of the citizenry of the communities and county in question. The Examiner finds 
that there is such public desire and need for the proposed service. 

A particular need exists for natural gas in the operation of the Harrisonburg 
Municipal Generating Plant. That plant is now lying idle. This situation re- 
sults from the fact that the price of fuel oil, which the plant burns, has in- 
creased to the point where it is more economical for the city to purchase its 
entire requirements of electric energy from an outside source. The evidence 
shows that if natural gas is made available to the generating plant at the rates 
proposed by applicant, the plant can again be operated, the purchase of electric 
energy can be discontinued, and a saving to the city of from $40,000 to $50,000 
per year will ensue. 

The Examiner adopts the following excerpt from Jobbers’ brief as a finding: 

The investment of the petroleum fuel industry in Rockingham County 
ranges from $750,000 to $1,000,000. Members of Jobbers sell some 5,000,000 
gallons of No. 2 oil and kerosene in the county annually, virtually all of 
which is used for space heating. In addition, the major oil companies and 
some independent operators supply substantial portions of the space-heat- 
ing market. During the fuel year June 1, 1958 to May 31, 1959, jobbers in 
the county sold in excess of 1,830,000 gallons of Nos. 4, 5, and 6 oil. By far 
the greatest portion of this was No. 6 oil used as industrial fuel. It is 
estimated that Jobbers alone has 35 employees in Rockingham County en- 
gaged in marketing fuel other than gasoline. 

Granting that it is in the public interest for the fuel oil business in Rocking- 
ham County to prosper, it is not in the public interest for such business to 
prosper at the expense of the people of such county being deprived of natural- 
gas service. Cf Mississippi River Fuel Corp., 5 FPC 206, 213; East Tennessee 
Natural Gas Co., 7 FPC 5, 13; American Louisiana Pipe Line Co., Opinion No. 
276, 13 FPC 380. at 391; Iroquois Gas Corp., Opinion No. 279, 13 FPC 492 at 515. 
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Economic Feasibility 


Ford, Bacon & Druvis, an engineering firm of the highest standing, was em- 
ployed by applicant to prepare an economics and engineering report respecting 
the distribution project. According to this report, the project is economically 
feasible. The rates which Atlantic Seaboard now charges are at issue in a 
pending rate proceeding, and are in effect subject to Atlantic Seaboard’s re- 
funding any excess charges. At these rates for purchased gas, the earnings 
coverage of the total debt shown by the report, in the third year of operation, 
before taxes and after depreciation, is 2.21, which is good. The projected rate 
of return in the same year is 8.1%. 

The design of the proposed system, as reflected in the report, appears to be 
adequate; and the estimate of costs and operating expenses, adequate and 
reasonable. 

The estimate of gas sales and revenues contained in the report, at the rates 
proposed, also appears to be warranted. The Ford, Bacon & Davis engineer who 
prepared the portion of the report covering sales and revenues did not make 
a house-to-house canvass in arriving at the estimate of the residential general 
heat loads. The engineer assumed that the 408 present customers in Harrison- 
burg who now use propane air gas, and the 482 former customers who now use 
bottled gas, would switch to natural gas and become residential general usage 
customers at the commencement of operations. The engineer estimated that, of 
the houses along the routes of the proposed distribution lines, there would be a 
85% market saturation of residential general usage customers at the end of 
the first year (1,130 customers); and progressive increases in saturation of 
10% per annum through the third year. 

The engineer estimated the number of residential heat customers at 25% of 
the nonheat customers by the end of the first year; and at 40% of the nonheat 
customers by the end of the third year. 

A survey, by a house-to-house canvass and the use of a well-designed question- 
naire, is highly desirable as a basis for market estimates (see, e.g., Michigan 
Wisconsin Pipeline Co., 21 FPC 552, 566). Generally speaking, the Examiner 
agrees with the view expressed by one of Jobbers’ expert witnesses, a consulting 
economist, that at least a 10% sample of residential users should be a prerequisite 
of a valid estimate. In the present case, however, there is an adequate showing 
of the prospective residential load without such procedure having been followed. 

It is a justifiable assumption that the 890 present and former customers of 
Blue Ridge will convert to natural gas immediately; the record shows that the 
equivalent cost of propane and bottled gas is nearly twice as much as natural 
gas at the proposed retail rates. These 890 anticipated general service customers 
are approximately 80% of the total of 1,130 general service customers estimated 
at the end of the first year. Moreover, the record discloses that there are 1,500 
bottled gas customers in Harrisonburg. According to the engineer witness, the 
wide-spread use of propane and bottled gas “demonstrate[s] that there is no 
apathy on the part of the residents of Harrisonburg to the use of gas in their 
homes.” 

The total number of residential heat customers estimated in the engineering 
report at the end of the first year is only 290; and at the end of the third year, 
only 810. Fuel oil is extensively used in Harrisonburg for house heating. But 
at applicant’s proposed retail rates, the price of gas to residential heat customers 
is slightly less than the equivalent price of oil for domestic use. Domestic coal 
is much cheaper in the area than natural gas for house heating; but it has “the 
well known disadvantages in terms of convenience and cleanliness.” Further, 
the evidence shows that since June 1, 1959, Blue Ridge has received requests for 
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gas service for 274 houses. Of these, 250 are new houses, not yet constructed. 
In all but 15 of the 274 houses, gas for house heating is desired. 

The engineer who made the estimates has had broad experience in forecasting 
sales revenues from distribution projects. He stated that in his opinion the 
estimates were “reasonable, and possibly conservative.” Finally, the engineering 
report is that of a firm of excellent reputation. 

In view of this evidence, the estimates of customer growth and sales in the 
residential category appear to be reasonable and justified. 

Respecting the potential commercial usage, the engineer went through the 
downtown area of Harrisonburg with Blue Ridge personnel and saw the com- 
mercial establishments. He made an estimate that 100 commercial general usage 
customers could be obtained by the end of the first year; and 140, by the end of 
the third year. He estimated the commercial heat customers at 50% of the 
commercial general usage customers. 

Jobbers’ economist witness notes that the procedure entailed no soliciting of 
business or even the obtaining of information by questionnaire; and said that 
it was an “uncertain basis” for reaching a conclusion as to commercial usage. 
There is merit to the witness’ position. To be considered, however, is the ex- 
perience of the engineer and the high caliber of the firm with which he is 
associated. Besides, since the preparation of the report, it has developed that 
several new businesses are to be located in an urban renewal project in Harrison- 
burg, all of which want natural-gas service. The engineer’s estimate of com- 
mercial customers is but 1 commercial customer to every 9.5 residential cus- 
tomers in the first year of operation; and but 1 commercial customer to every 
13.5 residential customers in the third year of operation. On the basis of these 
ratios, the estimate appears to be conservative. Also, the estimate seems to be 
conservative when it is considered that Harrisonburg is a city of 12,000 inhabi- 
tants. The Examiner concludes that the estimate of commercial customers is 
reasonable. 

The principal industrial sale will be made to the City of Harrisonburg, for 
service to the electric generating plant. The plant is equipped with diesel 
engine-generators capable of being converted from oil fuel firing to natural 
gas-oil dual fuel firing. A contract covering this service was entered into, on 
January 22, 1959, between applicant and the city. The contract is for a term 
of 10 years. Under the contract, the city agrees to purchase “the quantities of 
natural gas needed for operation of its electric generating facilities” at the plant, 
which are estimated to be 1,000 Mcf per day. The deliveries, however, are to be 
subject to curtailment and interruptions. The city agrees to pay applicant a 
monthly maintenance-of-service charge. This charge guarantees applicant a 
minimum amount to cover the annual cost of the service line from Harrisonburg 
to the plant (with depreciation taken over a 10-year period), and other expenses 
of the service; provided, however, that the charge is to be adjusted for curtail- 
ments or interruptions. In the event applicant’s cost of purchased gas should 
increase or decrease, the rates to the city are to increase or decrease auto- 
matically in an equivalent amount. 

Pursuant to its contract with Harrisonburg, applicant, on January 28, 1959, 
entered into an agreement with Atlantic Seaboard for Atlantic Seaboard to 
provide up to 740 Mcf per day of the requirements for the generating plant 
under the latter company’s Rate Schedule IS. The remainder of such require- 
ments are to be supplied from gas, purchased by applicant under Atlantic 


Seaboard’s Rate Schedule CDS, surplus to the requirements of applicant’s firm 
markets. 
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The estimate of the Ford, Bacon & Davis engineer is that applicant will sell 
360,000 Mcf per year for the generating plant. This estimate allows for 
curtailment of the service to the generating plant during a period equivalent 
to five days per year. 

Jobbers contends that the evidence fails to establish that applicant will 
receive 740 Mcf per day, or any other volume, under the IS Schedule. Such 
rate schedule is available to a CDS customer of Atlantic Seaboard who executes 
a service agreement wherein the customer agrees to resell the gas to a specified 
industral customer. Deliveries under the rate schedule are on an interruptible 
basis. The Blue Ridge agreement is the first which Atlantic Seaboard has 
ever entered into under the IS Schedule. Hence, there is no experience of 
deliveries to Atlantic Seaboard’s customers under such rate schedule upon 
which to base an estimate of the volume which will be available thereunder. 

The estimate of the engineer is predicated on the fact, shown by the evidence, 
that, in the past, Atlantic Seaboard has had over-run gas available to one of 
its customers (Roanoke Gas Co.) except for an average of about 5 days each 
year. Jobbers’ economist witness expressed the view that, since over-run gas 
commands a higher price than IS gas, Atlantic Seaboard stands to give priority 
to sales of such gas over sales of IS gas. 

The engineer witness, on the other hand, was of the following opinion: 

Since the IS Schedule provides gas to a customer that is depending on 
that gas 365 days out of the year, as compared to a customer requesting 
over-run gas only on a limited number of days, I would expect Atlantic 
Seaboard to recognize their IS tariff ahead of any over-run obligation 
that they may care to assume for one particular day. 

Certainly, gas sold under the IS Schedule will improve Atlantic Seaboard’s 
load factor and result in more economical service to its customers. 

Irrespective of the relative priority of purchases of over-run and IS gas, 
it seems safe to say that Atlantic Seaboard expects to have available for sale 
most, if not all, of the volumes which Blue Ridge needs under the IS Schedule. 
For it is a justifiable inference that, otherwise, Atlantic Seaboard would not 
have entered into the agreement with Blue Ridge for the service under the 
IS Schedule. Also, note the letter, hereinafter referred to, dated May 7, 1959, 
from an attorney for Atlantic Seaboard, wherein it is stated that Atlantic 
Seaboard has sufficient gas “to serve the projected requirements of the applicant, 
Blue Ridge.” 

After the second year of operation, progressively lesser volumes of IS gas 
will be required to supply the generating plant load. Because, as the heating 
load grows on the Blue Ridge project, there will be more gas available, surplus 
to the requirements of the firm market, under the demand component of the 
CDS Schedule. In the third year of operation, the IS gas required for full 
operation of such plant will decrease from 266,400 Mcf to 247,900 Mcf. 

It is, therefore, to be expected that Atlantic Seaboard will supply the requisite 
purchases under the IS Schedule, for an equivalent of substantially 360 full 
days. But even if the deliveries should fall markedly short of these volumes, 
the project should still generate adequate revenue. On the basis of the Ford, 
Bacon & Davis report, in the third year of operation, if Blue Ridge should 
receive IS gas for the equivalent of only 300 days instead of 360, the earnings 
coverage (after depreciation) would be 2.14 and the rate of return, 7.9%; if it 
should receive IS gas for the equivalent of only 240 days, the earnings coverage 
would be 2.07 and the rate of return, 7.9%; if it should receive IS gas for the 
equivalent of only 180 days, the earnings coverage would be 2.00 and the rate 
return, 8.3%; and if it should receive IS gas for the equivalent of only 120 












254 FEDERAL POWER COMMISSION 





days, the earnings coverage would be 1.92 and the rate of return, 8.5%. It 
appears from the evidence that, even under the least of these respective 
earnings coverages and rates of return, the project is economically and financially 
feasible. 

The engineering report contains estimates of a large interruptible industrial 
load in addition to that of the municipal generating plant. Such load (other 
than the municipal generating plant) in the first year of operation is 272,400 
Mcf; and in the third year, is 365,000 Mcf. The estimate for the first year 
is based upon serving eight specified potential customers which now burn fue! oil. 
No particular concerns are singled out, either by identity or type of fuel used, as 
constituted the potential customers who would purchase the estimated additional 
92,600 Mcf to be added by the third year. 

Jobbers contends that such estimates are “grossly overstated.” The Exam- 
iner does not agree. The estimates are derived from a physical count, direct 
contact, and contracts and letters of intent from prospective customers. At the 
proposed rates, the price of interruptible gas for industrial use is less than the 
equivalent price of industrial fuel oils and compares favorably with the price 
of industrial coal. In the opinion of the engineer witness, the potential indus- 
trial market is such that the estimates are reasonable. Of the eight industrial 
concerns used in the estimates as purchasers of gas in the first year, letters of 
intent to take industrial gas were addressed to Blue Ridge by the president or 
general manager of four of the companies. Three of these four companies after- 
wards entered into contracts with Blue Ridge to purchase their natural-gas 
requirements from Blue Ridge. 

There is a conflict in the evidence as to the maximum industrial load which 
Blue Ridge could obtain by supplanting fuel oil with natural gas, and as to the 
total volume of industrial natural gas which the aforementioned eight industrial 
concerns would take annually. The Ford, Bacon & Davis engineer and the 
operating manager of Blue Ridge, under his direction, obtained from the eight 
companies information as to the number of gallons of oil which they consume 
annually. The engineer predicated his estimate of the annual volume of natural 
gas which would be sold to the eight companies upon interruptible natural gas 
being available in sufficient volume to supply three-fourths of their requirements ; 
and thereby came out with the aforementioned annual volume of 272,400 Mcf. 

The president of Petroleum Marketers, Inc., of Richmond, testified on behalf 
of Jobbers that the fuel oil purchased by all of the companies in Rockingham 
County for industrial use in the year June 1958-May 1959 (some 21 in number) 
came to the equivalent of only 245,940 Mcf; and that one-fourth of the com- 
panies are located in portions of the county not accessible from applicant’s 
proposed lines. Since applicant’s engineer witness says that Blue Ridge will 
have available industrial gas to serve only three-fourths of the annual industrial 
requirements, the maximum potential industrial load to be derived from sup- 
planting fuel oil is, on the basis of the figures of the Jobbers witness, reduced to 
184,455 Mcf annually. And since, according to the Jobbers witness, one-fourth 
of the companies using industrial fuel oil are not accessible from applicant's 
proposed lines, the potential industrial load is still further reduced, in an un- 
disclosed amount. And since the eight companies which furnish the basis of 
the engineer’s estimate in the first year are not all of the companies accessible 
from the proposed lines, the annual volume of gas which would be consumed by 
these eight companies would, from the testimony of the Jobbers witness, be a 
still lesser volume below 184,455 Mcf. 


? The increased rate of return shown in some of the instances where it is assumed that 
IS gas would be supplied for a lesser number of days than 360 is due to there being a 
larger gross income after federal income tax. 
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In good part, the testimony of the Jobbers witness and an exhibit presented by 
him in support of his testimony were not based upon first-hand knowledge. The 
exhibit purported to show, for the year June 1958-May 1959, the sales of fuel 
oil to all but three of the industrial customers in the county, designated by letters 
of the alphabet. These sales (together with the sales, shown separately, to the 
three other companies) were the equivalent of the aforementioned volume of 
245,940 Mcf. The witness, however, was able to identify only four of the in- 
dustrial customers. Three of these four companies, and the annual volumes of 
gas which, according to the Jobbers witness, would be required to replace the 
fuel oils sold them, are as follows: 

Company Mcf annually 
Rockingham Poultry Marketing Co-op 42, 654 
ge, ER ee ee ee 
OER FREE UCN Ce onan e aes so natstanenenanne 16, 461 


84, 874 


It so happens that three of the four companies whose officials addressed letters 
of intent to applicant are the same three companies above named. In such let- 
ters, the company officials specified an intention to purchase the following 
volumes of gas: 


Company Mcf annually 
Rockingham Poultry Marketing Co-op___-_-------_------_._-. 67, 800 


URN VUURUUEE TUNE UU cis ecocresccheenise cenetiparainincaseaineniontenieeins 52, 500 
National Fruit Product Co = 15, 000 


1345, 300 


more than two-thirds as much again as the volume depicted by Jobbers’ witness. 

The total of the annual volumes specified in the four letters of intent is 
214,500 Mcf. This volume, from «aly four of applicant’s eight potential first- 
year customers, is nearly as much us the total volume which, according to the 
Jobbers witness, is required to replace all of the industrial fuel oil sold annually 
in the whole country (245,940 Mcf). 

It seems manifest that something is wrong with the figures of the Jobbers 
witness ; and that they should be disregarded. 

The president of Petroleum Marketers, Inc., further testified that the sellers 
of oil for industrial purposes in Rockingham County would attempt to meet 
natural-gas competition in order to hold their market, “primarily by reduction 
of price, if it was required.” This consideration, of course, presents an element 
of risk in applicant’s venture which would not otherwise exist. At the same 
time, a reduction in the price of fuel oil occasioned by the introduction of natural 
gas in the area would be a boon to the inhabitants of the county. 

Jobbers correctly says that the evidence shows that the officers and directors 
of Blue Ridge are totally inexperienced in the natural-gas distribution business. 
Whether or not a prospective distribution enterprise will be well-managed is a 
salient consideration going to the question whether the venture will be a finan- 
cial success. However, a substantial amount of the own money of the officers 
and directors of applicant will be invested in the undertaking. From this fact 
and other circumstances shown by the evidence, it follows that the officers and 
directors should enter upon the undertaking with zeal. Applicant at present 
has personnel adequate for the operation of the propane-air-gas system. These 
men will be retained. Applicant has engaged Ford, Bacon & Davis to procure 
for it other employees for the operation of the new system. Ford, Bacon & 
Davis will have engineers at the project during the construction period and at 


676—-S806—64——__19 















256 FEDERAL POWER COMMISSION 





the commencement of the operational period. The engineering firm has also 
recommended two men to Blue Ridge for the position of operating manager of 
the company. Each of these men is experienced in the operation of gas dis- 
tribution systems; each is considered by the engineering firm to be thoroughly 
qualified ; and each is willing to accept the position. The operating manager, 
when employed, will participate in the further expansion of the organization 
to include a new sales force. 

Lastly, Jobbers cites, as auguring ill for the success of the undertaking, the 
experience of Shenandoah Gas Co. That company purchases its supply of gas 
from Atlantic Seaboard and distributes the same in Winchester and other points 
in Frederick County, Virginia. Frederick County is situated in the Shenandoah 
Valley, to the north of the instant project. The Shenandoah Company has fared 
badly financially. The record discloses that the proposed service area of ap- 
plicant and the service area of Shenandoah are quite similar in population den- 
sity; in the number of manufacturing establishments, stores and employees 
thereof; in the volume of sales by such establishments and stores; in the wages 
received by employees; in per capita income; and in the value of real estate. 
In the period of a little more than three years during which Shenandoah has 
been in operation, that company has shown a deficit, with total losses aggregating 
$377,000. ‘This dark picture is ameliorated somewhat by the facts that Shenan- 
doah is still engaged in business, and that the annual deficit has been decreasing. 

The causes of Shenandoah’s lack of success to date—whether the company 
has not been too-well managed or whether some other reason or reasons—are 
not disclosed. However, two distinguishing features between the Shenandoah 
project and the Blue Ridge project appear. Shenandoah did not have the 
“head start” of 890 present and former propane-air-gas customers that Blue 
Ridge has. Nor does it have anything comparable to the Harrisonburg gener- 
ating-plant load, which load, as estimated, will comprise, in the third year of 
operation, 37.7% of applicant’s total sales. In all events, the experience of 
Shenandoah, as an indicium of the feasibility of applicant’s project, falls before 
the following factors which augur well for the economic success of the Blue 
Ridge project: the favorable economics and engineering report of Ford, Bacon & 
Davis; the satisfactory projected earnings coverage of the debt; the satisfactory 
rate of return; and the fact that Harrisonburg, a city of 12,000 inhabitants, 
should be able to support a natural-gas distribution project. 

The Examiner finds and concludes that there is a strong probability of ap- 
plicant’s project being an economic success. 


Gas Supply 


Jobbers contends that the evidence is insufficient to show that Atlantic Sea- 
board has an available gas supply, or that it can furnish gas to Blue Ridge 
without impairing service to Atlantic Seaboard’s customers. This contention 
is without substantial merit. A letter, dated May 7, 1959, from an attorney for 
Atlantic Seaboard was received in evidence, pursuant to a stipulation that “were 
the writer [thereof] called to the witness stand, he would repeat the contents 
of that letter under oath.” The letter asserts that Atlantic Seaboard “has 
available sufficient gas in current supply to serve the projected requirements of 
the applicant, Blue Ridge, without impairing its ability to meet the requirements 
of its other customers.” 

Jobbers now complains that the letter is hearsay; and that the qualifications 
of the writer to testify upon the subjects of the gas reserves, and transmission 
facilities of Atlantic Seaboard and the Columbia Gas System (of which Atlantic 
Seaboard is a part), were not established. These objections come too late. “A 
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rule of evidence not invoked is waived.” United States v. Lutz (C.C.A. 3), 142 F. 
2d 985, 989. The evidence “is to be considered and given its natural probative 
effect as if it were in law admissible.” Diaz v. United States, 223 U.S. 442, 
450; United States v. Fleming (C.C.A. 2), 1384 F. 2d 776, 778; United States v. 
Lutz, supra. 

Moreover, at the request of applicant, and without objection from Jobbers, 
there were received in evidence, by reference to the files of the Commission, 
portions of verified applications of certain companies in the Columbia Gas 
System (filed in other proceedings), purporting to show the gas reserves which 
can be supplied to Atlantic Seaboard. According to this showing, the gas 
reserves now available to Atlantic Seaboard are sufficient to meet the existing 
requirements of its customers until 1972, with declining deliveries thereafter; 
further, that over the years the Columbia System has engaged in, and in the 
future will continue to engage in, an active program of acquiring additional 
substantial gas reserves. Jobbers seems to contend that this showing of gas 
reserves, being merely contained in applications, is not evidence of anything. 
Jobbers cites no applicable authority in support of its contention. Section 1.26 
(subds. 2 and 3) of the Rules of Practice and Procedure provides for the 
reception in evidence by reference of matter contained in documents on file 
with the Commission and of portions of the records in other proceedings. The 
material thus received by reference in the instant proceeding is wholly uncon- 
tradicted; and is some evidence of the adequacy of the gas supply. 


Financial Feasibility 


A partner in the firm of Glore, Forgan & Co., investment bankers, testified 
that the financing of the project, as proposed, is feasible. In the opinion of 
the witness, the proposed capitalization is reasonable, and the bonds and 
debentures are salable. Glore, Forgan & Co., however, has made no commit- 
ment to undertake the marketing of the bonds and debentures. 

In the opinion of the witness, the securities could be sold in the current 
market at an interest rate of from 534% to 6% for the bonds, and from 
6% to 614% for the debentures. The witness recognized, however, that “securi- 
ties markets sometimes change very rapidly.” Jobbers’ economist witness was 
of the opinion that Blue Ridge would perhaps have to pay from 614% to 64% 
interest on its bonds; and would have to pay from 744% to 744% interest on 
its debentures. The earnings coverages and rates of return heretofore ad- 
verted to were calculated at 6% interest on the bonds and 614% interest on 
the debentures. The level of these coverages and rates of return is such that 
even if it should develop that the interest rates testified to by the Jobbers 
witness are required in order to sell the securities, the project should still be 
an economically feasible operation. 

It appears from the testimony that the present officers and directors of appli- 
eant, together with two or three other individuals, are willing and able to 
purchase the $332,000 of additional common stock. However, some portion 
of the common stock may be offered together with the debentures, Glore, Forgan 
& Co. being of the opinion that purchasers of debentures would like to have 
the opportunity of buying stock. 

The Examiner finds and concludes that the financing of the project is 
feasible. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced and the argument or counsel, 
it is further found and concluded that: 
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(1) Atlantic Seaboard Corporation is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission (15 
F.P.C. 1261, 1262). 

(2) An order directing Atlantic Seaboard to establish physical connection of 
its transportation facilities with those of applicant, Blue Ridge Gas Co., at 
an appropriate point of interconnection, and directing the delivery and sale 
by Atlantic Seaboard to applicant of natural gas, not to exceed a maximum 
daily volume of 2,041 Mef, is necessary and desirable in the public interest. 

(3) The requirement that Atlantic Seaboard serve applicant, as hereinafter 
ordered, will not place an undue burden upon Atlantic Seaboard, or require 
it to enlarge its transportation facilities, or impair its ability to render 
adequate service to its customers. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of 
Practice and Procedure, that: 

(A) Atlantic Seaboard Corporation be and it is hereby directed to establish 
and maintain physical connection of its transportation facilities with the 
facilities to be constructed by applicant, Blue Ridge Gas Co., at an appropriate 
point of interconnection; and to deliver and sell to applicant, through such 
physical connection, applicant’s natural-gas requirements, not to exceed a max- 
imum daily volume of 2,041 Mcf. 

(B) Atlantic Seaboard shall report to the Commission in writing, under oath, 
the date of commencement of service to applicant, within 15 days after such 
service begins. 

(C) The engineering report relative to the project of applicant is not hereby 
endorsed or approved; nor is endorsement or approval given to any estimates, 
fees or projected method or manner of operation contained in such engineering 
report or shown by the testimony concerning such project. 

(D) Unless the applicant, within the period of one year from the date on 
which this order issues, shall have constructed and placed in operation its 
project to the extent of being able to receive service from Atlantic Seaboard, 
paragraph (A) hereof shall no longer be in force or effect. 

HOWELL PURDUE 
Presiding Examiner 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


CAROLINA POWER & LIGHT COMPANY, DOCKET NO. E-6925 
ORDER TO SHOW CAUSE 
(Issued February 1, 1960) 


The 1958 Annual Report (FPC Form No. 1) of Carolina Power & Light Com- 
pany (Company), a North Carolina corporation with its principal place of 
business at Raleigh, North Carolina, indicates that Company is currently ac- 
counting and reporting certain credits arising from accounting procedures for 
deferred taxes on income in a manner contrary to the requirements of the Com- 
mission’s Uniform: System of Accounts Prescribed for Public Utilities and 
Licensees. 
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Company is a public utility and a licensee within the meaning of those terms 
under the Federal Power Act. 

Company’s Annual Report to the Commission for 1958 shows as of December 
31, 1958 a credit of $9,120,389 in Account 266—Accumulated Deferred Taxes on 
Income, of annual accruals of deferred taxes attributable to Section 168° of the 
Internal Revenue Code of 1954. Company’s annual charges to income for the 
federal income taxes thus deferred have been charged to Account 507A—Pro- 
vision for Deferred Taxes on Income. These two accounts constitute the balance 
sheet and income accounts, respectively, prescribed by this Commission’s Order 
No. 204 (19 FPC 837) as the appropriate accounting classification for federal 
income taxes deferred by reason of accelerated amortization and liberalized 
depreciation practices under Sections 168 and 167, respectively, of the Internal 
Revenue Code of 1954. 

Notwithstanding these applicable accounting classifications, Company’s 1958 
Annual Report to stockholders shows that Company is currently reporting the 
accumulated accruals of deferred taxes on income which the Commission has 
required to be set forth in Account 266, through another balance sheet account 
captioned “Earned surplus (including amounts restricted for future Federal 
taxes on income * * *)”.*. Company’s Annual Report to stockholders is re 
quired to be appended as a part of Company’s FPC Form No. 1, Annual Report 
to the Commission’ 

Correspondence between Company representatives and this Commission’s 
staff has failed to show any justification for Company’s departure from the 
requirements of this Commission’s Uniform System of Accounts. Moreover, 
Company representatives have indicated that Company proposes to continue the 
afore-mentioned accounting practices. 

In view of the foregoing, it is necessary and appropriate for the purposes of 


the Federal Power Act (particularly Sections 301(a), 304 and 309 thereof), that 
Company show cause, if there be any, for its past and continuing departure from 
the requirements of this Commission’s Uniform System of Accounts; all in the 
manner hereinafter provided. 


The Commission orders: 


Company shall show cause, if there be any, under oath and in writing within 
60 days from the issuance of this order, why the Commission should not find and 
determine: 

(1) That Company is reporting the financial data set forth in Account 266 (i.e., 
accumulated deferred taxes on income), otherwise than as prescribed by the 
Commission’s Uniform System of Accounts, all as indicated above, and therefore 
that it has and continues to violate the accounting and reporting requirements 
prescribed by the Commission through its Uniform System of Accounts; 

(2) That this action by Company constitutes a willful and knowing violation 
of the Federal Power Act ; 

(3) That the Company be required to make, keep, preserve and report its 
accounts in the manner prescribed by this Commission in the Uniform System of 
Accounts Prescribed for Public Utilities and Licensees; and 

(4) That the Company be ordered to file such substitute pages of its Annual 
Report for 1958 (FPC Form No. 1) to make the reporting of accumulated taxes 
on income therein consistent, and in compliance with the requirements of such 
reports as prescribed by the Commission. 


7 Formerly Section 124A of the Federal Internal Revenue Act of 1950. 
2 Order No. 204 (19 FPC 837) finds that surplus, even though restricted, Is not an ap- 
propriate account for the classification of deferred taxes on income. 


® Registration Statements heretofore filed by Company under the Securities Act of 1933 
reflect the same practice. 
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PIONEER GATHERING SYSTEM, INC., DOCKET NOS. G-—11548, G-—14745, 
G-15034, G-15251, G-16550, AND G-—16344; EL PASO NATURAL GaS COM- 
PANY, G—15243 AND G—16200; PERMIAN BASIN PIPELINE COMPANY, 
G-11581; SINCLAIR OIL & GAS COMPANY, G-11414 AND G-—16370; PHIL- 
LIPS PETROLEUM COMPANY, G-11990; PIONEER PRODUCTION COR- 
PORATION, G-11576 ; HUMBLE OIL & REFINING COMPANY, G—14840 AND 
G-15249; THE ATLANTIC REFINING COMPANY, G-—14852; MAGNOLIA 
PETROLEUM COMPANY, G-15185; COSDEN PETROLEUM CORPORA- 
TION, G-15219; WESTERN NATURAL GAS COMPANY, G—15300; HARVEY 
J. WEIR, SR., G-15331; JOE R. WEIR, G—15332; PAULA R. HICKS, INDI- 
VIDUALLY AND AS TUTRIX (ADMINISTRATOR), G—15333; F. E. FU- 
SELIER, TRUSTEE, G—15334 ; ASH ROBINSON, G—15349; M. N. STAFFORD, 
JR., G—-15369; M. N. STAFFORD, G—15383; PAN AMERICAN PETROLEUM 
CORPORATION, G-15386; CAROLINE HUNT TRUST ESTATE, G—15432; 
DALTON H. COBB, G—16459; TRI-SERVICE DRILLING COMPANY, 

G-15502; WILLETS & CRAIG, G—16874 


ORDER MODIFYING AND ADOPTING AS MODIFIED PRESIDING EXAMINER’S INITIAL 
DECISION 


(Issued February 1, 1960) * 
Syllabus 





. Dedication of gas to interstate use is not consummated by acceptance of a 
temporary certificate, since there can be no such dedication until service 
is initiated and deliveries of gas in interstate commerce have commenced. 
P. 263. 

2. Since Phillips did not apply for amendment of the temporary certificate, when 
it commenced deliveries it did so under the terms of the temporary certifi- 
cate, and the resulting dedication to interstate use prevented Phillips from 
changing the price without Commission approval. P. 263. 

‘ 3. Since amendment of the contract under the temporary certificate, increasing 
the initial rate prior to delivery, was not unlawful, because there had not 
yet been a dedication to interstate use, Phillips’ subsequent refiling of the 
amended contract as a supplemental rate schedule was properly before the 
Commission at the time of the hearing. P. 263. 

4. Commission issues certificates of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act to Applicants. 

D. H. Culton, Albert J. Feigen, W. N. Lampe and B. P. Smith for Pioneer 

Gathering System, Inc. 

Allen R. Grambling and George Horning for El Paso Natural Gas Company. 
Lawrence I. Shaw, Justin R. Wolf, Charles A. Case, Louise Powell, F. Vinson 

Roach and Daniel B. O’Brien, for Permian Basin Pipeline Company. 

Charles ZH. McGee and R. HE. Christiansen, for Sinclair Oil and Gas Company. 
Francis H. Caskin, Harry D. Turner, H. K. Hudson, Kenneth Heady, James G. 

Williams, Jr., and R. E. Christiansen, for Phillips Petroleum Company. 

A. F. Coz, K. B. Watson, Charles EH. McGee and R. E. Christiansen, for Pioneer 

Production Corporation. 

R. J. Schilthius, John J. Carter and William J. Merrill, for Humble Oil and 

Refining Company. 


*Initial decision appears on p. 264. 
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L. A. Sunkel, Bernard A. Foster and Sherman 8S. Poland, for the Atlantic 
Refining Company. 

Henry O. Weaver, John C. Dawson and George D. Horning, Jr., for Western 
Natural Gas Company. 

R. D. Hanley, Ross Madole, W. S. Richardson and Tom P. Hammill, for Mag- 
nolia Petroleum Company. 

R. W. Thompson and Howard 8S. Spering, for Cosden Petroleum Corporation. 

Joe R. Wier, for Harvey J. Wier, Sr., Joe R. Wier, Paula R. Hicks, and F. E. 
Fuselier, Trustee. 

Ash Robinson, for Ash Robinson. 

M. N. Stafford, Jr., for M. N. Stafford and M. N. Stafford, Jr. 

J. K. Smith, John F. Jones and William J. Grove, for Pan American Petroleum 
Corporation. 

Edward L. Atkinson, George 8S. Finley and Robert E. May, for Caroline Hunt 
Trust Estate. 

Dalton H. Cobb, for Dalton H. Cobb. 

Lowell E. Branum and Howard 8. Spering, for Tri-Service Drilling Company. 

Eari M. Craig, Bryce Rea, Jr. and Gordon Phillips, for Willets & Craig. 

Oscar BP. Reed, for the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 

On October 13, 1959, the presiding examiner issued his initial decision in these 
consolidated proceedings under Section 7 of the Natural Gas Act. By his decision, 
the examiner would grant certificates of public convenience and necessity to 
Pioneer Gathering System, Inc. (Pioneer) for the construction and operation 
of natural-gas facilities, and for the transportation and sale of natural gas in 
interstate commerce to Permian Basin Pipeline Company (Permian) and to El 
Paso Natural Gas Company (El Paso); to Permian for the transportation and 
sale of natural gas in interstate commerce to Northern Natural Gas Company ; to 
El Paso and to Pioneer for the transportation of natural gas in interstate com- 
merce in accordance with an agreement between them for the exchange of natural 
gas; and to each of the remaining applicants in these proceedings, all of which 
are independent producers, for the sale of natural gas in interstate commerce to 
Pioneer and to El Paso. The examiner would issue all of these certificates as 
applied for, except in the case of the certificate to Phillips Petroleum Company 
(Phillips) in Docket No. G—11990, which he would condition so as to require the 
sale of natural gas thereunder at an initial price not to exceed 10.75 cents per 
Mcf. Exceptions to the examiner’s decision have been filed by Phillips, which 
has also filed a motion for oral argument before the Commission. 

Upon consideration of the evidence of record in these proceedings, the parties’ 
briefs, the examiner’s decision, and the exceptions thereto, we are of the opinion 
that certificates of public convenience and necessity should be issued to all of the 
applicants herein as applied for and without condition as to price. We shall 
accordingly modify the examiner’s decision as hereinafter set forth, and as so 
modified we shall adopt the examiner’s decision as our own. 

The only substantial or controverted issue in these proceedings relates to the 
proposed initial prices for some of the gas to be sold to El Paso and Pioneer. 
The independent producers have proposed base initial prices ranging from 10 
cents to 12.75 cents per Mcf for gas from what we have heretofore referred 
to as the West Texas-Premian Basin area. Included are proposed wellhead 
sales to Pioneer in Crockett County, Texas at 10 cents per Mcf, to Pioneer in 
Sutton County, Texas at 10.75 cents per Mcf, to El Paso in Schleicher County, 
Texas at 10.5 cents per Mcf, to Pioneer in Schleicher County at 10.75 cents per 
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Mcf, to El Paso in Val Verde County, Texas at 12.5 cents per Mcf, and to Pioneer 
in Val Verde County at 10.75 and 12.75 cents per Mcf. Also involved are plant 
sales to Pioneer in Irion County, Texas at 12.25 cents per Mcf, and in Schleicher 
County at 10.75 and 11.25 cents per Mcf. 

The examiner found that the proposed initial prices are abundantly supported 
by the evidence of record. The producers have sustained their burden of 
proof, and the examiner properly concluded upon the basis of all of the evidence 
adduced at the hearing that public convenience and necessity require the 
issuance of certificates to the producers in these proceedings without price 
conditions as such.. The examiner, however, would condition the certificate 
to Phillips so as to require an initial price not in excess of 10.75 cents per Mcf, 
not because Phillips’ proposed price of 12.75 cents per Mcf is excessive, but 
rather because, in his opinion, the amendment of Phillips’ contract whereby 
the price for such gas was increased from 10.75 cents was unlawful. 

Phillips’ original contract with Pioneer, dated November 8, 1956, provided 
for a price of 10.75 cents per Mcf for all of the acreage covered thereby, 
including proven leases in the Vinegarone Field in Val Verde County, Texas, 
as well as unproven leases scattered throughout Val Verde County. On June 
3, 1957, Phillips and Pioneer were granted temporary certificates, and Pioneer 
undertook to construct its facilities to receive Phillips’ gas. Thereafter, on 
December 12, 1957, Phillips served notice of termination of the contract with 
Pioneer on the ground that Pioneer had not completed its facilities by December 
1, 1957, as required by the contract. Both parties filed suit for judicial 
interpretation of Phillips’ right to terminate, but later agreed to settle their 
differences. As part of the settlement, the contract of November 8, 1956, 
was amended on June 25, 1958, so as to provide that the gas produced from 
the proven acreage in the Vinegarone Field should be sold at 10.75 cents 
per Mcf, and that any gas which might be produced from the unproven acreage, 
all of which is outside the Vinegarone Field and scattered throughout Val 
Verde County, should be sold at 12.75 cents per Mcf. By this amendment 
the parties also deleted certain acreage as being unproductive. Following this 
amendment of the contract, Phillips filed an amendment to its application in 
Docket No. G—11990 requesting permanent authorization to make the sales to 
Pioneer pursuant to the contract of November 8, 1956, as amended by the 
agreement of June 25, 1958. Phillips also filed the agreement of June 25, 
1958, as a supplement to its filed rate schedule for the sale of this gas. 

The examiner found the cancellation of the orginal contract and the 
subsequent amendment of that contract by the agreement of June 25, 1958, 
without the knowledge or consent of the Commission to be contrary to the 
law and prejudicial to the public interest. The basis for this finding in his 
further finding that there was a dedication of the gas from both the proven 
and unproven acreage which was consummated by the application for, and 
acceptance of, the temporary certificate by Phillips. Inasmuch as there was 
a dedication of the gas under the original contract, and Phillips had made no 
attempt to comply with the provisions of Section 7(b) of the Act for abandon- 
ment of the sale and transportation of natural gas in interstate commerce, the 
examiner concluded that the cancellation and amendment of the contract to 
provide for an initial price of 12.75 cents per Mcf for any gas which might 
be produced from the unproven acreage was unlawful, and that the initial 


1It should not be construed from the examiner's references to a “prima facie case” that 
the burden was not on the producers to show by substantial evidence that the proposd 
prices are required by public convenience and necessity. It is not necessary here to speak 


in terms of a “prima facie case’, and such references could well have been omitted from 
the examiner's decision. 
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price for any gas which is now or may hereafter be produced from the 
acreage dedicated to Pioneer by Phillips under the contract of November 8, 
1956, is required in the public interest to be initially priced at not more than 
10.75 cents per Mcf. The examiner would condition the certificate to Phillips 
accordingly. 

We cannot agree with the examiner’s finding that the cancellation and amend- 
ment of Phillips’ contract was unlawful or is prejudicial to the public interest. 
It is true that once gas has been initially dedicated to interstate use, there can 
be no withdrawal of that supply from continued interstate movement without 
Commission approval. As the examiner notes, the Supreme Court in the CATCO 
ease so found.? Here, however, there was no dedication prior to the cancellation 
and amendment of Phillips’ contract. The examiner erred in finding that dedica- 
tion was consummated by the application for, and acceptance of, the temporary 
certificate by Phillips. The Supreme Court has held that the granting and 
acceptance of even a permanent certificate does not constitute a dedication so as 
to give the Commission jurisdiction to prohibit a natural-gas company from dis- 
posing of undeveloped oil and gas leases from which no deliveries of gas in 
interstate commerce have yet been made, even though such oil and gas leases 
formed part of the reserves upon which the certificate had been issued.* There 
ean be no dedication until service is initiated and deliveries of gas in interstate 
commerce have commenced.‘ In the present case Phillips did not commence 
deliveries of gas to Pioneer until June 29, 1958, and consequently there was no 
dedication at the time of the cancellation and amendment of the original con- 
tract. Phillips was not therefore required by Section 7(b) to obtain prior 
Commission approval to cancel or amend its contract. 

Phillips did not, however, apply to the Commission for amendment of the 
temporary certificate theretofore issued on June 3, 1957, to reflect the changes in 
its contract with Pioneer as amended on June 25, 1958. Thus, when Phillips 
commenced deliveries of gas to Pioneer on June 29, 1958, it did so under the 
authority of the temporary certificate theretofore issued. Since the temporary 
certificate authorized the delivery and sale of gas as proposed by Phillips in its 
certificate application, and since Phillips’ application incorporated the provisions 
of its original contract with Pioneer, the dedication which resulted by reason 
of the commencement of deliveries under the temporary certificate was a dedica- 
tion of all of the acreage described in that contract, both proven and uproven, 
and at the one price of 10.75 cents per Mcf as therein provided. Dedication 
having been consummated under the terms of the temporary certificate on June 
29, 1958, Phillips could not thereafter effect a withdrawal of a part of the dedi- 
cated acreage as being unproductive, or a change of the price for gas from the 
dedicated acreage, as contemplated by its amended contract, without prior ap- 
proval of the Commission amending the authority already granted. Phillips 
seeks such approval in the permanent certificate to be issued. 

Although Phillips did not apply for amendment of the temporary certificate, 
it did file, on June 26, 1958, and prior to the commencement of deliveries, the 
amendment of its contract as a supplement to its filed rate schedule. This fil- 
ing, however, was rejected by the Commission as not being in conformity with 
the certificate application pending in Docket No. G-11990 and with the temporary 
certificate granted on June 3, 1957, but “without prejudice to a retender of the 
June 26, 1958 submittal, at such time as you amend the pending application in 
Docket No. G—11990 to reflect the proposed changes in the acreage identification 


2 Atlantic Refining Co. v. Public Service Commission, 360 U.S. 378 (1959). 
8 F.P.C. v. Panhandle Eastern Pipeline Co., 337 U.S. 498 (1949). 
* Sunray Mid-Continent Oil Co. v. F.P.C., 270 F. 2d 404 (C.A. 10, 1959). 
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and in the pricing provisions of the basic contract.’* Thereafter, on January 9, 
1959, Phillips filed an amendment to its certificate application and refiled the 
amended contract as a supplemental rate schedule. Thus, at the time of the 
hearing before the examiner, the amended contract was properly before the 
Commission as Phillips’ proposal in these proceedings. 

Approval by us of Phillips’ proposal as amended will not affect deliveries 
presently being made to Pioneer under the temporary certificate. Such deliveries 
have from the initiation of service been of gas from the proven acreage in the 
Vinegarone Field at the initial price of 10.75 cents per Mcf, and have been in 
conformity with the terms of the temporary authority. The amendment of 
Phillips’ contract with Pioneer does not provide for, nor does Phillips’ amended 
application for a permanent certificate propose, any terms for the sale of this 
gas from the Vinegarone Field which are different from the terms of the original 
contract embraced in the temporary certificate. The changes contained in the 
amended contract and Phillips’ amended certificate application relate only to the 
price of gas from acreage outside the Vinegarone Field and as yet unproven 
and undrilled, and to the deletion of certain unproductive acreage from the acre- 
age dedicated under the temporary certificate. We are of the opinion that 
these changes should be approved. The proposed prices of 10.75 cents per Mcf 
for gas from the proven acreage and 12.75 cents per Mcf for gas from the un- 
proven acreage are supported by the evidence of record, and we can find no 
justification for the imposition of a price condition in Phillips’ certificate. As 
for the deletion of the unproductive acreage, the examiner approved of it, and 
no exception has been taken. We conclude that public convenience and neces- 
sity require the issuance of a permanent certificate to Phillips in accordance with 
its application as amended and without condition as to price. 

Inasmuch as we ere issuing certificates of public convenience and necessity 
to all of the applicants in these proceedings, it is not necessary to give further 
consideration to the motions heretofore filed by Pioneer and certain of the inde- 
pendent producer applicants to sever all or part of Docket No. G—11990 from the 
other consolidated and non-controversial dockets in these proceedings, or to the 
motion for oral argument. filed by Phillips. 


The Commission finds: 
(1) The decision of the presiding examiner issued herein on October 13, 1959, 
should be modified consistent with the foregoing and as more particularly set 


forth below, and as so modified should be adopted as the decision of the 
Commission. 


(2) Finding paragraphs (11) and (12), and ordering paragraph (D), of the 
examiner’s decision should be striken, and finding paragraph (13) should be 
modified by adding thereto as sub-paragraph (t) the words: “Phillips Petroleum 
Company (G-—11990).” 
The Commission orders: 


The decision of the presiding examiner issued herein on October 18, 1959, is 
hereby modified as set forth above, and as so modified is hereby adopted as the 
decision of the Commission as of the date of issuance of this order. 


DECISION 
UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued October 13, 1959) 


Frazee, Presiding Examiner: These proceedings were initiated upon the filing 
of applications for certificates of public convenience and necessity, pursuant to 
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Section 7 of the Natural Gas Act, for authority to construct and operate natural 
gas facilities by the Pioneer Gathering System, Inc. (Pioneer) as more fully 
described in Docket Nos. G—11548, G—14745, G—15251, G—16550, and G—16344, for 
the transportation and sale of natural gas in interstate commerce to the Permian 
Basin Pipeline Company (Permian), and to the El Paso Natural Gas Pipeline 
Company (El Paso); by the Permian Basin Pipeline Company (Permian) in 
Docket No. G—11581, for the transportation and sale of natural gas in inter- 
state commerce to the Northern Natural Gas Company; by the El Paso Natural 
Gas Company in Docket No. G—15243 for the transportation of natural gas 
available to El Paso for Pioneer and by El Paso in Docket No. G—16200 for 
authority to transport natural gas available to Pioneer, using El Paso facilities, 
authorized in Docket No. G-11797 and G—12599, each authorization would effectu- 
ate an exchange agreement between El Paso and Pioneer; by the Sinclair Oil 
and Gas Company in Docket Nos. G—11414 and G—16370 for the transportation 
and sale of natural gas in interstate commerce to Pioneer; and for the sale of 
natural gas in interstate commerce produced and/or purchased by the Pioneer 
Production Corporation in G—11576; the Phillips Petroleum Company in G— 
11990; the Humble Oil & Refining Company in Nos. G—14840 and G—15249; The 
Atlantic Refining Company in G—14852; the Magnolia Petroleum Company in 
G-—15185,* the Cosden Petroleum Corporation in G—15219; the Western Natural 
Gas Company in G—15300; Harvey J. Weir, Sr. in G—15331; Joe R. Weir in 
G—15332; Paula R. Hicks, individually and as Tutrix (Administratrix) in G- 
15333 ; F. E. Fuselier, Trustee in G—15334; Ash Robinson in G—15349; M. N. Staf- 
ford, Jr. in G-15369; M. N. Stafford in G—15383; the Pan American Petroleum 
Corporation in G—15386; the Caroline Hunt Trust Estate in G—-15432; Dalton H. 
Cobb in G—16459; the Tri-Service Drilling Company in G—15502 and Willets & 
Craig in G—16874. 

Pioneer’s application in G—-11548, filed November 29, 1956, seeks authority for 
the construction and operation of a natural gas transmission pipeline system, 
together with a compressor station, dehydration plant, and other facilities in 
Sutton, and adjoining counties in the State of Texas, extending from the Vine- 
garone Field in Val Verde County, through Sutton and Schleicher Counties, to a 
connection with the Permian Basin Pipeline Company. Pioneer will use this 
system to transport the natural gas purchased by it in the Vinegarone Field 
in Val Verde County, the Sonora Field in Sutton County and the Hulldale Field 
in Schleicher County, to a connection on an extension of the Permian System 
in Schleicher County where sale and delivery will be made to Permian. The 
system proposed by Pioneer, and the extension proposed by Permian, would 
be a nucleus for a gathering and pipeline system that may be expanded from 
time to time to pick up additional supplies of natural gas that may be available 
in the area. 

The original application of Pioneer in G-11548 was supplemented on August 
5, 1958, as the result of a natural gas exchange agreement dated February 11, 
1958, with Zl Paso* under which Pioneer would use its existing facilities into 
the Vinegarone Field and El Paso would use its existing facilities into the 
Sonora Field in order to transport and exchange natural gas owned by the 
other from the fields named, in order to eliminate the cost of construction and 
operation of duplicate facilities into each field; the supplement also sought 
authority for the construction and operation of facilities into the Clayton 
Ranch and Addie Clayton Fields in Crockett County, Texas. 


4 Changed to Socony Mobil Oil Company on September 21, 1959. Wherever the name 
“Magnolia” is used hereinafter it should be read as “Socony Mobil”. 
2 See El Paso, Docket Nos. G-11798 and G—12599. 


























































































































































266 FEDERAL POWER COMMISSION 






The proposed system of Pioneer,’ the proposed facilities of Permian, El Paso 
and Sinclair* are presently in operation and the proposed sales of natural gas 
by producers are being made under temporary authorizations issued by the 
Commission to the respective applicants. 

On March 3, 1959, the above enumerated dockets were consolidated and a 
hearing date was set for May 4, 1959, by the Commission. The hearing was 
concluded on June 9, 1959. 

Pioneer is a Texas Corporation‘ with its principal place of business at 
Amarillo, Texas. It is engaged in purchasing, gathering, treating, transport- 
ing and marketing natural gas under temporary authorization from this 
Commission.® 

The basic Pioneer system extends from the Vinegarone Field in Val Verde 
County, Texas, in a northerly direction through Sutton County, on into Schlei- 
cher County to a point of connection with Permian’s extension® with laterals 
branching out to pick up natural gas from the Sonora Field in Sutton County, the 
Buckhorn Field in Schleicher County, the Clayton Ranch and the Addie Clayton 
Fields in Crockett County, the Buckhorn-Ellenberger Field in Schleicher County, 
the Hulldale Fields in Schleicher County and the Ketchum Mountain Field 
in Irion County, all in the State of Texas. At the time of the hearing in this 
matter Pioneer was purchasing and transporting natural gas for resale in inter- 
state commerce, from its presently connected sources, approximately 12,668 
Mcf/d to El Paso, under its exchange agreement with El Paso, and 38,633 


Mcf/d to Permian for transportation and sale in interstate commerce to the 
Northern Natural Gas Company. 


Description and Cost of Facilities Proposed 


Since Pioneer is the principal applicant herein, its facilities will be considered 
first. In G—11548 as supplemented, Pioneer proposes to construct and operate 
a pipeline, with gathering facilities, and measuring and regulating stations, 
together with treating plants, extending from the Vinegarone Field in Val 
Verde County north to a point where this line would connect with a line of 
Pioneer extending from Pioneer’s Hulldale compressor station in Schleicher 
County. At this point of connection, deliveries from both lines are, or will be, 
made into the facilities of an extension of Permian as requested and temporarily 
authorized in G—11581 herein. Thus the Pioneer facilities include the line ex- 
tending from the Vinegarone Field to the Permian point of connection; the 
facilities at Pioneer’s Hulldale compressor station and the line extending from 
that station to the Permian point of connection; the facilities in the Vinegarone 
Field; and the measuring and regulating facilities in the Sonora Field.” A 
detailed description of such facilities * and the estimated cost® thereof follows: 


2 Except facilities proposed in Docket Nos. G-16344 and G—14745. 
8 Except facilities in Docket No. G—-16370. 
4 Authorized May 8, 1956. See Exh. 2, G—11548. 

5Commission approved letter dated June 3, 1957, granting temporary authorization 
conditioned upon applicant’s filing a tariff and service agreement satisfactory to the Com- 
mission at least 60 days prior to the commencement of service. 
© As proposed in G—11581 herein. 
7 See p. 1-A of Exh. 10. 
8 Temporary authorization was issued by the Commission on June 3, 1957, for the con- 


struction of these facilities. All have been constructed and are now in operation. 
®See Exh. 12 herein. 
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Main Line—Vinegarone Field to Permian Sales Point Est. cost 
27 miles, 12%-inch line $973, 200 
23.5 miles, 16-inch line 969, 200 
CO. Removal Plant 
Regulating and Measuring Station 


Subtotal Main Line 


Sonora Field, Well Measuring and Regulating Station 


Vinegarone Field: 
1.38 miles, 4, 6 and 8-inch lines, 4 meter regulating stations___ 44, 400 
5.31 miles 4, 6 and 8-inch field lines to El Paso wells and 
delivery measuring station 84, 300 


Subtotal Vinegarone 128, 700 


Hulldale Field: 
18.1 miles 85-inch line, Sinclair Plant to Permian Sales 
Point 367, 700 
1,620 horsepower compressor station 421, 900 
Regulating and Measuring; Sinclair Plant and Permian Sales 


15, 700 
Subtotal Hulldale 805, 3 
General Property and Equipment 84, 600 


Total Facility Cost—Docket No. G—11548 3, 179, 2 
Interest during construction 106, 533 


Seemeea, | TIE es: Ch aa cit aise lien adc aedeaa 3, 285, 733 


In Docket No. G—15034 filed May 5, 1958, Pioneer seeks authorization for the 
construction and operation of 14 miles of 414-inch o.d. lateral line extending from 
the Clayton Ranch Field, through the Addie Clayton Field, each in Crockett 
County, to Pioneer’s main system together with the necessary measuring facili- 
ties and a dehydration plant.” The estimated cost of these facilities is $190,000.” 
These facilities have been completed under temporary authorization from the 
Commission and are now in operation.” 

In Docket No. G—16550, filed October 9, 1958, Pioneer proposes to construct and 
operate approximately 18 miles of 44-inch 0.d. lateral supply line through which 
natural gas produced in the Buckhorn-Ellenberger Field in Crokett County will 
be transported to Pioneer’s main system at a point of connection in Schleicher 
County.” Pioneer had orginally proposed in its application the construction of 
a lateral pipeline 13 miles in length extending from the Buckhorn-Ellenberger 
Field to a point on the Clayton Ranch lateral.“ Temporary authorization was 
issued by the Commission for such construction on January 7, 1959. Because of 
subsequent drilling operations on the area” it became evident to Pioneer that 


See Exh. 10 herein. 

1 See p. 13, Exh. 12 herein. 

2 Commission approved letter dated September 3, 
porary authorization. 

13 See Exh. 10 herein. 

4 G-—15034. 

% G—16550, Willets & Graig. 


1958 sent to applicant granting tem- 
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additional supplies of natural gas would be available from the Clayton Ranch 
Field and that such gas, together with the gas coming from the Buckhorn- 
Ellenberger Field, would overload the Clayton Ranch lateral. Pioneer then 
decided that the most economic method for attaching the Buckhorn-Ellenburger 
Field gas to its main transmission line was by the construction of a line direct 
from the Willets & Craig well, in the Buckhorn-Ellenberger Field, to the Sonora 
treating plant. Pioneer explained this change in plans in their opening state 
ment and at the conclusion of their direct case, upon application, Pioneer 
was permitted to amend its application filed herein to conform with its proof.” 
This lateral has been constructed and gas from the Willets & Craig well, in the 
Buckhorn-Ellenberger Field, is now being transported through such lateral to 
Pioneer’s main line. The total cost of this lateral including the measuring 
facilities and dehydration plant, is estimated to be $178,900." 

In G-15251 filed June 10, 1958, Pioneer proposes the construction and operation 
of approximately 5.3 miles of gathering lines in the Vinegarone Field, to ex- 
tend from points of connection at the wellheads of El Paso’s wells in that 
field to a point of connection with Pioneer’s existing gathering facilities in this 
field. Pioneer is obligated under the exchange agreement with El Paso to con- 
struct and operate these facilities. In this application Pioneer also requests 
authority to install metering facilities at the point in Schleicher County where 
El Paso’s Sonora line and Pioneer’s Vinegarone line cross each other. Tempo- 
rary authority for the construction for such facilities was granted by the Com- 
mission on August 27, 1958, and such facilities have been constructed and are now 
in operation. The total estimated cost of such facilities is $84,300." In Docket 
G-16344 filed September 18, 1958, Pioneer proposes to construct and operate two 
miles of 234-inch o0.d. lateral from the Ketchum Mountain plant of the Sinclair 
Oil and Gas Company to the existing 16-inch pipeline of Permian all in Irion 
County. Temporary authorization was issued for the construction of this lateral 
by the Commission on January 27, 1959. The facilities have not yet been con- 
structed for the reason that Sinclair did not accept the temporary certificate 
issued to it dealing with the sale of gas to be transported through such line. 
The total estimated cost of the facilities proposed is $13,100.” The aggregate 
estimated cost of the facilities proposed to be constructed by Pioneer in G-11548, 
G-—15034, G-16550, G-15251 and G-16344 amounts to $3,674,100.00. 

The evidence shows that the capacity of the Pioneer main system pipeline™ 
is 80,000 Mcf/d.“ The system has been constructed so that it may be operated to 
deliver 100,000 Mcf/d or more.” The evidence shows that Pioneer presently 
proposes a daily delivery of 38,633 Mcf at 14.73 pounds pressure base to Per- 
mian.™ A Pioneer witness estimated that 12,668 Mcf/d would be transported for 
El Paso. 

Pioneer shows it has under contract the following reserves, by fields, stated 
in volumes of MMcef at 14.73 psig: 


I TI saint ttt nich cntenennisnhicaeasni eicisanstelanipiiabiliatiiaieaalanapil 129, 758 
UN hc eich nin cists taints 21, 150 
South Sonora Field 


16 See Tr. 26. 
7 See Tr. 415-416. 
18 See Exh. 12, p. 16. 
1 See Exh. 12, p. 14. 
*® See Exh. 12, p. 20 herein. 
21 See Exh. 10, herein. 
See Tr. 15. 
2 See Tr. 32. 
™ See Exh. 11, herein. 
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Clayton Ranch Field 18, 788 
Addie Clayton Field 4,128 
Buckhorn Field 18, 621 
Hulidale Plant 124, 757 
Willets & Craig area 13, 969 
Ketchum Mountain 4, 140 


Total MMcf. * 343, 118 


Pioneer’s capital stock consists of 1,200,000 shares of common stock of the 
par value of $1.00 each, which is fully paid and held by the Pioneer Natural 
Gas Company. Pioneer has temporarily financed the construction heretofore 
completed under temporary authorizations from this Commission, and has 
arranged for the financing of the construction of the facilities yet to be certifi- 
cated, through advances from its parent corporation, the Pioneer Natural Gas 
Company, on short-term notes. At the time of the hearing, the Pioneer Natural 
Gas Company had advanced to Pioneer a total of $2,500,000 at an interest 
rate of 5% per annum. Pioneer’s president, who is also a vice president, the 
treasurer and a director of the Pioneer Natural Gas Company, testified at the 
hearing that this temporary financing arrangement would continue in effect 
until such time as Pioneer arranges for its permanent financing.” Pioneer’s 
president also testified that the applicant had intended to provide permanent 
financing covering the facilities involved in G—11548, as supplemented, through 
the issuance of $2,000,000 in 4%,% bonds due in 1977. The issuance of said 
bonds has been postponed because of the present tight money market. In the 
meantime, the temporary financing of the applicant by its parent, the Pioneer 
Natural Gas Company, will remain in effect. Permanent financing according 
to the evidence herein depends upon, (1) the issuance of permanent certificates 
as requested herein and, (2) thereafter to the condition of the corporate bond 
market. The evidence of record in this hearing indicates that Pioneer has had 
no difficulty in financing its proposed construction and that its arrangements 
with the Pioneer Natural Gas Company, its parent company, are such that 
permanent financing may be deferred until such time as Pioneer feels it can 
market its proposed securities at an interest rate of less than is currently 
being paid to its parent company under the temporary financing program. 

In G—15243, filed June 9, 1958, El Paso seeks authorization to exchange vol- 
umes of natural gas with Pioneer in accordance with the exchange agreement 
between the two companies dated February 11, 1958. The exchange is to be 
accomplished by the use of previously authorized El Paso and Pioneer pipeline 
facilities, with the exception of certain minor field gathering and related facili- 
ties. Pioneer has received temporary authorization in G—11548 to construct 
and operate a natural gas transmission system from the Vinegarone Field in 
Val Verde County to a point in Schleicher County, Texas. El Paso has here- 
tofore been authorized in G—11797™ to construct and operate natural gas 
facilities extending from the Sonora Field in Sutton County to its existing field 
facilities in the Permian Basin. El Paso and Pioneer intend to use these facili- 
ties in connection with the transportation and exchange of natural gas as 
proposed in this application.” El Paso under gas purchase contracts with 
various producers and by its own leasehold acreage, owns or controls natural 


*® See Exh. 9. 

% See Tr. 197. 

27 See El Paso Exh. 30. 
3 See Pioneer Exh. 10. 
”19 FPC 393. 

® See Exh. 21 herein. 
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gas in the Vinegarone Field approximating 16.1 million cubic feet per day, 
which is available in meeting El Paso’s market requirements. There is commit- 
ted to Pioneer, under gas purchase contracts certain gas reserves in the Sonora 
Field ™ which are adjacent to El Paso’s holdings in that area. El Paso and 
Pioneer have agreed, subject to the terms and conditions of the exchange 
agreement, that El Paso will accept for exchange into its certificated gather- 
ing and transmission facilities certain volumes of natural gas produced from 
Pioneer’s reserves in the Sonora Field and that Pioneer will accept for 
exchange into its temporarily certificated gathering and transmission facilities 
certain volumes of natural gas produced from El Paso’s reserves in the Vine- 
garone Field. El Paso and Pioneer have further agreed that the party receiv- 
ing the greater volume of natural gas from the other’s reserves will compen- 
sate for such unequal volume by reasonably concurrent deliveries to the other 
party of a volume of natural gas equal to the difference between the volumes 
being received into each parties’ gathering system for the other party’s wells. 
The point of delivery of such balancing gas will be the interconnection of El 
’aso’s 20-inch Sonora pipeline and Pioneer’s pipeline.” The certification of 
the exchange agreement is found to be for the public convenience and neces- 
sity since it will eliminate the duplication of gathering and other pipeline facili- 
ties from the Vinegarone and Sonora Fields. The natural gas which is pro- 
duced in the Vinegarone Field and in the Sonora Field is dry gas. In order 
to gather the natural gas in the Sonora Field, El Paso seeks authorization to 
construct and operate the necessary facilities to gather the natural gas owned 
or controlled by Pioneer,” produced from wells in that field, to construct the 
necessary wellhead heaters, dehydrators and related equipment to produce 
natural gas from wells owned or controlled by El Paso in the Vinegarone Field 
and to acquire and develop those necessary leases and wells as required for 
El Paso’s development of the Vinegarone Field. The total cost of these 
facilities, including leases and wells, was estimated by El Paso to be $849,000." 
El Paso proposes to finance the cost of the facilities described in this applica- 
tion from its current working funds. 

In G—16200, filed September 2, 1958, El Paso seeks authority to transport 
natural gas through a portion of its existing pipeline facilities for Pioneer. 
This natural gas is owned or controlled by Pioneer and is to be produced in the 
Buckhorn field in Schleicher County. The evidence shows that this field 
presently consists of three natural gas wells located approximately 4 to 6 miles 
northeast of El Paso’s existing 20-inch Sonora pipeline. El Paso controls 100% 
of the production from the Nicholson No. 1 well; 50% of the production from 
Spencer No. 1 well; and 25% of the production from the Roberts Gas Unit No. 
1 well. Pioneer controls 25% of the production from the Spencer No. 1 well 
and 75% of the production from the Roberts Gas Unit No. 1 well. 

The Commission by its order issued November 12, 1957,” as amended January 
27, 1958,” in G-12599 issued a certificate to El Paso to construct and operate 
certain field pipeline facilities described therein which were necessary and 
incident to the attachment of any gas sources. Under the authority certificated 
in that docket, El Paso intends to construct the pipeline facilities necessary and 
incident to the gathering and transportation of the natural gas which it owns 
or controls in the Buckhorn fields. 





®t See Exh. 10 herein. 
* See Exh. 21 herein. 
% See Exh. 30, Exh. A thereof. 
% See Exh. 23. 
% 18 FPC 623. 
%19 FPC 173. 
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In G-—11581, filed December 10, 1956 and supplemented on February 11 and 
March 5, 1957, Permian seeks permanent authorization—temporary authoriza- 
tion has been issued,” the facilities have been constructed and have been in 
operation since December, 1957—for the construction and operation of 84.6 miles 
of 16-inch line, one 3960 horsepower compressor station and certain measuring 
facilities in order to receive natural gas from Pioneer at a point in Schleicher 
County * to be transported through the said 16-inch line by Permian to a con- 
nection with Permian’s presently existing 30-inch line in Midland County. No 
new sales, or increases in sales, are proposed in this applicaton. The actual 
cost of constructing these facilities was $4,702,181.00." The project has been 
permanently financed. The evidence clearly shows the facilities were properly 
designed “ and are adequate“ for the receipt and transportation of the estimated 
supply “ of natural gas from Pioneer. The natural gas will be sold by Permian 
to the Northern Natural Gas Company under a cost-of-service tariff.“ The 
evidence indicates a progressively increasing volume of sales and deliveries by 
Pioneer to Permian.“ Under the terms of an agreement between Pioneer and 
Permian dated September 27, 1957, Pioneer is obligated to deliver up to 200,000 
Mcf/d until July 1, 1977. The delivered price is 14¢ which is within the median 
range at which Permian has been authorized to purchase gas.” 

In G-11414, filed November 2, 1956, and supplemented on June 13, 1957 and 
April 28, 1959, the Sinclair Oil and Gas Company (Sinclair) proposes to sell 
natural gas to Pioneer. Sinclair and the Skelly Oil Company (Skelly) are the 
co-owners “ of the surplus residue gas from the Sinclair-Skelly Gas Products 
Plant No. 23 in Schleicher County. Sinclair is the plant operator. Pioneer by 
contract with Sinclair and Skelly agreed to buy this surplus residue gas. The 
gas is delivered at a pressure of 225 psig and requires additional compression 
to effect delivery into the Permian system. The agreement was filed with the 
Commission “ and accepted on December 20, 1956. Pioneer agreed to build a 
compressor station at Plant 23. Sinclair and Skelly agreed to operate the 
Pioneer Compressor Station for a charge of .4 of .01l¢ per Mcf for each Mcf 
compressed. Sinclair, as operator, requested temporary authority from the 
Commission to make this sale to Pioneer. The temporary authority was 
granted on June 3, 1957, and deliveries are presently being made.” The price 
for the gas, from wells connected to Plant 23 at the date of the agreement, was 
10.75¢ per Mcf at 14.65 psia, however, the price for gas from any wells con- 
nected to the plant after the date of the agreement was to be 11.25¢ per Mecf at 
14.65. The higher price for subsequent connections was to compensate for the 
drilling of additional wells and connecting them with the Plant, which would 
require additional facilities and gathering lines, requiring additional invest- 
ments.” The enlargements to Plant 23 since the original agreement have been 
substantial.” 

7 Commission approved letter dated June 3, 1957, sent to applicant granting temporary 
authorization. 
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© Exh. 40, Tr. 288. 
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Sinclair filed G—16370 on September 22, 1956, in which it proposes to sell natural 
gas to Pioneer from Sinclair’s Ketchum Mountain Plant, Ketchum Mountain 
Field, in Irion County under a contract between the parties." The price of this 
gas is 1214¢ per Mcf from the date of first delivery to December 1, 1963, on that 
date, and at the beginning of each five year period thereafter, the price is to 
increase 1¢ per Mcf above the price paid during the preceding period.“ The 
gas will be produced from Sinclair’s wells in the Ketchum Mountain Field and 
delivered to Pioneer at the tailgate of Sinclair’s Ketchum Mountain Plant.” The 
oil well gas from Sinclair’s Ketchum Mountain Plant was being flared. Two 
gas wells are shut in. Sinclair asked the Commission for a temporary author- 
ization to make this sale, which was granted.“ Pioneer also asked the Commis- 
sion for temporary authority to construct and operate the facilities necessary to 
receive and transport this gas. The temporary authorization to Sinclair to 
make this sale to Pioneer was “conditioned upon Sinclair’s undertaking to re- 
fund to Pioneer the difference, if any, between the proposed initial rate and 
the level of rates found to be required by the public convenience.’”™ Sinclair 
declined the temporary certificate.” 

Staff counsel contend Sinclair has failed to establish on this record the justi- 
fication for, or the reasonableness of the one-half cent per Mcf price differential 
in G—11414 for gas to be obtained from sources attached to its Gas Products 
Plant No. 23 from and after September 25, 1956." Staff counsel further contend 
Sinclair has likewise failed to establish on this record in G—16370 the justification 
for, or reasonableness of, the price of 12.25¢ per Mcf for gas proposed to be sold 
to Pioneer from its Ketchum Mountain Plant. In each of these proposed sales 
Staff counsel contend the certificates should be conditioned to a price that is in 
keeping with the public convenience and necessity, which price, it is argued, 
should not exceed 10.75¢ per Mcf in each application. 

The Humble Oil & Refining Company (Humble) in G—14840 seeks authoriza- 
tion covering a sale of natural gas to El Paso from the Vinegarone Field at an 
initial price of 12.5¢ per Mcf.* This gas will be transported from the field by 
Pioneer under the exchange agreement with El Paso. In G-15249 Humble seeks 
authorization covering a sale of natural gas to El Paso from the Buckhorn Field 
at an initial price of 10.5¢ per Mcf.” Each of these sales contracts are for a 
term of 20 years and each contains a provision for a one cent per Mcf price 
increase each five years. 

The Western Natural Gas Company (Western) in G-15300 seeks authorization 
covering a sale of natural gas to El Paso from the Vinegarone Field at an initial 
price of 12.5¢ per Mcf. The contract contains a formula for a redetermination 
of price as this field is developed, also provision for a one cent price escalation 
each five years for the 20 year term of the contract.” Western is an affiliate of 
El] Paso.” 


5% Filed with the FPC on November 17, 1958, as Sinclair’s FPC Gas Rate Schedule No. 
166. Item R herein. 

@Tr, $23. 

STr, 322. 

% January 27, 1959. 

S Item QQ. 

% Letter dated February 3,1959. Item RR herein. 

% The price for the gas from the wells connected at the date of the contract, namely 
September 25, 1956, was 10.75¢ per Mcf. 

58 See Exh. 27. A temporary certificate was issued by the Commission covering this 
sale on August 27, 1958. Delivery had commenced before this hearing convened. 

See Exh. 32. A temporary certificate was issued by the Commission covering this 
sale on July 21, 1958. Delivery had commenced before this hearing convened. 

© See Exh. 28. A temporary certificate was issued by the Commission covering this 
sale on August 27, 1958, and deliveries commenced on November 15, 1958. 
“© Tr. 43, line 14. 
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Harvey J. Weir, et al., seeks authorization covering sales of natural gas from 
the Vinegarone Field to El Paso at an initial price of 12.5¢ per Mcf." Western 
is the operator of the leases covered by these contracts. These sales follow the 
pattern established by the Humble-El Paso contract in G-14840." An El Paso 
witness testified it was their policy, in new areas, having concluded a contract 
with one producer—in this field it was Humble—to offer a similar contract to all 
other producers in that area“ on the theory that the original contract estab- 
lished the field price. The terms of the proffered contracts were accepted by 
these producers. 

The discovery well in the Vinegarone Field was completed in May 1951. The 
next two wells had little potential. No further drilling took place until 1955. 
During the next three years several high pressure gas wells were completed 
and a sizeable reserve of gas well gas was proven. At the time the discovery 
well was drilled in the Vinegarone Field, El Paso had the right to buy a part of 
the gas from the discovery well and from a large block of acreage in that imme- 
diate area. El Paso later acquired the ownership of a small interest in the 
field. The discovery in 1953 and the development of the Buckhorn Field almost 
paralleled the history of the Vinegarone Field—a good discovery well, then two 
small wells—so that it was late in 1957 before a line was built into the area 
making a market available for the gas from these fields.“ 

The Staff counsel contend, as they did in regard to the Sinclair sales in G- 
11414 and G—16370 herein, the prices are too high and not in the public interest 
and should therefore be conditioned to a price that is in the public interest. 

In this hearing there is no controversy as to whether certificates should be 
issued to the applicants to enable them to construct and operate the facilities 
proposed and to receive natural gas from the several sellers nor whether certifi- 
cates should be issued to the sellers authorizing them to sell natural gas to 
Pioneer. The Commission Staff Counsel, in their brief, concede the facilities 
proposed, and for the most part already constructed and in operation, are ade- 
quate for their proposed use and have been, or will be, financed without difficulty. 
The only substantial issue herein relates to the initial price at which some of the 
natural gas is to be sold. The evidence adduced clearly shows the contracts for 
the sale of the natural gas were negotiated only after extended bargaining and 
that no corporate affiliation exists between the sellers and the buyers in these 
agreements. 

As stated, in G—11414, the agreed price for the natural gas at the tailgate 
of Sinclair’s Gas Products Plant No. 23, from wells connected thereto at the 
date of the sales agreement, is 10.75¢ per Mcf. For wells to be connected to 
Plant No. 23 after the date of the contract the price is to be 11.25¢ per Mcf. 

The purchaser, Pioneer, seeks additional volumes of natural gas. The seller, 
Sinclair, had undeveloped potential acreage. It was intended the additional 
one-half cent per Mcf would constitute an incentive on the part of Sinclair to 
step up its exploratory drilling and, if production was found, to compensate it 
for the construction of the necessary gathering and plant facilities to handle 
the additional gas. Sinclair, in negotiating this agreement, did not know where 
it would find new volumes of gas, nor did it know what the cost of drilling 
would be, neither did it know the cost of additional facilities to handle the gas, 
therefore costs could not then be considered in determining selling price. This 
record shows that even now costs are not fully determinable for the reason that 
additional wells are being brought in which require additional plant facilities 
to handle the increased volumes of gas. Under these circumstances the addi- 


@See Exh. 48. 
*® Tr. 257, lines 14 through 25. 
“Tr. 236. 237, 238, 257, 258. Also Exh. 35, pages 1 and 15. 
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tional one-half cent per Mcf was agreed upon by the seller and buyer as being just 

and reasonable under all the circumstances. In G—16370 Sinclair and Pioneer 
agreed upon a negotiated price of 12.25¢ per Mcf for the natural gas from the 
Ketchum Mountain Plant. This gas to be delivered directly into the Permian sys- 
tem through a two mile line from the Ketchum Mountain Plant. Only a small 
amount of gas is presently available but, as field development continues, sub- 
stantial volumes are anticipated. This gas is to be delivered at a pressure of 
990 psig. No additional compression will be required to deliver this gas into the 
Permian system. Both Sinclair and Pioneer contend the one-half cent per Mcf 
difference in price between this gas and the 10.75¢ per Mcf price at Plant No. 23 
is entirely justified based upon the difference in delivery pressure alone. 

In G—14840, the testimony shows Humble, who is the seller, received an offer 
of 10.75¢ per Mcf for the Vinegarone Field gas which was not accepted because 
Humble considered the going price in the area to be 16¢ per Mcf. Thereafter 
El Paso offered 12.5¢ per Mcf—Humble tried to get 16¢—in a 20 year contract, 
with 1 cent escalation each five years plus 25% of the net from liquids extracted 
if any, together with a price redetermination during each of the last three five 
year periods based on a reasonable market price for gas in the field. At the 
time of this El Paso offer Humble was confronted with a drainage problem 
since Phillips was already selling natural gas from this field to Pioneer. Since 
El Paso’s offer was 1.75¢ per Mef initially higher than the Pioneer offer it was 
accepted by Humble.® This gas is delivered to Pioneer and transported by it 
under its exchange agreement with El Paso. 

The Commission, by letter™ dated February 24, 1959, directed Humble, and 
other sellers in this consolidated hearing, to collaborate and furnish, as supple- 
ments to their applications, certain pricing factors involved in the Humble-El 
Paso contracts. Humble replied that it adopted El Paso’s reply in its second 
supplement to G—-15243." 

Permian’s need for the Pioneer gas has been fully established through the 
evidence presented here, and in other hearings before this Commission,” and 
there is no issue here regarding same. Under Permian’s contract with Pioneer, 
there is dedicated to Permian the substantial reserves already controlled by 
Pioneer together with any additional supplies of natural gas which Pioneer may 
be able to purchase on economical terms in a 23 county area in Texas. Permian 
pays 14¢ per Mef for the gas gathered and delivered to it by Pioneer.” This 
delivered price is in line with current prices being paid by Permian.” No issue 
was presented as to a market for the Pioneer gas at the proposed prices. 

The only opposition to the issuance of the certificate to Sinclair (in G-11414 
and G—16370), Humble (in G—14840), Western (in G—15300), Harvey J. Weir 
(in G-15331), J. R. Weir (in G—15332), Paula R. Hicks (in G—15333), F. E. 
Fuselier (in G-15334), Ash Robinson (in G—15349), M. N. Stafford, Jr. (in G- 
15369) and M. N. Stafford (in G-—15383) at the proposed prices is made by the 
Commission Staff, as shown above. It is their contention the prices in the above 
applications should be conditioned at a lower level. They base their argument 
on the CATCO case ™ which held “where the application on its face or on presen- 
tation of evidence signals the existence of a situation that probably would not 
be in the public interest, a permanent certificate should not be issued.” It is 











®% See Tr. 359-360. 
6 Tr. 366-68. 

@ Tr. 370-71. 

® See G-12242, G-14981 and G-17487. 

® See Tr. 290. 

See Tr. 290-91. 

7 Atlantic Refining Company, et al. v. Public Service Commission, et al., June 1959, 360 
U.S. 378. 
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argued here that no evidence of cost to the producer, as seller, was introduced as 
a basis for determining a selling price. The cost of producing, processing and 
delivering the gas to a buyer is not the only element to be considered in deter- 
mining public convenience and necessity,” other elements being a market at the 
proposed price, and the economic feasibility of the project at the proposed price. 
In this hearing, the sellers of the natural gas, as well as Pioneer, the buyer, have 
introduced an abundance of evidence to make out a prima facie case for the 
issuance of unconditional certificates at the proposed prices. In fact, the sole 
staff witness on cross examination, stated that he had difficulty in locating sales 
in the area of the sales herein proposed.” So that it was necessary to use Per- 
mian Basin sales which currently range in price from 13¢ to 16¢. The Staff 
witness testified the prices involved in these applications are lower than he 
would recommend as reasonable prices.“ This record fails to show any evidence 
to rebut the sellers’ prima facie showing or to justify a rate condition reducing 
the proposed initial prices to lower levels. 

The CATCO decision, supra, was considered by the Third Circuit Court of 
Appeals in a recent decision ® reviewing and affirming the Commission’s Opinion 
No. 315, 20 FPC 264. Opinion 315, and the Third Circuit approval thereof, sup- 
ports the theory that it is appropriate for the Commission to issue a certificate, 
or certificates, without price conditions where, as here, the proposed initial prices 
do not establish any new price plateau and will not trigger increases in other 
contracts and where the proposed initial prices are not out of line with the prices 
heretofore certificated by the Commission in the area. Based upon all of the 
evidence adduced in this record, the producer applications enumerated above will 
be granted. 

As stated, Phillips, on February 12, 1957, filed its application in G-11990 based 
upon an agreement dated November 8, 1956 ™ to sell natural gas to Pioneer from 
its holdings in the Vinegarone Field at an initial price of 10.75¢ per Mcf. Under 
this agreement 228,217.31 acres of leases, of which 2,179.45 acres were proven 
productive, were dedicated to Pioneer. This agreement recited that before 
Phillips could release any of this dedicated acreage it should advise Pioneer and 
upon request by Pioneer, Phillips would for a specified consideration assign 
such leases to Pioneer. During the period from November 8, 1956 to June 25, 
1958, Phillips released, with Pioneer’s consent, 97,737.30 acres, which had been 
dedicated by the November 8, 1956 agreement. On June 3, 1957, the Commission 
granted Phillips a temporary certificate authorizing this sale” and granted 
Pioneer temporary authority to construct and operate certain facilities into the 
Vinegarone Field to receive and transport the Phillips gas.“ The agreement of 
November 8, 1956, provided that Pioneer would start taking deliveries on or before 
a day certain or Phillips would have the right to terminate the contract. There- 
after, Phillips, in a letter to Pioneer dated September 6, 1957, agreed to extend 
this delivery date until December 1, 1957.” On this date Pioneer had not yet 
completed its line, due to inclement weather, to the Phillips point of delivery. 
Phillips on December 12, 1959, by letter to Pioneer, without notice to or permis- 
sion of this Commission, terminated the contract. Litigation followed regarding 
Phillips’ right to terminate the contract.” Phillips and Pioneer compromised 


72 Hope Natural Gas Co., G—12571 et al., 19 FPC 405. 

7% Exh. 57, Tr. 721. 

% Tr. 730, lines 3 to 7 inclusive. 

7% United Gas Improvement Company, et al. v. FPO, et al., 269 F. 2d 865; CA3, reversed 
861 U.S. 195. 

76 See Items S and T. 

7 See Commission letter issued June 3, 1957. 

78 See Commission letter issued June 3, 1957 and Tr. 528-544. 

™ See Item T. 

® See Exhs. 43, 44, 45, 46 and 47. 
















276 FEDERAL POWER COMMISSION 






their differences and deliveries were commenced on June 29, 1958. Under the 
compromise agreement the remaining dedicated acreage was divided into two 
categories to provide that all of the natural gas produced from acreage described 
in Exh. B to the compromise agreement dated June 25, 1958, and submitted to 
the Commission on January 7, 1959, which amounted to 2,179 acres, would be 
sold and delivered to Pioneer at the previously agreed (in the November 8, 1956 
agreement) initial price of 10.75¢ per Mcf. The remaining 128,250 acres was 
described in Exh. C, to the amendment, which provided that natural gas, if or 
when discovered and produced, would be sold by Phillips to Pioneer at an initial 
price of 12.75¢ per Mcf." A Phillips witness testified that no wells had yet been 
drilled on the acreage described in Exh. C to the amendment. When the Novem- 
ber 8, 1956 agreement was amended on June 25, 1958, no sales or deliveries had 
yet been made by Phillips to Pioneer although a temporary certificate authorizing 
such sales, and dedicating the 228,217.31 acreage, had been issued to and accepted 
by Phillips more than a year earlier. Under the temporary authorization issue to 
Pioneer on July 3, 1957, the facilities to accept delivery of the Phillips gas were 
completed on December 16, 1957." The Staff argue that the attempted cancella- 
tion of the November 8, 1956 agreement with Pioneer and the reclassification of 
the acreage dedicated to the performance of that contract by Phillips was illegal. 
Since Pioneer consented to Phillips’ dropping of the 97,787.30 acres there can be 
no controversy as to legality of that transaction. On the other hand the 
attempted cancellation of the agreement filed with this Commission in G—11990, 
on which a temporary certificate had been issued and accepted, and the require- 
ment by Phillips that Pioneer agree to pay an additional 2¢ per Mcf for any and 
all natural gas produced from the Exh. C acreage (128,250 acres) all without the 
knowledge or consent of this Commission, is contrary to the law and prejudicial 
to the public interest. The Supreme Court in the CATCO case, supra, stated the 
filing of an application for a certificate of convenience and necessity to make a 
sale of natural gas in interstate commerce, as did Phillips in G—11990, does not 
constitute a dedication to the interstate market of the gas recoverable under these 
leases since the contracts to sell gas were conditioned upon the issuance of certifi- 
cates of public convenience and necessity by the Commission. Here, however, 
there was a dedication of the natural gas from the proven production and a 
further dedication of any other natural gas which might be discovered and pro- 
duced from the dedicated acreage. This act of dedication was consummated by 
the application for, and acceptance of, the temporary certificate by Phillips. The 
Court in the CATCO case, supra, held that “Section 7(e) vests in the Commission 
control over the conditions under which gas may be initially dedicated to inter- 
state use. Moreover, once so dedicated there can be no withdrawal of that sup- 
ply from continued interstate movement without Commission approval.”® It is 
true Phillips had not yet commenced deliveries to Pioneer, and Pioneer was not 
in a position to accept deliveries on December 1, 1957, but each had subjected 
themselves together with the known quantities of natural gas and the acreage 
dedicated in their November 8, 1956 agreement, to the jurisdiction of the Federal 
Power Commission by their applications for, and acceptances of, the temporary 
certificates issued to them at their request on June 3, 1957. The Natural Gas 
Act contains specific provision in Section 7(b) for the abandonment of the sale 
and transportation of natural gas in interstate commence. Phillips made no 
attempt to comply with the provisions of this Section but arbitrarily attempted 
to cancel its November 8, 1956 agreement with Pioneer. To induce Phillips to 
reinstate the terms of its November 8, 1956 agreement with Pioneer it was neces- 


© See Tr. 333-34. 
See Tr. 93-97. 
* Underscoring supplied. 
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sary for Pioneer to enter into the June 25, 1958 supplemental agreement and, 
among other things, agree to pay 2¢ per Mcf more for gas which may thereafter 
be produced from the dedicated acreage. As was held in the CATCO case, supra, 
once there has been a dedication of natural gas to interstate use the gas supplier, 
in this case, Phillips, became a captive subject to the jurisdiction of the Commis- 
sion, however, Phillips was not without a statutary remedy to apply to this 
Commission for a 2¢ per Mcf rate increase, all as provided in the Natural Gas 
Act itself. The initial prices for any natural gas which is now or may hereafter 
be produced from the acreage dedicated to Pioneer by Phillips in their agreement 
dated November 8, 1956 is required in the public interest to be initially priced at 
not more than 10.75¢ per Mcf and the certificate shall be so conditioned. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in these proceedings, the evidence 
adduced and the briefs filed, it is found and concluded, in addition to the findings 
and conclusions hereinbefore stated, that : 

(1) The Pioneer Gathering System, Incorporated (Pioneer), is a Texas corpo- 
ration with its principal place of business located at Amarillo, Texas. It is 
herein determined to be a natural-gas company within the meaning and under the 
terms of the Natural Gas Act. 

(2) The facilities proposed to be constructed and operated by Pioneer in G- 
11548, G—-15034, G-15251, and G—16550, as amended, have been constructed and 
are preséntly in operation under temporary authority of this Commission. These 
facilities constitute an integral part of the Pioneer system and the sales made 
therefrom as hereinafter ordered and conditioned are sales of natural gas in 
interstate commerce for resale, and such facilities and sales are subject to the 
jurisdiction of this Commission. 

(3) The facilities proposed to be constructed and operated by Pioneer in G- 
16344 will also constitute, when constructed, an integral part of the Pioneer 
system and the sales to be made therefrom as hereinafter ordered and condi- 
tioned will be sales of natural gas in interstate commerce for resale, and such 
facilities and sales will be subject to the jurisdiction of this Commission. 

(4) The El Paso Natural Gas Company (El Paso) is a Delaware corporation 
with its principal place of business located at El Paso, Texas. It is a natural- 
gas company within the meaning of the Natural Gas Act as has heretofore been 
determined by this Commission in its Order issued January 11, 1944 In the Matter 
of the El Paso Natural Gas Company, Docket No. G—288, 4 FPC 486. 

(5) The facilities proposed to be constructed and operated by El Paso in G- 
152438 and the facilities proposed to be operated in G—16200 constitute an integral 
part of El Paso’s interstate transmission system and the sales, or exchanges, 
of natural gas to be made therefrom as hereinafter ordered and conditioned will 
be sales of natural gas in interstate commerce for resale, and such sales and the 
facilities are subject to the jurisdiction of this Commission.“ 

(6) The Permian Basin Pipeline Company (Permian) is a Delaware corpora- 
tion with its principal place of business located at Omaha, Nebraska. It is a 
natural-gas company within the meaning of the Natural Gas Act as has hereto- 
fore been determined by this Commission in its Order issued May 1, 1953, In the 
Matter of the Permian Basin Pipeline Company, et al., Docket No. G-1928 et al., 
12 FPC 85, 99. 


®% By the issuance of certificates in these applications approving the exchange agreement 
between El Paso and Pioneer it will not be necessary for Pioneer to construct and operate 
the facilities for which authorization was sought by Pioneer in G—14745. 
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(7) The facilities proposed to be constructed and operated by Permian in 
G—11581 have been constructed and are presently in operation under temporary 
authority of this Commission. ‘These facilities constitute an integral part of 
the Permian system and the sales made therefrom as hereinafter ordered and 
conditioned are sales of natural gas in interstate commerce for resale, and 
such facilities and sales are subject to the jurisdiction of this Commission. 

(8) The facilities that have already been constructed and are presently in 
operation as well as the proposed construction and subsequent operation of other 
facilities as described in findings (2), (3), (5) and (7) above, are necessary 
and required by the public convenience and necessity and a certificate in each 
such application should therefore be issued as hereinafter ordered and 
conditioned. 

(9) The Pioneer Gathering System, Incorporated, the El Paso Natural Gas 
Company and the Permian Basin Pipeline Company are each severably able and 
willing properly to do the acts and to perform the service proposed in their 
respective applications filed herein and to conform to the provisions of the 
Natural Gas Act together with the requirements, rules and regulations of the 
Federal Power Commission promulgated thereunder. 

(10) The public convenience and necessity requires that the general terms 
and conditions set forth in paragraphs (a), (b), (c)(1), (¢) (3), (e) (4), and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act, including the Rules of Practice and Procedure, should also attach to 
the issuance of the certificates to Pioneer, El Paso and Permian and to the 
exercise of the rights granted thereunder, and that the time within which 
the construction of the facilities authorized by this order should be com- 
pleted and the facilities placed in operation should be fixed at six months 
from the effective date of this order. 

(11) The Phillips Petroleum Company (Phillips) is a Delaware corporation 
with its prinicipal place of business located at Bartlesville, Oklahoma. It 
is a natural-gas company within the meaning of the Natural Gas Act. Phillips 
Petroleum Co. v. Wisconsin, 347 U.S. 672. 

(12) Certification of the sale of natural gas by Phillips to Pioneer from 
acreage dedicated to Pioneer in Docket G—11990 at an initial price of 12.75¢ 
per Mcf is not in the public interest. It is, however, required in the public 
interest that a certificate be issued to Phillips to make such sales to Pioneer 
at an initial price of not to exceed 10.75¢ per Mcf. 

(13) Each of the independent producer applicants, namely : 

(a) Sinclair Oil and Gas Company (G—11414, G—16370) 
(b) Pioneer Production Corporation (G—11576) 
(c) Humble Oil & Refining Company (G—14840, G-15249) 
(d) The Atlantic Refining Company (G—14852) 
(e) Magnolia Petroleum Corporation (G—15185) 
(f) Cosden Petroleum Corporation (G-—15219) 
(zg) Western Natural Gas Company (G-15300) 
(h) Harvey J. Weir, Sr. (G—15331) 
(i) Joe R. Weir (G—15332) 
(j) Paula R. Hicks, Individually and as Tutrix (Administratrix) 
(G-15333) 
(k) F. EB. Fuselier, Trustee (G—15334) 
(1) Ash Robinson (G—15349) 
({m) M.N. Stafford, Jr., (G—15369) 
(n) M.N. Stafford (G—15383) 
(o) Pan American Petroleum Corporation (G—15386) 
(p) Caroline Hunt Trust Estate (G—15432) 
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(q) Dalton H. Cobb (G—16459) 
(r) Tri-State Drilling Company (G—15502) 
(s) Willets & Craig (G—16874) 
is now, or will be upon the initiation of the sales proposed in their 
respective applications, a “natural-gas company” within the meaning of the 
Natural Gas Act, and each of the proposed sales for which certificates of 
public convenience and necessity are sought is, or will, be a sale of natural 
gas in interstate commerce for resale and subject to the jurisdiction of 
this Commission. 

(14) The sales proposed by each of the independent producer applicants, 
in Finding (13) above, at the proposed initial prices, together with the con- 
struction and operation of any facilities subject to the jurisdiction of this 
Commission necessary therefor, are required by the public convenience and 
necessity and certificates of public convenience and necessity should be issued 
to each of them at the initial prices proposed without the attachment of any 
price condition as hereinafter ordered. 

(15) Each of the producer applicants in Findings (11) and (13) above, is 
able and willing to do the acts and perform the service proposed and to conform 
to the provisions of the Natural Gas Act and the requirements, rules and 
regulations of the Federal Power Commission promulgated thereunder. 

(16) The conditions hereinafter ordered are necessary and required by the 
public convenience and necessity. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: 
(A) Certificates of public convenience and necessity are hereby issued to 
the Pioneer Gathering System, Incorporated, to construct and operate the 
facilities hereinbefore described, ail as more fully described in its applications 
(Docket Nos. G—11548, G—15034, G—15251, G—16550 and G—16344), as amended 
and supplemented, and the exhibits and record herein, for the transportation 
and sale of natural gas in interstate commerce for resale as herein provided 
and upon the terms and conditions hereinafter ordered. 

(B) Certificates of public convenience and necessity are hereby issued to the 
El Paso Natural Gas Company to construct and operate the facilities herein- 
before described, all as more fully described in its applications (Docket Nos. 
G-15243 and G—16200), as amended and supplemented, for the transportation 
and sale of natural gas in interstate commerce for resale as herein provided 
and upon the terms and conditions hereinafter ordered. 

(C) A certificate of public convenience and necessity be, and hereby is, issued 
to the Permian Basin Pipeline Company to construct and operate the facilities 
hereinbefore described, all as more fully described in its application (Docket 
No. G—11581), as amended, and the exhibits and record herein, for the trans- 
portation and sale of natural gas in interstate commerce for resale as herein 
provided and upon the terms and conditions hereinafter ordered. 

(D) A certificate of public convenience and necessity be, and hereby is, issued 
to the Phillips Petroleum Company conditioned so as to require the sale, or 
sales, of natural gas, all as more fully described in its application (Docket No. 
G-11990), as amended, at an initial price of not to exceed 10.75¢ per Mcf, such 
sale, or sales, being made in interstate commerce for resale and as more fully 
described in the application, exhibits and record herein, and upon the further 
the terms and conditions as hereinafter ordered. 

(E) Certificates of public convenience and necessity are hereby issued to each 
of the independent producers—specifically named in Finding (13) above—for 
the sales of natural gas, at the initial prices proposed, in interstate commerce 
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for resale as hereinbefore described and as more fully dlescribed in their applica- 
tions, as amended and supplemented, and the exhbits and the record herein, upon 
the terms and conditions as hereinafter ordered. 

(F) The certificates of public convenience and necessity issued herein are not 
transferable and each shall be effective only so long as the applicant continues 
the acts and operations herein authorized in accordance with the provisions of 
the Natural Gas Act and the applicable rules, regulations and orders of the 
Federal Power Commission. 

(G) Each of the certificates issued herein shall be deemed accepted and in 
full force and effect unless refused in writing and under oath, by the applicant 
within 30 days from the effective date of the final order herein. 

(H) The facilities authorized herein shall be constructed and placed in op- 
eration within six months from the effective date of this order. 

(I) The grant of the certificates of public convenience and necessity herein 
shall not be construed as a waiver of the requirements of Section 4 of the Nat- 
ural Gas Act nor Part 154 of this Commission’s Regulations thereunder, and 
is without prejudice to any findings or orders which have been, or may there- 
after be, made by this Commission in any proceeding now pending or herein- 
after instituted relating to the applicants, or any of them. Further, the action 
taken in these proceedings shall not foreclose nor prejudice any further pro- 
ceedings relating to the operation of any price or related provision in the gas 
sales, or purchase contracts herein involved. 

(J) The general terms and conditions as set forth in paragraphs (c) (1), 
(c) (3), and (c) (4) of Section 157.20 of the Regulations under the Natural Gas 
Act (in effect as of June 30, 1958), by the Federal Power Commission, shall 
attach to the exercise of the rights herein granted by the issuance of certificates 
of public convenience and necessity to the Pioneer Gathering System, Incorpo- 
rated, the El Paso Natural Gas Company and the Permian Basin Pipeline 
Company. 


Harry W. FRAZEE 
Presiding Examiner 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
‘William R. Connole, Arthur Kline and John B. Hussey. 


SOUTHEASTERN GAS COMPANY, DOCKET NOS. G-10358 AND G—13178 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDINGS 
(Issued February 1, 1960) 


On October 9, 1959, Southeastern Gas Company (Southeastern) submitted 
in these rate suspenion preceedings an Offer of Settlement, pursuant to Section 
1.18(c) of the Commission’s Rules of Practice and Procedure. 

Southeastern’s FPC Gas Rate Schedule No. 43 is a contract dated November 
18, 1931 for the sale of natural gas to United Fuel Gas Company (United Fuel) 
from Floyd and Knot Counties, Kentucky. The Contract provides that on 
November 1, 1940, and every 5 years thereafter, the rate shall be redetermined 
‘by mutual agreement. On April 9, 1956, Southeastern filed a redetermined 
rate increase from 20.0¢ per Mcf (the rate in effect on June 7, 1954) to 26.0¢ 
per Mcf. This proposed increased rate was suspended by the Commission in 
Docket No. G—10358 and on October 15, 1956 became effective subject to refund. 
‘There are no interveners in Docket No. G—10358. 
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Southeastern’s FPC Gas Rate Schedule No. 44 is a contract dated November 
18, 1931, for the sale of natural gas to United Fuel from Cabell and Wayne 
Counties, West Virginia. The contract provides for redetermination of the 
rate on November 1, 1940, and every 5 years thereafter. On August 1, 1957, 
Southeastern filed a redetermined rate increase from 16.0¢ per Mcf (the rate 
in effect on June 7, 1954) to 26.0¢ per Mcf. This proposed increase rate was sus- 
pended by the Commission in Docket No. G-13178 and became effective subject 
to refund on October 1, 1957. United Fuel has been permitted to intervene 
in Docket No. G-13178. 

On February 4, 1959, Southeastern filed a motion to terminate the suspension 
proceeding in Docket No. G—10358. In support of this motion Southeastern 
submitted certain cost data. On April 8, 1959, Southeastern filed a request that 
Commission action on the motion be postponed until certain pending Commission 
cases were decided. 

On October 9, 1959, Southeastern filed a motion to terminate the suspension 
proceeding in Docket No. G—13178. Certain cost of service data was submitted 
with this motion. On the same date, October 9, 1959, Southeastern also sub- 
mitted the proposed settlement. Southeastern states that in return for per- 
mitting the proposed increase rates of 26.0¢ per Mcf to become unconditionally 
effective, the proceedings in these dockets to be terminated, and Southeastern 
to be discharged from all refund obligation in connection therewith, South- 
eastern offers to waive its rights to seek redetermination of the rates on 
November 1, 1960. 

In support of its proposed settlement Southeastern states that the contract 
rights which it hereby offers to waive are beneficial to Southeastern as a means 
ef protecting against inflation and securing the increasing value of its gas 
over the long term of the contracts. It states that waiver of this right will result 
in a stable price for a period of approximately ten years and will free the 
Commission from the need of considering any future proposed increase prior 
to 1965. Southeastern further states that acceptance of the 26¢ rate will 
relieve the Commission and possibly the buyer, United Fuel Gas Company, 
of the time and expense which might be necessary to the conduct of formal 
hearings in these matters and in such rate cases that might arise under the 
redetermination provisions of the contracts. 

By letter order dated December 14, 1959, we advised Southeastern that we 
had considered its “offer together with the cost data submitted in support of 
motions to terminate Docket Nos. G-10358 and G—13178 and ha[ve] determined 
that the proceedings may be terminated provided Southeastern file, as verbally 
agreed upon at said informal conference, appropriate rate schedule amendments 
substituting a rate of 25.0¢ per Mcf at 15.325 psia including a gathering charge 
of 2.0¢ per Mcf, in iieu of the rate of 26.0¢ per Mcf now in effect subject to 
refund and waiving, until November 1, 1965, the right to redetermination of 
such rates.” 

On December 30, 1959, Southeastern tendered for filing two executed amend- 
ments to its aforesaid rate schedules, which are designated as Supplement No. 6 
to Southeastern’s FPC Gas Rate Schedule No. 438 and Supplement No. 7 to 
Southeastern’s FPC Gas Rate Schedule No. 48 and are in substitution of the 
suspended Supplements Nos. 4 and 5 and 5 and 6, respectively, herein. The 
aforesaid Supplement Nos. 6 and 7 are in compliance with our aforesaid letter 
order of December 14, 1959. Each aforesaid supplement provides for a rate 
of 25.0¢ per Mcf at 15.325 psia, including a gathering charge of 2.0¢ per Mef, 
and the waiver of a redetermination of such rate until November 1, 1965. 

On January 4, 1960, Southeastern filed statements indicating that it had 
made refunds to United Fuel totaling $23,347.96 ($21,340.80 principal and 
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$2,007.12 interest) in Docket No. G-10358 and $4,155.45 ($3,902.94 principal 
and $252.51 interest) in Docket No. G-13178. Such refunds cover the amounts 
collected subject to refund in excess of the settlement rate of 25.0¢ per Mcf and 
have been acepted by United Fuel as full payment for the excess charges. 

Neither United Fuel nor any other person has indicated to the Commission 
opposition to the Offer of Settlement submitted by Southeastern. 

In our judgment, settlement of these proceedings in accordance with the 
provisions of the Offer of Settlement and Southeastern’s tender of December 
30, 1959, aforesaid, is desirable in the public interest and appropriate to carry 
out the provisions of the Natural Gas Act. Southeastern is proposing to waive 
its right to redetermination of the rates on November 1, 1960, as provided by 
the contracts comprising the two subject rate schedules. 

The proposed Offer of Settlement as amended by Southeastern’s tender of 
December 30, 1959, would be beneficial to the public and advantageous to all 
concerned, by relieving the Commission, Southeastern, and United Fuel, as 
well as customer companies, of the time and expense which might be necessary 
to the conduct of formal hearings in these rate cases as might otherwise arise 
under the price redetermination negotiations for November 1, 1960. The 
resulting stability in gas costs would be welcome to all segments of the 
natural-gas industry. Furthermore, freeing the Commission from the need 
of considering such a proposed increase would enable it to concentrate its 
efforts on other rate cases and other matters having possibly more serious con- 
sequences for the public and the consumer. 

However, it should be made clear that acceptance of this Offer of Settlement 
as amended by Southeastern’s tender of December 30, 1959 shall not be con- 
strued as approval of any future increased rates proposed by Southeastern 
under the price redetermination provision or otherwise. 


The Commission finds: 


(1) The proposed settlement of these rate proceedings on the basis described 
herein is in the public interest and appropriate to carry out the provisions of 
the Natural Gas Act and should be approved by the Commission and made 
effective as hereinafter ordered. 

(2) Good cause exists for terminating the proceedings in Docket Nos. 
G-10358 and G-13178; for accepting for filing Supplement Nos. 6 and 7 to 
Southeastern’s FPC Rate Schedule Nos. 43 and 48, respectively, in substitution 
of Supplement Nos. 4 and 5 and 5 and 6 thereto, which involve suspended rate 
increases in the subject dockets; for accepting the refund statements filed 
January 4, 1960 as evidence that appropriate refunds have been made and 
discharging the refund obligations contained in the subject dockets; and for 
allowing the aforesaid Supplement Nos. 6 and 7 to become effective as of 
October 15, 1956 and October 1, 1957, respectively. 


The Commission orders: 


(A) The Offer of Settlement as amended by Southeastern’s tender of 
Supplement Nos. 6 and 7 to its FPC Gas Rate Schedule Nos. 43 and 48, 
respectively, is hereby approved. 

(B) Supplement No. 6 to Southeastern’s FPC Gas Rate Schedule No. 43 
is hereby accepted for filing in substitution for the suspended Supplement 
Nos. 4 and 5 to aforesaid rate schedule and the rates contained in the said 
Supplement No. 6 are hereby permitted to become effective as of October 
15, 1956. 

(C) Supplement No. 7 to Southeastern’s FPC Gas Rate Schedule No. 48 
is hereby accepted for filing in substitution for the suspended Supplements 
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Nos. 5 and 6 to aforesaid rate schedule and the rates contained in the said 
Supplement No. 7 are hereby permitted to become effective as of October 
1, 1957. 

(D) The refund statement filed January 4, 1960 is hereby accepted as 
evidence that appropriate refunds have been made in the subject dockets 
and Southeastern is hereby discharged from its refund obligations contained 
in the subject dockets. 

(E) The proceedings in Docket Nos. G—10358 and G-—13178 are hereby 
terminated. 

(F) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings now pending or here- 
inafter instituted by or against Southeastern. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411) 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


ALABAMA-TENNESSEE NATURAL GAS COMPANY, DOCKET NO. G—19974 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued February 2, 1960) 


On October 27, 1959, as supplemented on November 19, 1959, Alabama-Ten- 
nessee Natural Gas Company (Applicant) filed in Docket No. G—19974 an 
application pursuant to Section 7(c) of the Natural Gas Act for a certificate 
of public convenience and necessity authorizing the construction and operation 
of certain facilities for the direct sale and delivery of natural gas on an 
interruptible basis to Tennessee River Pulp & Paper Company for use in a 
paper mill now under construction in Hardin County, Tennessee, all as more 
fully set forth in the application, as supplemented. 

The facilities for which authorization is sought consist of approximately 
13 miles of 65% inch lateral pipeline, and appurtenances, extending from 
Applicant’s Corinth purchase gas meter station in Alcorn County, Mississippi, 
to the aforesaid paper mill. The estimated cost of these facilities is $285,000. 
Applicant purchases gas at Corinth from Tennessee Gas Transmission Company. 

The initial maximum natural gas requirement under this application is 
6,000 Mcf per day, which could be increased to 7,500 Mcf per day at the buyer’s 
request, all on an interruptible basis. 

Applicant has sufficient gas available from its authorized purchases from 
Tennessee Gas Transmission Company to enable it to meet the needs of the 
paper mill in addition to its other requirements. 

Financing of the proposed facilities will be from funds on hand and from 
the sale of first mortgage bonds to be issued in 1960 as described in the 
application, as supplemented. 

The paper mill is expected to be ready to require natural gas service by 
September 1, 1960. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 19, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petitions to intervene or protests to the granting 
of the application have been received. Staff counsel moved orally at the 
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hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Alabama-Tennessee Natural Gas Company, a Delaware Cor- 
poration having its principal place of business in Florence, Alabama, is @ 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order issued July 2, 1948, in Docket No. 
G-—585, modifying and affirming the Presiding Examiner’s initial decision 
therein (7 FPC 257). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, as supplemented, are proposed to be used in the transpor- 
tation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of Applicant’s existing pipeline system and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity, and a certificate there- 
for should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(1), (¢) (3), (¢e)(4), and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act (18 CFR 157.20) should be attached to the certificate hereinafter issued 
to Applicant and to the exercise of the rights granted thereunder, and that 
the time within which construction of the facilities authorized by this order 
shall be completed and placed in actual operation should be fixed at one 
year from the date on which this order issues. 

(6) The volume of natural gas to be delivered by Applicant to Tennessee 
River Pulp & Paper Company should be limited to a maximum of 7,500 Mcf 
per day on an interruptible basis, as proposed by Applicant. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Alabama-Tennessee Natural Gas Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application herein, as supplemented, for the transportation of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (1), (e) (3), (e) (4) and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (A) above and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of the 
aforesaid Regulations under the Natural Gas Act is hereby fixed at one year 
from the date on which this order issues. 
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(D) The volume of natural gas to be delivered by Applicant to Tennessee River 
Pulp & Paper Company is hereby limited to a maximum of 7,500 Mcf per day on 
an interruptible basis. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


BLACHLY-LANE COUNTY COOPERATIVE ELECTRIC ASSOCIATION, 
PROJECT NO. 1488 


ORDER ACCEPTING SURRENDER OF LICENSE (MAJOR) 


(Issued February 2, 1960) 


Application was filed October 19, 1959, by Blachly-Lane County Cooperative 
Electric Association, licensee for major Project No. 1488, for surrender of its 
license for the project pursuant to Section 6 of the Federal Power Act. 

The license for the project, affecting Revested Oregon and California Rail- 
road grant lands of the United States in Lane County, Oregon, was issued to. 
Blachly-Lane County Cooperative Electric Association on June 12, 1947, for a 
period of 50 years from November 7, 1938, and was subsequently amended. 

Applicant states that the project supplies such a small amount of its re- 
quirements that it is no longer feasible to operate it. It states also that it has 
received permission from the Rural Electrification Administration to abandon 
the project and that the Oregon Hydroelectric Commission has cancelled its 
license. 

By letter dated February 4, 1959, the Bureau of Land Management, United 
States Department of the Interior, informed the Commission that no restora- 
tion work is necessary or feasible insofar as the lands of the United States are 
concerned and recommended cancellation of the license. 

The annual charges under the license for the project have been paid through 
the year 1958 and the licensee’s copy of the license instrument has been returned. 


The Commission finds: 


(1) Public notice has been given of the filing of the application for surrender of 
the license and no protests thereon have been received. 


(2) Acceptance of surrender of the license for the project is appropriate as 
hereinafter provided. 


The Commission orders: 


Surrender of the license for major Project No. 1488 is accepted effective as of 
December 31, 1958. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-17389 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 2, 1960) 


El Paso Natural Gas Company (Applicant,) a Delaware corporation with 
principal place of business in the El Paso Natural Gas Building, El Paso, Texas, 
filed in Docket No. G-17389 on December 24, 1958, an application for a certificate 
of public convenience and necessity, pursuant to Section 7(c) of the Natural Gas 
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Act, authorizing Applicant to construct and operate facilities as hereinafter 
described, subject to the jurisdiction of the Commission, all as more fully rep- 
resented in the application which is on file with the Commission. 

Applicant proposes to construct and operate approximately 17.3 miles of 4% 
inch lateral pipeline to extend easterly from a point of connection on Applicant’s 
existing 20-inch San Juan-Maricopa pipeline to a proposed meter station near 
Clarksdale, all in Yavapai County, Arizona. Applicant represents that the 
proposed pipeline and appurtenant facilities are required to enable Applicant to 
sell and deliver natural gas to Southern Union Gas Company (Southern Union) 
for resale in the communities of Clarkdale and Cottonwood, Arizona, and for 
resale to the Riverside Cement Company near Clarkdale. 

Southern Union’s estimated annual and peak day requirements for the proposed 
service are as follows: 
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Applicant estimates the cost of the facilities proposed including overhead 
and contingencies to be $295,000. The proposed project will be financed from 
current working funds or by making short term bank loans. 

The proposed deliveries will have no appreciable effect on El Paso’s gas 
supply. 

This matter was previously set for hearing on March 31, 1959. However, 
the hearing was indefinitely postponed by reason of the fact that El Paso filed 
on March 30, 1959, a supplement to its application. On August 24, 1959 El Paso 
filed a notice of withdrawal of its March 30, 1959 supplement. 

El Paso was granted temporary authority, on May 14, 1959, to construct and 
operate the proposed facilities and to sell natural gas to Southern Union under 
its effective Rate Schedules A-1 and B-1 on file with the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 20, 1960, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, with its principal place of business 
in the El Paso Natural Gas Building, El Paso, Texas, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act as heretofore found by the 
Commission. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission as an integral part of Applicant’s existing pipe 
line system and the construction and operation thereof by Applicant are sub- 
ject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) The construction and operation of the facilities hereinbefore described 
are required by the public convenience and necessity and a certificate tnere- 
fore should be issued as hereinafter ordered and conditioned. 
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(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c)(1), (¢)(3), (ce) (4) and (e) of 
Section 157.20 of the Commission’s regulations under the Natural Gas Act 
should attach to the certificate issued herein and to the exercise of the rights 
granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued author- 
izing Applicant to construct and operate natural gas facilities and to sell 
natural gas as hereinbefore described, all as more fully described in the applica- 
tion In this proceeding. 

(B) The general terms and conditions set forth in paragraphs (b), (c)(1), 
(c) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the certificate issued herein and to 
the exercise of the rights granted thereunder. 

(C) Applicant shall complete the construction of the proposed facilities and 


commence regular operation thereof within 6 months of the date this order 
issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—20051 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 2, 1960) 


On November 3, 1959, El Paso Natural Gas Company (Applicant) filed in 
Docket No. G—20051 an application pursuant to Section 7(c) of the Natural Gas 
Act for a certificate of public convenience and necessity authorizing the construc- 
tion and operation of field facilities to enable Applicant to take into its certificated 
pipeline system natural gas which will be purchased from producers in the gen- 
eral area of Applicant’s existing transmission system from time to time during the 
calendar year 1960, at a total cost not to exceed $5,000,000, with no single project 
to exceed a cost of $500,000. 

The purpose of this “budget-type” application is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its pipeline 
system new supplies of natural gas in various producing areas generally co- 
extensive with said system. 

Applicant proposes to finance the cost of the facilities proposed herein from 
working funds and by making short term bank loans. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 21, 1960, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
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a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of October 29, 1942, in Docket Nos. G-242 and G-257 (3 
FPC 851). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are proposed to be used in the transportation of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1960 as proposed by Applicant, are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1961, a 
statement under oath showing, by projects: (a) names of fields connected, (b) 
estimates of gas supplies attached, (c) a description of the project or projects 
constructed pursuant to the authorization granted hereinafter, (d) the location 
of said project or projects, (e) the costs of the facilities so constructed, and (f) 
the names of the independent producers involved, together with the respective 
dates of the gas sales contracts and the docket numbers of the related producer 
certificate applications. 

(6) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should attach to the 
certificate hereinafter issued to Applicant and to the exercise of the rights granted 
thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the calendar year 1960, and the total expenditures for facilities authorized 
to be constructed hereunder should be limited to $5,000,000, with no single project 
at any given location to exceed a cost of $500,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing El Paso Natural Gas Company to construct and oper- 
ate the proposed facilities to take natural gas from producers thereof during the 
calendar year 1960, all as more fully described in the application in this proceed- 
ing, upon the terms and conditions of this order. 

(B) Applicant shall submit on or before March 1, 1961, a statement under 
oath showing, by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects that have been 
constructed pursuant to the authorization granted in paragraph (A) above, (d) 
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the location of said project or projects, (e) the costs of the facilities so con- 
structed, and (f) the names of the independent producers involved, together with 
the respective dates of the gas sales contracts and the docket numbers of the 
related producer certificate applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the ex- 
ercise of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited to 
construction during the calendar year 1960, and the total expenditures for 
facilities to be constructed thereunder are hereby limited to $5,000,000, with no 
single project to exceed a cost of $500,000. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


MONTANA-DAKOTA UTILITIES CO., DOCKET NO. G-—18604 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued February 2, 1960) 


On May 20, 1959, Montana-Dakota Utilities Co. (Applicant) filed an applica- 
tion, as amended July 27, 1959, in Docket No. G—-18604, pursuant to Section 7(c) 
of the Natural Gas Act, for a certificate of public convenience and necessity 
seeking authorization (1) to construct and operate metering and lateral pipeline 
facilities and to initiate natural gas service to a new direct customer, the Glas- 
gow Air Force Base (Air Base), Glasgow, Montana; (2) to construct and operate 
additional mainline compression and gas storage dehydration facilities to enable 
it to continue to maintain adequate service to its existing customers, particularly 
during the 1959-60 heating season; and (3) to construct and operate field facili- 
ties to attach a new source of supply from the Carter Oil Company (Carter) 
in the Elk Basin Field, Carter County, Wyoming. 

Applicant proposes to construct and operate 15.5 miles of 6%-inch trans- 
mission lateral and appended metering facilities to extend from a connection on 
its 10-inch Malta to Morgan Creek transmission line near Tampico, Montana, 
to the Glasgow Air Force Base, a prospective customer, for distribution by the 
Air Base to 960 individual dwelling units either now under construction or 
scheduled to be constructed at the base. Interruptible volumes of natural gas 
may also be required if the Air Base decides to convert its central heating plant 
from oil, the present fuel, to natural gas. An existing 267 dwelling units at the 
Air Base now using oil for space heating may also be converted to natural gas. 
Applicant estimates the 1961-62 peak day requirements of the Air Base at 
2,393 Mcf. 

Applicant has entered into a contract with the U.S. Government, dated March 
6, 1959, to provide natural gas service to the Air Base as requested. 

Applicant states that it has designed its proposed Air Base lateral to deliver 
a maximum volume of about 6,000 Mcf per day, anticipating the need to attach 
other loads to the lateral in the future. 

To enable it to maintain adequate service to its existing market areas, particu- 
larly during periods of peak demand commencing in the 1959-1960 winter, Appli- 
cant proposes to increase its storage withdrawal capacity by installing a 40,000 
Mcf per day dehydration unit at its Cabin Creek plant in Fallon County Mon- 
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tana, for use in treating storage withdrawals from its existing Baker storage 
field. The existing dehydration facility at Cabin Creek of 20,000 Mcf per day ca- 
pacity is to be relocated at Applicant’s Baker station to increase the dehydra- 
tion capacity at that location to 40,000 Mcf per day. Applicant also proposes 
to install and operate an additional 880 horsepower of compression facilities 
at its Cabin Creek plant. 

The additional dehydration facilities proposed at the main line Cabin Creek 
and Baker stations will enable the Applicant to withdraw an estimated required 
total of 49,790 Mcf per day from its Baker storage field and 5,300 Mcf per day 
of locally produced gas from the Baker Field to assist it in meeting its estimated 
winter peak day firm requirements. The facilities at Cabin Creek and Baker 
stations are expected to be adequate to meet Applicant’s needs through the 
1961-62 winter season. 

Applicant also proposes to install and operate an additional 660 horsepower 
of compression facilities at its Saco Plant, Valley County, Montana, in order 
to meet the required compression of the increased Bowdoin field withdrawals 
necessary to implement 1961-1962 peak day system supplies. The natural gas 
compressed at the Saco plant supplies the system’s requirements along Appli- 
eant’s Malta, Montana, to Williston, North Dakota, lines as well as supplying 
natural gas to other parts of the system. The Air Base is to be served from 
this line, and Applicant states that the additional facilities would be required 
to provide the 1959 deliveries from this line including deliveries to the Air Base. 

Applicant also requests authorization to construct and operate 12,300 feet of 
414 inch field line and metering facilities to attach new natural gas supplies from 
a well of the Carter Oil Company in the South Elk Basin Field, Park County, 
Wyoming, one of Applicant’s existing sources of supply for its system serving 
Billings, Montana. Carter was authorized to sell gas to Applicant in Docket 
No. G—18486. 

Applicant estimates the total cost of all the proposed facilities, including 
$4,003 for removal of the dehydration plant from Cabin Creek and an estimated 
$13,000 for interest during construction, at $1,101,103 which will be defrayed 
from current working capital. 

Applicant’s gas supply is reasonably adequate to justify its proposals. 

Temporary authorization to construct and operate all the proposed facilities 
and to deliver up to 2,393 Mcf of natural gas per day (at 14.73 psia) to the Air 
Base was granted by letter dated July 10, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 21, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Montana-Dakota Utilities Co., a Delaware corporation having 
its principal place of business in Minneapolis, Minnesota, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued March 22, 1946, in Docket Nos. G-220 and 
G-402 (5 FPC 64). 

(2) The facilities hereinbefore described, as more fully described in the 
application and amendment in this proceeding, are to be used in the transporta- 
tion of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission as integral parts of Applicant’s existing pipeline system and the 
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construction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1), (ce) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to the 
exercise of the rights granted thereunder, and that the construction of the facili- 
ties authorized by this order shall be completed and placed in actual operation 
within 8 months from the date on which this order issues. 

(6) The volumes of natural gas to be delivered by Applicant to the Glasgow 
Air Base should be limited to a maximum of 2,398 Mcf per day (at 14.73 psia), 
the 1961-1962 maximum day estimate stated in the application. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, Montana-Dakota Utilities Co., to construct and 
operate the proposed facilities and to transport natural gas as hereinbefore 
described, all as more fully described in the application and amendment herein, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (1), 
(ec) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 8 months from the date on 
which this order issues. 

(D) The volumes of natural gas to be delivered by Applicant to the Glasgow 
Air Base shall be limited to a maximum of 2,393 Mcf per day (at 14.73 psia), 
the 1961-1962 maximum day estimate stated in the application. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


OKLAHOMA NATURAL GAS COMPANY, DOCKET NO. G-19593; CON- 
SOLIDATED GAS UTILITIES CORPORATION, DOCKET NO. G-—19594 


ORDER DENYING EXEMPTION, AND DISMISSING APPLICATION FOR TEMPORARY AND 
PERMAMENT CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 2, 1960) * 
On October 1, 1959, Oklahoma Natural Gas Company pursuant to Section 
1(c) of the Natural Gas Act and Sections 152.1-152.5 of the Regulations applied 


*Rehearing and request for oral argument denied by supplemental order issued March 
25, 1960, post, p. 531. 
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for exemption from the provisions of the Natural Gas Act and the Rules and 
Regulations of the Commission setting forth a proposed gas exchange agreement 
with Consolidated Gas Utilities Corporation. Consolidated by application pur- 
suant to Section 7 of the Act filed October 1, 1959 and amended November 20, 
1959 has requested a certificate of public convenience and necessity authorizing 
the delivery of gas to Oklahoma Natural in accordance with the exchange 
agreement. Consolidated also requested that pending final determination upon 
the application temporary authorization permitting the exchange of gas be 
granted. For the reasons set forth below Oklahoma Natural, if it carried out 
operations under the exchange agreement, would become a natural-gas company 
subject to the Act, so that the application for exemption must be denied. Since 
Consolidated’s application for temporary and permanent certificates is depend- 
ent upon exemption of Oklahoma Natural, this application should be dismissed. 

It appears from the applications that Consolidated transports gas from Texas 
in a northeasterly direction to markets in Oklahoma and Kansas. Its 14-inch 
pipeline intersects Oklahoma Natural’s Clinton system near Sayre, Oklahoma, 
and Oklahoma Natural’s general system approximately 120 miles farther north- 
east near Enid, Oklahoma. Consolidated has supplies of gas in the area of 
Clinton, Oklahoma, and under the proposed exchange agreement, executed July 
29, 1959, would furnish Oklahoma Natural with an estimated daily average of 
6,000 Mcf of gas for its Clinton system and its Sayre Storage Field. 

Under the agreement Oklahoma Natural would annually deliver equal vol- 
umes of gas produced in the Ringwood Field in Oklahoma into Consolidated’s 
line near Enid. Asa result of this proposed exchange it is alleged Consolidated’s 
compression requirements and transportation costs would be reduced by the re- 
ceipt of gas at a higher pressure than its line pressure at a point which is ap- 
proximately 120 miles closer to the markets than the point at which Consolidated 
would deliver gas to Oklahoma Natural. According to the application the ex- 
change would not only benefit Consolidated in this manner but would permit 
more efficient utilization of Oklahoma Natural’s gas supplies and protect the 
correlative rights of the producers of dry gas in the fields in which Oklahoma 
Natural is connected. 

In the past we have permitted similar exchanges of gas on a temporary basis 
and have granted exemption from certain requirements of the Act and our reg- 
ulations for limited terms (see our orders of May 17, 1956, 15 FPC 1415; January 
25, 1957, 17 FPC 70; November 18, 1957, 18 FPC 654). In our order of February 
17, 1959, 21 FPC 249, we denied a request for further extension of the exchange 
arrangement without compliance with the Act and our Regulations. 

We are now asked for a declaration that Oklahoma Natural is exempt from 
the Act and the Regulations and for a permanent certificate for Consolidated 
so that the parties may enter into an arrangement for the exchange of gas for an 
indefinite term. While, as in our February 17, 1959 order, we are fully aware 
of the advantages of the exchange arrangement, the facts presented show that 
Oklahoma if it carries out the proposed transactions will become a natural-gas 
company subject to the Act. Therefore we have no choice under the law but to 
deny the exemption, for we have no authority to grant an exemption except on a 
temporary basis. 

It is clear that Consolidated in transporting gas from Texas for sale in Okla- 
homa and Kansas is a “natural-gas” company. It is also clear that if all Okla- 
homa Natural did was to receive Consolidated’s interstate gas, near Sayre, Okla- 


2 Oklahoma Natural is a “natural-gas company” subject to Commission jurisdiction un- 
der the Act as an independent producer, but as such is not subject to the regulatory re- 
quirements applicable to natural-gas companies which are pipeline companies. 
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homa, transport it in Oklahoma and sell it in Oklahoma, the company would be 
eligible for exemption under Section 1(c) of the Act, for it appears from the 
application that the State Corporation Commission of Oklahoma is exercising 
regulatory jurisdiction over its rates and service, and all of its other operations 
are confined to the State of Oklahoma. What causes the difficulty is Oklahoma 
Natural’s proposed delivery of 6,000 Mcf per day of Oklahoma produced gas into 
Consolidated’s interstate pipeline. Oklahoma Natural’s gas is, of course, com- 
mingled with Consolidated’s gas in the pipeline. While Consolidated, as set forth 
in the exchange agreement proposed to sell and deliver for consumption in Okla- 
homa an amount of this commingled gas that is at all times in excess of the 
amount of gas delivered by Oklahoma Natural, it is inevitable that some of 
Oklahoma Natural’s gas commingled with Consolidated’s gas will be physically 
transported out of Oklahoma for consumption outside the state. It is significant 
as noted below, that Consolidated has not sought to sell an additional 6,000 Mcf 
per day to its Oklahoma customers from its Northern Oklahoma System. 

The exchange agreement provides: “Consolidated further agrees that all of 
the volumes of gas delivered by Oklahoma Natural to Consolidated hereunder 
will be used and consumed only within the State of Oklahoma and that such vol- 
umes of gas will, under no circumstances, be transported by Consolidated in in- 
terstate commerce or resold for transportation and/or resale in interstate com- 
merce. It is understood, however, that the gas delivered hereunder by Oklahoma 
Natural will be commingled with that of Consolidated moving in interstate com- 
merce, but that before any portion of the gas stream has left the State of Okla- 
homa it will be metered and determined that the volumes of gas metered and 
sold by Consolidated in its Northern Oklahoma system are at all times more than 
the volumes of gas being delivered to it by Oklahoma Natural.” 

The agreement further provides that Consolidated must furnish Oklahoma 
Natural with information that the volumes of gas sold in Oklahoma by Con- 
solidated are at all times in excess of the volumes of gas being delivered by 
Oklahoma Natural. 

In our opinion the provision in the exchange agreement does not prevent Ok- 
lahoma Natural from being a natural-gas company within the meaning of the 
Act. Section 2(c) of the Act defines a “natural-gas company” as “a person en- 
gaged in the transportation of natural gas in interstate commerce, or the sale in 
interstate commerce of such gas for resale.” “Interstate commerce” is defined 
in part to mean “commerce between any point in a State and any point outside 
thereof.” Interstate commerce has taken place here because Oklahoma Natural 
has delivered gas which is transported outside the state and consumed outside 
it. Interstate Gas Co. v. F.P.C., 331 U.S. 682, 687-689. This gas has entered 
the stream of interstate commerce, and has passed across the state border. As 
was said in Deep South Oil Co. v. F.P.C., 247 F. 2d 882, 888 (CA5) “The in- 
escapable fact here then is that at least some portion of the gas sold by petitioner 
is resold to consumers outside the State of Texas. Consequently there can be no 
question that petitioner is making sales for resale within the meaning of the 
Act.” The fact that the contracting parties agree that Consolidated will deliver 
to its Oklahoma customers a greater amount of gas does not affect the interstate 
character of the transactions. The fact that Consolidated has not increased its 
deliveries to its Oklahoma customers, shows that by means of a contractual 
provision Consolidated is attempting to substitute Oklahoma Natural’s gas for 
its interstate gas from Texas in making its Oklahoma deliveries. We do not 
think that the later contract can so affect the previous course of business. 

The situation is analogous to that involved in California Electric Power Co. 
v. F.P.C., 199 F. 206 (CA9), certiorari denied 345 U.S. 934. In that case Cali- 
fornia Electric delivered power to the Navy in California. The Navy trans- 
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mitted the power over its own facilities into Nevada where most of the power 
was used at a Naval Depot, but an average 18.7 percent was resold by the 
Navy to its civilian employees in an adjacent housing development. Under the 
Federal Power Act this Commission has jurisdiction only over sales for resale, 
yet the court held that the Commission had jurisdiction over the entire com- 
mingled amount of electric energy sold on the ground that the supposed non- 
jurisdictional part of the energy was indistinguishable at the point of sale from 
the remainder. In the present case part of Oklahoma Natural’s gas, but an in- 
distinguishable part, would physically go to serve Oklahoma customers while 
the remainder would be sold outside the state.* 

In our opinion, State of North Dakota, v. F.P.C., 247 F. 24 173 (CAS8)? is 
distinguishable from the present case. In that case Montana-Dakota Utilities 
Company entered into contracts at approximately the same time for the pur- 
chase of “dump” gas at the price of 9 cents per Mcf at a processing plant belong- 
ing to other parties at Tioga, North Dakota, and for the purchase of “firm” gas 
at the same point for 16 cents per Mcf. All of the gas was to be produced in 
North Dakota. The dump gas was to be transported by Montana-Dakota by 
a proposed pipeline west to Williston, North Dakota, and then into Montana 
with certain deliveries along the way. The firm 16 cent gas was, in part, to be 
transported by a separate line extending from Tioga to Minot, North Dakota, 
and was to be consumed wholly in North Dakota. The other part of the 16 cent 
gas, however, was to be transported by the Tioga-Williston line and was allegedly 
to be delivered by four proposed laterals to four towns in North Dakota where 
it would be consumed. The State of North Dakota contended that the price 
for the firm gas was subject to the jurisdiction of this Commission, and was 
thus subject to a proposed price condition in a certificate for the Tioga-Williston 
line. We held with the examiner that the sale of the firm 16 cent gas to 
Montana-Dakota was entirely intrastate and were affirmed by the Court. Both 
the Court and this Commission made it clear that they did not believe that because 
the 16 cent firm gas was carried commingled with the 9 cent dump gas that the 
identity of the firm gas was lost. 

In the present case the parties have attempted to keep Oklahoma Natural’s 
gas separated from Consolidated’s interstate stream, with which it is physically 
mixed, and to arrange by a contractual provision that all of Oklahoma Natural’s 
gas be delivered in Oklahoma. However, as noted Consolidated had already 
been delivering its own gas received from Texas to its Oklahoma customers. 
Its sales to these customers were, of course, sales in interstate commerce within 
the meaning of the Gas Act. The later introduction of Oklahoma Natural’s gas 
into Consolidated’s pipeline does not even from a conceptual viewpoint cause 
Oklahoma Natural’s gas to be delivered to these customers alone. The situa- 
tion therefore is different from that in the Montana-Dakota case where separate 
contracts with separate prices and for separate kinds of service were executed 
at approximately the same time, so that it could be said that in spite of physical 
commingling the firm gas was identifiable and determinable and therefore 
intrastate. If Consolidated’s gas only were delivered to Oklahoma customers 
for resale there could be no doubt that the operations would be jurisdictional. 
It would be a mere subterfuge to determine that the gas Oklahoma Natural 


2In a connected case from the California State Supreme Court the Supreme Court of 
the United States reached the same result. United States v. Public Utilities Commission, 
845 U.S. 295. It did not decide the question whether commingling of power resold with 
that consumed directly by the purchaser required entire federal jurisdiction. Its ground 
was that the record did not show that the resale energy had been separated from the 
remaining energy by separate contracts, separate rates or separate sales. 

2The Court affirmed the Commission’s order, Montana-Dakota Utilities Co., 16 FPC 
415, which had affirmed the Examiner’s decision, 16 FPC 401. 
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would deliver to Consolidated in lieu of interstate gas, would be in intrastate 
commerce and nonjurisdictional. 

There is here more than a mere technical objection to the exemption requested. 
We have a proposed transaction by which a certain amount of gas will be 
removed from a presently existing interstate pipeline at one point and an 
equivalent amount put back into it 120 miles away. Such activities are a part 
of commerce among the several states. Because the amount of gas flowing 
in the interstate stream is altered by Oklahoma Natural’s deliveries consumers 
beyond the state boundary are affected. This is the sort of thing that represents 
“commerce which concerns more States than one.”* It was intended by the 
Gas Act that we regulate such interstate commerce, and we have no choice but 
to deny the request for an exemption. 

Consolidated’s application for a permanent certificate is clearly dependent 
upon Oklahoma Natural’s exemption from the Gas Act. The exchange agree- 
ment specifically provides that the term of the contract would not commence 
until it had been determined both that its resale of gas received from Con- 
solidated was exempt under Section 1(c) of the Act and that the gas to be 
delivered to Consolidated allegedly for consumption in its northern Oklahoma 
system was not subject to the jurisdiction of the Commission. The applica- 
tion thus shows on its face that the applicant is not able and willing to carry 
out its proposal, so that the application should be dismissed. The application 
for a temporary certificate contemplates the permanent certificate, and like- 
wise exemption of Oklahoma Natural, and so should also be dismissed. As a 
result of these determinations the notice of termination filed by Oklahoma 
Natural with respect to its FPC Gas Tariff, Original Volume No. 1 should be 
allowed to become effective as of the date of this order. Furthermore, Con- 
solidated’s proposed Rate Schedule X-10 embodying the exchange agreement, 
since it depends upon the carrying out of the proposed exchange operations, 
should be rejected. 


The Commission finds: 


(1) Applicant, Consolidated, a Delaware Corporation having its principal 
place of business in Oklahoma City, Oklahoma, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission. 

(2) The mutual exchange of natural gas, as hereinbefore described and as 
more fully described in the applications will result in Oklahoma Natural being 
engaged in the transportation of natural gas in interstate commerce, and the 
sale in interstate commerce of such gas for resale, and Oklahoma Natural will 
become a natural-gas company within the meaning of the Natural Gas Act. 

(3) The natural gas facilities proposed to be operated by Consolidated and 
Oklahoma Natural as hereinbefore described, are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the operation thereof by such applicants 
are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(4) As shown by the applications filed herein Consolidated is not able and 
willing properly to do the acts and perform the services proposed and to conform 
to the requirements, rules and regulations of the Commission thereunder. 


The Commission orders: 


(A) The application of Oklahoma Natural Gas Company in Docket No. G—19593 
for exemption from the provisions of the Natural Gas Act and the Rules and 
Regulations of the Commission is hereby denied. 


®% See Gibbons v. Ogden, 9 Wheat. 1, 194. 
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(B) The application of Consolidated Gas Utilities Corporation in Docket No. 
G-19594 for temporary and permanent certificates of public convenience and 
necessity is hereby dismissed. 

(C) Oklahoma Natural’s notice of cancellation of its FPC Gas Tariff, Original 
Volume No. 1, is hereby allowed to become effective as of the date of this order. 

(D) Consolidated’s tendered Rate Schedule X-10 is hereby rejected and will 
be returned to Consolidated. 

Chairman Kuykendall concurring, filed a separate statement. 

Commissioner Kline dissenting, filed a separate statement. 


KUYKENDALL, Chairman, concurring: 


In State of North Dakota v. FPC, 247 F. 2d 173, the gas over which we did 
not have jurisdiction was produced, transported, sold and consumed within the 
same state. It was commingled and transported with gas which also had been 
produced within the state but eventually was transported out of the state and 
thus into interstate commerce. In other words the gas transported intrastate 
was never transported or commingled with any gas which had entered and was 
in interstate commerce. Here the gas in question would enter, be commingled 
with, and transported with a stream of gas which already had been and still 


would be moving in interstate commerce. That is the salient distinction between 
the two situations. 


Kuve, Commissioner, dissenting: 


The majority in this case seek to assume jurisdiction of what has been re- 
garded hitherto by this Commission and the courts as a purely intrastate sale. 
The majority position represents a complete reversal of the position which the 
Commissiion has taken in all previous instances in which the matter has been 
before it. 

This case cannot be distinguished from the State of North Dakota v. FPO, 
247 F. 2d (CAS) in which the 8th Circuit sustained this Commission in its 
holding that natural gas produced, transported and sold for immediate consump- 
tion wholly within the State of North Dakota did not become the subject of 
Federal regulation as being in interstate commerce merely because during part 
of its transportation it was commingled with gas admittedly being transported in 
interstate commerce. In that case the court said, 

The transactions in question covered gas produced, transported, sold and 
consumed entirely within the State of North Dakota. They do not consti- 
tute interstate commerce in any sense of the word. The FPC has properly 
refused to accept jurisdiction over what is purely intrastate commerce. 
While the court recognizes the petitioners’ proper concern for the interests 
of North Dakota natural gas consumers in the newly developing market 
area, the conclusion is inescapable that the jurisdiction rests not with 
the FPC but with the petitioners themselves. 

In the Matter of the Hope Producing Company, et al., Docket No. G—15537, 
decided February 3, 1959, Hope and twelve other producers sought to abandon: 
the sale of gas produced in Louisiana and sold to Arkansas Louisiana, a pipe- 
line operating in the three states of Texas, Louisiana and Arkansas, in order 
that it might sell the gas directly to Southwestern Electric Power Company for 
use in its generating stations in Louisiana. The gas was to be transported by’ 
Arkansas Louisiana but as stated in the opinion, “The gas will be produced and 
consumed in Louisiana, although it will be transported in a commingled stream 
with out-of-state gas”. The Commission authorized the abandonment and found 
the new sale to Southwestern Blectric to be “in intrastate commerce” and not 
subject to our jurisdiction. 
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In Peoples Natural Gas Company vs. Public Service Commission of Pennsyl- 
vania, 270 U.S. 550, Peoples sold gas in Pennsylvania. Two thirds of its gas 
was piped in from West Virginia and the other one third produced in Pennsyl- 
vania. The Court held that the Pennsylvania Commission had jurisdiction 
over the gas produced and consumed in Pennsylvania, saying 

as respects the Pennsylvania gas we think it must be held to be in intrastate 
commerce only. Feeding it into the same pipe lines with the West Virginia 
gas works no change in this regard. Of course after the commingling the 
two are undistinguishable. But the proportions of both in the mixture are 
kuown and that of either readily may be withdrawn without affecting the 
transportation or sale of the rest. So for all practical purposes the two are 
separable, and neither affects the character of the business as to the other. 

The reasoning by which the majority seek to distinguish this case from the 
Hope and North Dakota cases is so vague and obscure as to require no comment. 
Likewise the cases cited by the majority require no comment since in each of 
such cases part of the gas or electricity involved was sold in interstate commerce. 
Here the contract explicity provides that all of the quantities of gas produced 
in Oklahoma will be sold in Oklahoma, the exact situation which prevailed in 
the Peoples Gas Company case, supra. 

This case involves only small quantities of gas but its importance cannot be 
overemphasized. More than 40% of all marketed gas is sold and consumed 
within the state where it is produced. Most of this gas is sold to pipelines which 
operate both intrastate and interstate and in almost every instance there is 
some commingling of interstate and intrastate gas. The effect of this decision, 
if upheld, will be to bring under our jurisdiction all such intrastate sales. There 
is no question that this would greatly facilitate our efforts to keep initial producer 
prices under control but I am firmly convinced that under the present law we 
have no jurisdiction over such sales and that the question of whether we should 
have jurisdiction and authority is one for the Congress to determine, if it can 
constitutionally do so, and not this Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G—19980 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 2, 1960) 


On October 27, 1959, Tennessee Gas Transmission Company (Applicant) filed 
in Docket No. G—19980 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the con- 
struction and operation of field facilities to enable Applicant to take into its 
certificated main transmission pipeline system natural gas which will be pur- 
chased from time to time during the calendar year 1960 in the general area 
of Applicant’s existing transmission system, at a total cost not to exceed 
$5,000,000, with no single project to exceed a cost of $500,000. 

The purpose of this “budget-type” proposal is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its existing 
pipeline system new supplies of natural gas in various producing areas generally 
coextensive with said system. 

Applicant will finance the cost of its proposed facilities from funds on hand 
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Pursuant to due notice, a public hearing was held in Washington, D.C., on 
January 19, 1960, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 

















































The Commission finds: 





(1) Applicant, Tennessee Gas Transmission Company, a Delaware corporation 
having its principal place of business in Houston, Texas, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order issued July 15, 1947, in Docket No. G-910 (6 FPC 777). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Applicant are subject to the require 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1960, as proposed by Applicant, are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1961, 
a statement under oath showing, by projects: (a) names of fields connected, 
(b) estimates of gas supplies attached, (c) a description of the project or 
projects that have been constructed pursuant to the authorization granted here- 
inafter, (d) the location of said project or projects, (e) the costs of the facilities 
so constructed, and (f) the names of the independent producers involved, to- 
gether with the respective dates of the gas sales contracts and the docket 
numbers of the related producer certificate applications. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate granted hereinafter and to the exercise of the rights 
granted thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the calendar year 1960, and the total expenditures for facilities to be 
constructed hereunder should be limited to $5,000,000, with no single project to 
exceed a cost of $500,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Tennessee Gas Transmission Company to construct and oper- 
ate the proposed facilities to take natural gas from producers thereof during the 
calendar year 1960, all as more fully described in the application in this proceed- 
ing, upon the terms and conditions of this order. 
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(B) Applicant shall submit on or before March 1, 1961, a statement under 
oath showing, by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects that have been con- 
structed pursuant to the authorization granted in paragraph (A) above, (d) the 
location of said project or projects, (e) the costs of the facilities so constructed, 
and (f) the names of the independent producers involved, together with the re- 
spective dates of the gas sales contracts and the docket numbers of the related 
producer certificate applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the certificate granted in paragraph (A) above and to the exercise of 
the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited to 
construction during the calendar year 1960, and the total expenditures for fa- 
cilities to be constructed thereunder are hereby limited to $5,000,000, with no 
single project to exceed a cost of $500,000. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


MOUNTAIN STATES POWER COMPANY, PROJECT NO. 1231 


ORDER ACCEPTING SURRENDER OF LICENSE (TRANSMISSION LINE) 


(Issued February 3, 1960) 


Application was filed October 23, 1959, by Pacific Power & Light Company, of 
Portland, Oregon, for surrender of the license for transmission-line Project No. 
1231 pursuant to Section 6 of the Federal Power Act. 

The license for the project—which occupied a 20-foot right-of-way across ap- 
proximately 0.5 mile of lands of the United States within the Flathead National 
Forest in T. 25 N., R. 19 W., P.M.M., Lake County, Montana—was issued April 21, 
1933, to Mountain States Power Company for a period of 50 years. 

On May 21, 1954, Pacific Power & Light Company, by merger approved by the 
Commission, absorbed the transmission line under license as Project No. 1231 
among other properties of Mountain States Power Company. 

The line is not part of a project within the meaning of Section 3(11) of the 
Federal Power Act and, therefore, is not within the licensing authority of the 
Commission and the Commission by letter dated June 18, 1954, disclaimed juris- 
diction over the project. 

The line under license has been relocated and only a portion thereof now 
occupies lands of the United States. The Forest Service, United States Depart- 
ment of Agriculture, has informed the Commission that the lands formerly occu- 
pied by the line have been restored to the satisfaction of the Service. 

Effective as of September 11, 1959, necessary authority for the continued occu- 
pancy of lands of the United States by the portion of the line remaining thereon 
was obtained by Pacific Power & Light Company from the Forest Service. 

The annual charge under the license for the project has been paid through 
the year 1958 and a photostatic copy of the license statement accompanied the 
application, the original having been lost. 


The Commission finds: 


Acceptance of surrender of the license for the project is appropriate as here- 
inafter provided. 
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The Commission orders: 


Surrender of the license for transmission-line Project No. 1231 is accepted 
effective as of September 10, 1959, subject to the payment of $3.47, the annual 
charge under the license for the project for the period January 1 through Sep- 
tember 10, 1959. ‘ 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G-—2506 


ORDER DENYING INTERVENTION AND GRANTING LEAVE TO FILE BRIEF AND 
PARTICIPATE AS AMICUS CURIAE 


(Issued February 3, 1960) 


On December 7, 1959, the State Corporation Commission of the State of 
Kansas (Kansas Commission) filed a notice of intervention in support of the 
supplemental petition to reopen this proceeding which had been filed by Pan- 
handle Eastern Pipe Line Company (Panhandle) on November 13, 1959. By 
our order issued herein on January 14, 1960, 23 FPC 89, we reopened this pro- 
ceeding for the limited purpose of taking additional evidence on the issue of 
commodity value allowance for Panhandle’s own produced gas. 

In our order issued herein on July 29, 1954, we provided for intervention by 
interested State commissions in accordance with Sections 1.8 and 1.37(f) [18 
CFR 1.8 and 1.37(f)] of the Commission’s Rules of Practice and Procedure. The 
time within which such notices were required to be filed was not less than 10 
days prior to the date set for hearing to commence. Hearings commenced in 
this proceeding on October 5, 1954. After 44 days of hearings they were con- 
cluded on January 11,1957. Briefing was completed June 18, 1957, the Presiding 
)xaminer’s Decision was issued February 10, 1959, and exceptions thereto were 
filed by April 17, 1959. The one issue, relating to commodity value of produced 
gas, upon which Panhandle’s motion to reopen seeks to submit additional evidence 
is one of the numerous issues in this proceeding that have already been consid- 
ered by the examiner prior to his aforementioned decision. 

The Kansas Commission states that it is interested in this proceeding in order 
to promote and protect the interest and welfare of citizens and residents of its 
State. Notwithstanding the Kansas Commission’s statements of interest in 
the commodity value of gas produced by Panhandle within its State, to permit 
the requested intervention at this late date would not be appropriate to the need 
for an orderly and prompt conclusion to this proceeding sought by all parties 
and by this Commission. 


The Commission finds: 

Good cause has not been shown which would warrant the belated intervention 
in this proceeding of the Kansas Commission. Its participation as amicus 
curiae may, however, be in the »ublic interest. 

The Commission orders: 

The aforementioned notice of intervention is hereby rejected and the inter- 

vention sought herein by the Kansas Commission is hereby denied with leave to 


participate in any reopened hearings as amicus curiae, to file briefs and to 
participate in any oral argument that may be held in this proceeding. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


LYNCHBURG GAS COMPANY, DOCKET NO. G-18322 
ORDER REOPENING PROCEEDINGS 
(Issued February 5, 1960) 


These proceedings involve the application of the Lynchburg Gas Company 
(Lynchburg) for an order directing the Transcontinental Gas Pipe Line Cor- 
poration (Transco) to establish physical connection with the facilities of the 
Lynchburg Pipeline Company (Lynchburg’s wholly owned subsidiary) and 
render service as follows: 1,500 Mcf per day in the first two years, 2,000 Mcf 
per day in the third and fourth year, and 3,000 Mcf per day in the fifth year. 
This application has been opposed on numerous grounds by the Atlantic Sea- 
board Corporation (Seaboard), which at present supplies all of Lynchburg’s 
requirements. 

On October 23, 1959, the presiding examiner issued his initial decision dis- 
missing the application for Lynchburg’s failure to establish that Transco could 
render the requested service without impairing its deliveries to its other cus- 
tomers. The decision did not discuss any of the other issues raised in these 
proceedings. The only “evidence” offered at the hearing of any relevance to 
Transco’s present ability to render this service consisted of certain remarks by 
counsel for Transco to the effect that Transco, as a matter of policy, would 
oppose anything more than Lynchburg’s third-year request of 2,000 Mcf per day 
and that Transco would provide this service only in the event that the “1959” 
facilities applied for by Transco in Docket No. G—16603 were ultimately cer- 
tificated. At that time, the issues in Docket No. G—16603 were undecided, and 
the examiner’s conclusion herein that Lynchburg’s case was incomplete appears 
to have been fully warranted. 

On November 17, 1959, 22 FPC 836, however, Transco’s “1959” construction in 
Docket No. G—16603 was certificated. This provided Transco with an estimated 
155,107 Mcf per day of new capacity, of which 9,118 Mcf per day remained un- 
allocated in those proceedings. Since then, Transco has filed applications, in 
Docket Nos. G—18777, G—19096, G—20031, and G—20120, which would allocate all 
but 618 Mcf per day of this capacity to customers other than Lynchburg. In 
addition, Transco has stated, in a letter filed December 16, 1959, in Docket Nos. 
G-—20031 and G—20120, that it is now willing and able to supply Lynchburg’s 
third-year requirements. Whatever the merits of Transco’s present position, 
this letter is not a matter of record in the instant proceedings. 

Although a single hearing is normally all that a particular application is 
entitled to, we have concluded that in the present circumstances the public 
interest in the orderly administration of the Natural Gas Act will be best served 
by reopening these proceedings for the limited purpose of allowing Transco and 
Lynchburg to clarify their positions as to Transco’s ability to serve and Lynch- 
burg’s willingness to accept the third-year volumes requested. This course of 
action will have the additional advantage of giving us the benefit of the views 
of staff and the presiding examiner on the other issues raised by Lynchburg’s 
application. 


The Commission finds: 


The public interest requires that the proceedings herein be reopened for the 
limited purpose of taking additional evidence on the issue of Transco’s ability 
to supply the volumes requested by Lynchburg. 
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The Commission orders: 


(A) The proceedings in Docket No. G—18322 are hereby reopened for the 
limited purpose of taking additional evidence on the issue of Transco’s ability 
to supply the volumes requested by Lynchburg. 

(B) Further hearings before the presiding examiner upon the reopening 
herein ordered is hereby set for May 10, 1960, at 10 a.m. in a Hearing Room of 
the Federal Power Commission, 441 G Street NW., Washington, D.C., for the 
purpose of taking this additional evidence. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 





































NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-19040; PERMIAN 
BASIN PIPELINE COMPANY, DOCKET NO. G—19041 


ORDER DENYING INTERVENTION 


(Issued February 5, 1960) 





On December 31, 1959, Fuels Research Council, Inc., National Coal Association, 
United Mine Workers of America, Mid-West Coal Producers Institute, Inc., 
Upper Lake Docks Coal Bureau, Inc., and the Chesapeake and Ohio Railway 
Company filed a joint petition for leave to intervene in these proceedings, which 
concern the lawfulness of rates, charges, classifications, and services contained 
in the FPC Gas Tariffs of Northern Natural Gas Company (Northern) and 
Permian Basin Pipeline Company (Permian), as proposed to be amended. 

The petition to intervene states that Northern proposes to freeze the com- 
modity component of its rates in order to maintain a favorable competitive 
position with other fuels. Petitioners further state that the proposed freezing 
would grant “to Northern’s customers an undue competitive advantage over 
marketers of coal in the areas affected, the natural result of which is and will 
continue to be economic dislocation of existing fuel suppliers and serious 
disruption in the fuel energy market by reason of coal displacement.” 

Northern and Permian, on January 11, 1960, filed their answer and objections 
to the joint petition to intervene. 

It has previously been determined that: “The effect of a gas rate upon a 
competing fuel industry is not a factor which under the [Natural Gas] Act the 
Commission may consider in a proceeding for the establishment of a gas rate.” 
Alston Coal Company, et al. v. Federal Power Commission, et al., 1387 F. 2d 
740, 742. A consideration of the competitive relationship between the coal and 
natural gas interests is not essential to a determination of the just and reason- 
able rates for sales by Northern and Permian. 


The Commission finds: 


The petitioners have not shown that they have an interest in these proceedings 
of such nature that their participation in such proceedings as interveners and 
parties thereto is or may be in the public interest, or that other good cause 
exists for the granting of their petition. 

The Commission orders: 


The joint petition to intervene is hereby jointly and severally denied. 
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PAN AMERICAN PETROLEUM CORPORATION, DOCKET NO. G-—15047; 
M.P.S. PRODUCTION CO., INC., ET AL., DOCKET NO. G-15813 


ORDER ADOPTING INITIAL DECISION OF PRESIDING EXAMINER 
(Issued February 5, 1960) * 
Syllabus 


1. When temporary authorization is succeeded by a permanent certificate, Sec- 
tion 4 of the Natural Gas Act requires that price changes set forth in 
contracts of natural gas companies must be filed as proposed changes in 
rate, as a necessary condition to effectiveness, and since applicants have 
made no such filings, the present rate remains the same as the initial rate. 
P, 306. 

2. Commission issues certificates of public convenience and necessity under 
Section 7 of the Natural Gas Act to applicants. 

Commissioner Connole not participating. 
Joe P. Hammond, Clifford Stone, Jr., William J. Grove, and Dean Capp, for 

Pan American Petroleum Corporation. 

J. Evans Attwell, for M.P.S. Production Co., Inc., et al. 
John Paul Geneau, for Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 

On January 7, 1960, the presiding examiner issued an initial decision in this 
proceeding which would grant certificates of public convenience and necessity 
under subsections (c) and (e) of Section 7 of the Natural Gas Act to the 
parties named in the caption hereto, authorizing certain sales to United Fuel 
Gas Company of natural gas produced in the Erath Field, Vermilion Parish, 
Louisiana. No exceptions were filed by any party to the proceeding. 


The Commission finds: 


Upon consideration of the entire record in this proceeding, said examiner’s 
decision should be adopted by the Commission as its decision in this case. 


The Commission orders: 


The initial decision of the presiding examiner issued herein on January 7, 
1960, is hereby adopted and such decision shall become effective as the decision 
of the Commission as of the date of issuance of this order. 


DECISION 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
PURSUANT TO SECTION 7(C) OF THE NATURAL GAS ACT 


(Issued January 7, 1960) 


WEsToN, Presiding Hraminer: This proceeding is for the permanent certifi- 
cation of the supply of natural gas presently being delivered, under temporary 
authorization, by the above-named applicants to United Fuel Gas Company 
from new locations in the Erath Field, Vermilion Parish, Louisiana. 

On January 9, 1958, Pan American Petroleum Corporation (Pan American) 
entered into a contract to sell its gas production from approximately 2,300 
leased acres in the Erath area to United Fuel Gas Company (United Fuel). 
On March 14, 1958, the contract was clarified by a letter agreement between 


*Initial decision appears on p. 303. 
676—-806—64——_22 
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the parties, limiting the commitment to gas reserves above the base of the 
producing sand at 12,813 feet depth. 

On May 5, 1958, Pan American filed with the Commission the present appli- 
eation, for a certificate of public convenience and necessity, under Section 7(c) 
of the Natural Gas Act, and contemporaneously requested temporary authori- 
zation under Section 157.28 of the Regulations Under the Natural Gas Act to 
commence service forthwith, because Pan American was suffering drainage by 
offset operators on adjacent leases. The Commission granted the temporary 
authorization on May 16, 1958, and Pan American commenced actual deliveries 
to United Fuel on May 26, 1958. 

On July 17, 1958, M.P.S. Production Co., Inc., and 10 other owners of undivided 
interests (hereinafter called MPS), who collectively own 100 percent of the 
property interest in 10 oil and gas leases covering six different tracts in the 
Erath area, totaling about 132.89 acres, entered into an adoption agreement 
with United Fuel. Under such agreement, each of the 11 constituents of MPS 
separately sold all of the gas production from such acres to United Fuel, on 
the same terms and conditions as contained in the latter’s contract with Pan 
American. 

On August 4, 1958, MPS filed an application for certification and temporary 
authorization, similar to that filed by Pan American. Temporary authorization 
was granted on August 21, 1958 and deliveries on the MPS separate account 
commenced on September 1, 1958. 

Pursuant to Commission orders of September 4, 1959, and October 6, 1959, a 
hearing in this consolidated proceeding was held on November 9, 1959. 
Evidence was presented by each of the applicants to establish the several 
elements of public convenience and necessity. The staff presented a study of 
certain recent Louisiana certificated base prices for new supply of natural 
gas, and did not oppose the granting of the certificates. On brief, the staff’s 
position is that “both Pan American and MPS have adequately discharged their 
burdens of proof with respect to every essential element of their respective cases 
except that of price.” As to “price,” or, more accurately, “legal rate” for the 
sales of gas to be permanently certificated, the staff brief concedes that a 20.6 
cents per Mcf rate (assuming that such is the applicable rate) is consonant 
with the public interest, contends that such rate is applicable, and takes no 
position that a 21-cent rate, for which applicants argue, would be excessive 
under the general principles set forth in Atlantic Refining Co. v. P.8.C., 360 
U.S. 378. 

The existence of the statutory elements of public convenience and necessity 
are fully established by the record, uncontroverted, need no discussion, and 
will be disposed of in appropriate formal findings, infra. 

At the hearing, and on brief, one issue is presented. The issue is, whether 
certification should be at the rate of 20.6 cents per Mcf, as contended by the 
staff, or 21 cents per Mcf, as contended by the applicants. The issue arises 
because, during the continuous period of service under “temporary authori- 
zation,” two periodic price escalations have occurred under the terms of appli- 
cants’ contracts with United Fuel. Thus, for the period from the inception of 
service (supra)to November 1, 1958, the contracts provide for a price of 20.6 
cents per Mcf. For the succeeding year, the contracts provide for a 20.8 cents 
per Mcf price. Beginning November 1, 1959, the contracts provide for a 21.0 
cents per Mcf price, applicable until the next two-mill escalation on November 
1, 1960. However, neither Pan American nor MPS has ever taken action to 
translate such contractual price escalations into “changes in rate” proposed to 
be recognized by and made effective by the Federal Power Commission. So 
far as appears, all past deliveries and the deliveries currently being made by 
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both applicants to United Fuel are billed and paid for at the 20.6 cents price 
specified in the contract for the period prior to November 1, 1958, when deliveries 
commenced. 

Applicants, in effect, contend that upon the supplanting of temporary authori- 
zation by the permanent certification to be issued herein, the rates applicable 
to the temporary supply should be supplanted by the new price specified in 
their contracts with United Fuel for the period in which certification is granted. 
In this view, the continuous supply of gas would be at two successive initial 
rates: the initial rate for temporarily authorized deliveries, and the new initial 
rate found applicable at the time of permanent certification. 

Upon analysis, however, it does not appear that the Natural Gas Act provides 
for or contemplates any such artifical division between filed rates for temporary 
service and filed rates for immediately succeeding permanent service. Section 
7 of the Act, covering certificates, contains nothing to support the applicants’ 
contention. The matter of effective rates is covered by Section 4 of the Act, 
which governs sales under both temporary and permanent certificates. 

Section 4(c) requires the filing of “schedules showing all rates and charges” 
under Commission-prescribed regulations. Section 157.28 of the Regulations, 
governing temporary authorizations, requires, inter alia, the filing of a “rate 
schedule under Sections 154.91 through 154.102” as a part of any given appli- 
cation, and upon notice by the Commission’s Secretary “of the acceptance of 
the rate filing,” temporary deliveries “may proceed forthwith.” 

Applicants have complied with these sound .requirements. Pan American, 
in its application for temporary authority to sell to United Fuel, filed its contract 
with the latter “as a Rate Schedule,” as well as its application for a permanent 
certificate. The Secretary of the Commission, accepting the filing and authoriz- 
ing temporary service, designated the contract as Pan American’s FPC Gas Rate 
Schedule No. 219, and the clarifying letter (supra) as Supplement No. 1 thereto. 
The Secretary’s letter states: 

In the event that * * * the listed rate schedule contains provisions for 
future automatic adjustments in rates and charges * * * [invocation of such 
provisions] will constitute a change in such rates and charges within the 
meaning of Section 4(d) of the Natural Gas Act * * * 

MPS similarly filed its ratification agreement (supra), designated by the 
Secretary of the Commission as MPS FPC Gas Rate Schedule No. 1, and a copy 
of the Pan American-United Fuel contract ratified, designated as Supplement No. 
1 to such Rate Schedule.* 

Thereafter, Pan American and MPS have each filed one further supplement 
to their respective rate schedules, but have not filed any proposals for escalation 
or other change in the 20.6-cent rate established for the sales to United Fuel 
by the original filing, and accepted and made effective as above set out. 

Under Section 4(d) of the Act, “No change shall be made by any natural-gas 
company in any such rate,” i.e., any previously effective rate, except after the 
filing of a new schedule “stating plainly the change or changes to be made in 
the schedule or schedules then in force and the time when the change or changes 
will go into effect.” As to any such “new schedule” filing, the Commission or 
other interested parties then have available the sanctions of Section 4(e) of 
the Act for suspending and for testing the lawfulness of the proposed change. 


*In accordance with a revision in the form of the letter sent by the Secretary to MPS 
on August 21, 1958, from the form sent to Pan American on May 16, 1958, MPS was re- 
quired to, and did on December 11, 1958, submit a sworn statement of willingness to accept 
a permanent certification. Consequently, there is no necessity for requiring such state- 
ment again as to these parties. See formal ordering clauses, infra, 
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Section 4 is applicable to, and controls, rates both under temporary 
authorization and under permanent certification. In either case, and when 
the temporary status is succeeded by a permanent certificate, the provisions 
of Section 4 require that price changes set forth in contracts of natural 
gas companies must be submitted to the Commission for filing as proposed 
changes in rate, as a necessary condition to effectiveness. Since applicants 
have made no such filings, the present statutory rate for deliveries to United 
Fuel remains the rate as originally established on the commencement of service. 

This interpretation accords with the Commission’s Regulations Under the 
Natural Gas Act. Section 154.94(b) of such Regulations makes it clear that 
“every” change in any rate schedule proposed by a natural gas company 
must be filed with the Commission, and Section 154.94(c) specifically makes 
this rule applicable to periodic escalations, such as the ones here in question. 
Nothing in the Regulations applicable to filings for certificates of public con- 
venience and necessity and temporary authorizations to serve (Sections 
157.23-157.28, inclusive) is to the contrary, and it is made clear by Section 
157.28 that every temporary authorization is conditioned upon the filing with 
the Commission of (a) an application for a certificate of public convenience 
and necessity, and (b) a rate schedule in accordance with the portion of the 
Regulations applicable to rates, including Sections 154.94 (b) and (c), 
cited above. 

This interpretation of the structure of the Act is entirely consistent with and 
supported by court decisions on related points, whereas the interpretation con- 
tended for by applicants would introduce a needless hiatus in the congression- 
ally contemplated continuity of rate and service regulation from inception 
of service to approved abandonment. See Episcopal Theological Sem. v. F.P.C., 
269 F. 2d 228 (CADC), cert. denied 361 U.S. 895; Sunray Mid-Continent Oil 
Co. v. F.P.C., 267 F. 24 471 (CA 10) ; Sun Oil Co. v. F.P.C., 266 F. 2d 222 (CA 5), 
cert. granted 361 U.S. 880; Hunt Oil Co. v. F.P.C., 266 F. 2d 232 (CA 5); 
Richardson v. F.P.0., 266 F. 2d 233 (CA 5); Magnolia Petroleum Co. v. F.P.C., 
266 F. 2d 234 (CA 5). 

For the sake of completeness in this report subject to Commission review, 
it must be further found that if the matter were open for consideration in 
this proceeding, an initial contract price of 21 cents per Mcf as the certificated 
rate would be fully justified by the evidence, and would be consonant with 
CATCO principles (Atlantic Refining Co. v. Public Service Commission, 360 
U.S. 378) as applied by the Commission in many recent cases. The staff 
evidence shows that 53 out of 85 Commission certificated sales in the area 
of the sales here in question, under contracts entered into in 1957-1959, 
inclusive, are at initial prices and rates of 21 cents per Mcf or higher. The 
staff does not contend, and there is no evidence to show, that a 21 cent per 
Mcf rate would be “out of line” with other current rates in the area, or 
would “trigger” price and rate increases in other gas contracts. 

Of Pan American’s 31 comparable gas sales contracts in South Louisiana, 
covering the period 1954-1959, inclusive, nine have been permanently certif- 
icated and two temporarily authorized at initial rates higher than 21 cents 
per Mcf. Of the remaining Pan American contracts, one is certificated at a 
21-cent rate and 11 contracts involving rates lower than 21 cents cover service 
started before 1956. the evidence on this general subject further shows 
that producers other than Pan American have made 158 comparable long- 
term interstate gas sales contracts for deliveries from South Louisiana at 
initial prices of 21 cents per Mcf or higher, of which the Commission has 
certificated 105, and of which 53 are pending or temporarily authorized. 
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Twenty-one cents per Mcf is the “going” rate for Erath Field gas. This 
might well have been the rate subject to certification in this proceeding, 
if Pan American and MPS had timely made the requisite “change of rate” 
filings, pursuant to Section 4(d) of the Act, during the period of service 
under “temporary authorization,” now about to be merged into service under 
a permanent certificate, provided that said change of rates had been permitted 
to become effective by the Commission. Applicants did not make the necessary 
filings. They may, of course, now file supplements to their existing rate sched- 
ules, to be dealt with according to established statutory procedures. The said 
rate schedules govern, and provide for a 20.6 cent per Mef rate. 


ADDITIONAL FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record herein, the evidence adduced, 
and the briefs filed, it is found and concluded, in addition to the findings 
and conclusions heretofore set out, that: 

(1) Pan American and MPS are engaged in the transportation of natural 
gas in interstate commerce and in the sale in interstate commerce of such 
gas for resale, and are, therefore, “natural-gas companies” within the mean- 
ing of the Natural Gas Act. 

(2) Pan American and MPS are “independent producers” of natural gas 
as defined in the Commission’s Regulations Under the Natural Gas Act. 

(3) The sales of natural gas by Pan American and MPS to United Fuel 
pursuant to Pan American’s FPC Gas Rate Schedule No. 219 and MPS’ FPC 
Gas Rate Schedule No. 1, and temporary authorizations heretofore issued here- 
in, are sales of gas in interstate commerce for resale, and are subject, inter 
alia, to the requirements of Sections 7 (c) and (e) and Section 4 of the 
Natural Gas Act. 

(4) Pan American and MPS are able and, subject to the acceptance by Pan 
American of the certificate hereinafter issued, willing properly to do the acts 
and to perform the services proposed, and to conform to the provisions of the 
Natural Gas Act and the requirements, rules, and regulations of the Com- 
mission thereunder. 

(5) The heretofore described sales of natural gas by Pan American and 
MPS to United Fuel are required by the present and future public convenience 
and necessity, and, therefore, applicants’ request for certificates of public 
convenience and necessity should be granted and the applicants should be 
authorized by permanent certificate to continue the services previously tem- 
porarily authorized. 

(6) The effective rate for the said sales of natural gas set forth in Pan 
American’s FPC Gas Rate Schedule No. 219 and Supplements Nos. 1 and 2 
thereto, and in MPS’ FPC Gas Rate Schedule No. 1 and Supplements Nos. 1 
and 2 thereto, is 20.6 cents per Mcf, plus certain tax reimbursements as pro- 
vided in said rate schedules and supplements thereto. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission, pursuant 
to its Rules of Practice and Procedure, that: 

(A) Certificates of public convenience and necessity be and the same hereby 
are issued to: Pan American Petroleum Corporation; M.P.S. Production Co. 
Inc.; Oil Drilling, Inc.; Investment Corporation of Philadelphia; Riddell Pe 
troleum Corporation; Stephen C. Clark; Johnny Mitchell, Trustee; R. EB. Smith; 
Dean Myers; Lois Pulaski; Ruth Freed Pulaski; and Robert I. Sud, author- 
izing the transportation and sale of natural gas by each of these applicants 
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to United Fuel Gas Company, as described in the applications of Pan Amer- 
ican (Docket No. G—15047) and MPS (Docket No. G—15813), together with 
the facilities used to effect the said transportation and sale by each of the 
respective applicants. 

(B) The certificates granted in paragraph (A) hereof, and the exercise of 
the rights thereby granted, shall be subject to the terms and conditions of the 
Commission’s Regulations Under the Natural Gas Act. In accordance with 
Section 157.20 of such Regulations, MPS has, on December 11, 1958, accepted 
the certificates applicable to Docket No. G-15813, and Pan American shall 
accept the certificate applicable to Docket No. G—15047, in writing and under 
oath, within 30 days after the issuance of this order. Such certificates shall 
not be transferable in any manner, and shall be effective only so long as the 
applicants continue the operations hereby authorized in accordance with the 
provisions of the Natural Gas Act and the applicable rules, regulations, and 
orders of the Commission. 

(C) Upon the acceptance of the certificate of public convenience and neces- 
sity granted herein, the temporary authorizations for service heretofore granted 
to applicants shall expire. The FPC Gas Rate Schedules and Supplements 
thereto, heretofore described, applicable to the deliveries authorized hereunder, 
shall continue in full force and effect without change, except for such changes 
as may be made pursuant to proper filings or other action taken pursuant to 
the Natural Gas Act and the Commission’s Regulations thereunder. 


Rosert M. WESTON 
Presiding Examiner 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET 
NOS. G—18968 AND G-18969 


ORDER DENYING JOINT APPLICATION OF THE OHIO FUEL GAS COMPANY, AND OF THE 
MANUFACTURERS LIGHT AND HEAT COMPANY FOR RECONSIDERATION, REHEARING, 
RESCISSION AND STAY OF COMMISSION LETTER-ORDER DATED DECEMBER 24, 1959 


(Issued February 5, 1960) 


On January 6, 1960, The Ohio Fuel Gas Company and The Manufacturers 
Light and Heat Company (joint petitioners), jointly filed an application for 
reconsideration and rehearing coupled with a request that we either rescind or 
stay our letter order of December 24, 1959. In the letter order complained of, 
we issued a temporary certificate of public convenience and necessity to Texas 
Eastern Transmission Corporation (Texas Eastern) pursuant to Section 7(c) 
of the Natural Gas Act (Act); and thereby permitted Texas Eastern to con- 
struct and operate 3.5 miles of 30-inch transmission pipeline loop extending from 
its existing compressor station in Union County, New Jersey, to Staten Island, 
New York, and 12.24 miles of 30-inch transmission pipeline loop extending from 
a point east of Bechtelsville Compressor Station in Pennsylvania to a connec- 
tion with a 30-inch pipeline loop segment west of Lambertsville, New Jersey. 
Also, the letter order authorized Texas Eastern’s proposal to sell and deliver, 
as winter service, a maximum volume of 12,761,366 Mcf (at 14.73 psia) to 22 
customers ; and further, the order conditioned the acceptance of the temporary 
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certificate upon the rendition of the winter service at fixed rate levels in excess 
of those contained in Texas Eastern’s application. 

The joint petitioners, in objecting primarily to the rate charges to be paid 
for the winter service, advance three broad grounds whereby they contend that 
the authorization granted by us is unlawful under Section 7(c) of the Act, that 
the rates are unduly discriminatory and that our letter order deprives them of 
due process of law. We shall discuss these contentions seriatim. 

First we are of the opinion that we have the requisite legal authority under 
Section 7(c) to alleviate by appropriate administrative action an emergent sit- 
uation such as the one confronting us in the application for a temporary cer- 
tificate, as it is supported by Texas Eastern’s customer companies. The Act 
thereby confers upon us an inherent power to authorize, as here, an interstate 
pipeline to meet the requirements of natural gas consumers during critical winter 
periods. Nowhere in the joint petition do the petitioners convincingly argue 
that other interstate pipelines are physically capable of furnishing gas supplies 
adequate to satisfy the requirements of those consumers being accommodated by 
Texas Eastern. It would speak ill of the regulatory process if we permitted a 
situation to develop where there was a desperate need for additional volumes 
of natural gas during a winter period and denied a pipeline, equipped to fulfill 
this need, authority to do so. Clearly, such a mode of regulatory conduct would 
be contrary to the public interest. 

We cannot agree with the joint petitioners that the rate, at this time, is 
demonstrably discriminatory. Unfortunately, no hearing of the applications for 
certificates of public convenience and necessity has as yet been held, and that in 
the present posture of the case there is no record upon which we can predicate 
conclusive findings that the rate fixed by us meets the requirements of Section 4 
of the Act. However, in the absence of a record, we must necessarily react to 
this obviously emergent need for natural gas by relying upon our staff and our 
own regulatory experience. We are satisfied at this juncture of the proceedings 
that the rate charges set by us are proper and will enable Texas Eastern to 
render winter service to those customers requiring additional volumes of natural 
gas without undue discrimination to its other customers such as the joint peti- 
tioners. For comparative purposes, we observe that the rates to be charged by 
Texas Eastern approximate those for a similar service presently rendered by 
Tennessee Gas Transmission Company and Transcontinental Gas Pipe Line Cor- 
poration in some of the areas involved herein. Lastly, we are not required, nor 
would it be possible to determine with exactitude at this stage of the proceedings, 
just and reasonable rate charges to be paid by those consumers utilizing the 
winter service. 

With reference to the last argument of the joint petitioners, we think they 
complained prematurely of deprivation of due process of law. The authority 
granted by us to Texas Eastern is limited in duration and ceases on November 15, 
1960. Before a permanent certificate issues to the applicant Texas Eastern for 
the rendition of winter service, the joint petitioners will be afforded an oppor- 
tunity to contest and controvert by oral and documentary evidence those matters 
related to the winter service which adversely affect whatever legal and eco 
nomic interests the joint petitioners might have in this proceeding. In this 
connection we shall direct our staff to set this matter and any related dockets, 
for formal hearing at the earliest practicable time. 


The Commission finds: 


The Joint application of The Ohio Fuel Gas Company and The Manufacturers 
Light and Heat Company, for reconsideration, filed January 6, 1960, in the above 
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case sets forth no facts or legal considerations which were not fully considered 
by the Commission prior to the issuance of its letter order of December 24, 1959, 
or which now having been considered warrant any modification of the said letter 
order. 


The Commission orders: 


The joint application for reconsideration, filed by The Ohio Fuel Gas Company 
and The Manufacturers Light and Heat Company on January 6, 1960, in the 
above case is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE UNITED STATES DEPARTMENT OF THE INTERIOR, SOUTH- 
WESTERN POWER ADMINISTRATION, WHITNEY PROJECT, DOCKET 
NO. E-6582 


ORDER EXTENDING CONFIRMATION AND APPROVAL OF RATES AND CHARGES 


(Issued February 5, 1960) 


The Secretary of the Interior, acting upon behalf of the Southwestern Power 
Administration (SWPA) and pursuant to the Flood Control Act of 1944 (58 
Stat. 887), on December 23, 1959, requested that the confirmation and approval 
heretofore granted by Commission order issued December 23, 1954, in the above 
docket, for the period ending December 22, 1959, with respect to the rates and 
charges of SWPA contained in an agreement, dated November 17, 1953, between 
the United States of America, represented by SWPA, and the Brazos Electric 
Power Cooperative, Inc. (Brazos) for the sale of the entire electric energy out- 
put of the Whitney Project to Brazos, be extended until May 31, 1962. 

The aforementioned rates and charges have been under renegotiation due to 
changes in the power and energy available from the Whitney Project. The 
Secretary of the Interior advises that although extensive studies relative to this 
matter have been in progress for some time, many problems remain unsolved, 
and that additional operating experience is needed before the parties can agree 
on the solution to these problems. 


The Commission finds: 


It is appropriate for the purposes of the Flood Control Act of 1944 that the 
confirmation and approval of the rates and charges of SWPA contained in the 
above-mentioned agreement for the sale of electric energy generated at the 
Whitney Project to Brazos heretofore granted be extended and continued for a 
period commencing with the date of issuance of this order and terminating May 
31, 1962, as hereinafter provided. 


The Commission orders: 


The confirmation and approval of the rates and charges of SWPA contained in 
the above-mentioned agreement for the sale of electric energy generated at the 
Whitney Project to Brazos Electric Power Cooperative, Inc. are hereby extended 
and continued for a period commencing with the date of issuance of this order 
and terminating May 31, 1962. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. G-—20038 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 9, 1960) 


On November 2, 1959, as amended on November 13, 1959, and as supplemented 
on January 25, 1960, Arkansas Louisiana Gas Company (Applicant) filed in 
Docket No. G—20038 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction and operation of routine budgeted facilities from time to time 
during the calendar year 1960 to enable Applicant to connect new industrial 
customers purchasing natural gas directly from its interstate transmission 
system and from certain specified nonintergrated distribution systems operated 
by Applicant, all as more fully set forth in the application herein, as amended 
and supplemented. 

The facilities proposed to be built to render such service include transmission 
mains, compressor station equipment and main line metering and regulating 
equipment at a total cost during the year 1960 not to exceed $615,000, with no 
single project to exceed a cost of $200,000. 

The estimated total annual volume of natural gas involved under this appli- 
cation is 7,000,000 Mcf, which will be delivered -to not more than 165 direct 
industrial customers for use in ovens, kilns, internal combustion engines, boilers, 
vats, dryers and other equipment for agricultural, oil and gas processing, 
manufacturing and mining purposes. 

No increase in main line system capacity is proposed hereunder, and the 
total maximum volume of gas involved should not adversely affect Applicant’s 
gas supply or its service to existing customers. 

Pursuant to due notice, a public hearing was convened in Washington, D.C., 
on January 7, 1960, respecting the matters involved in and the issues presented 
by the application herein. Said hearing was recessed without date inasmuch 
as petitions to intervene in this proceeding were filed on January 4, 1960, by 
Texas Gas Transmission Corporation and, jointly, by the Fuels Research Council, 
Inc., National Coal Association and United Mine Workers of America, which 
petitions were granted by the Commission in separate orders issued on January 
6, and January 11, 1960, respectively. 

Pursuant to due notice given by the Presiding Examiner, a pre-trial conference 
was held on January 26, 1960, at which counsel for the Applicant, for the 
respective interveners and for the Commission’s staff were present and partici- 
pated. As a result, the public hearing was reconvened and concluded on 
January 26, 1960, at which time it was moved orally by counsel for Applicant 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practices and Procedure. 


The Commission finds: 


(1) Applicant, Arkansas Louisiana Gas Company, a Delaware corporation 
having its principle place of business in Shreveport, Louisiana, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 


the Commission in its order of January 26, 1943, in Docket No. G-252 (3 FPC 
910). 
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(2) The facilities hereinbefore described, all as more fully described in the 
application, as amended and supplemented, are proposed to be used in the 
transportation and delivery of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, and the construction and operation thereof 
by Applicant are subject to the requirements of Subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities and the delivery of 
natural gas during the calander year 1960 as proposed by Applicant are required 
by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) It is appropriate and necessary in carrying out the provisions of the 
Natural Gas Act and the Commission’s Regulations thereunder that Applicant 
should submit, on or before March 1, 1961, a statement under oath showing: 
(a) the location of each project constructed pursuant to the authorization 
hereinafter granted, (b) a description of each such project, (c) the name of each 
customer served, (d) the actual cost of the facilities in each project, (e) the 
use to which the gas is put by each customer, and (f) the estimated annual 
volume delivered to each such customer and the average rate per Mcf charged 
therefor. 

(6) Public convenience and necessity require that the general terms and 
eonditions set forth in paragraphs (a) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate issued hereinafter and to the exercise of the rights 
granted thereunder. 

(7) The total expenditures for facilities constructed pursuant to the author- 
ization granted hereinafter should be limited to $615,000, with no single project 
to exceed a cost of $200,000, and the total deliveries of natural gas pursuant 
to this authorization should be limited to a maximum of 7,000,000 Mcf per 
year, the estimate in the application. 

(8) It is also necessary and appropriate in this proceeding to require that 
Applicant shall not, under the authorization hereinafter granted, construct 
and operate facilities to enable Applicant to deliver natural gas for use as 
boiler fuel in the generation of electric energy. 

(9) A request during the public hearing for omission of the intermediate 
decision procedure was unopposed by any party of record and, not having been 
denied by the Commission, is granted pursuant to Section 1.30(c) (1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Arkansas Louisiana Gas Company to construct dur- 
ing the calender year 1960 and operate the proposed facilities and to deliver 
natural gas as hereinafter described and as more fully described in the applica- 
tion, as amended and supplemented, in this proceeding, upon the terms and 
conditions of this order. 

(B) Applicant shall, on or before March 1, 1961, submit to the Commission 
a statement under oath showing: (a) the location of each project constructed 
pursuant to the authorization granted in paragraph (A) above, (b) a des- 
cription of each such project, (c) the name of each customer served, (d) the 
actual cost of the facilities in each such project, (e) the use to which the gas 
is put by each customer, and (f) the estimated annual volume delivered to 
each customer and the average rate per Mcf charged therefor. 
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(C) The general terms and conditions set forth in paragraphs (a) and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act shall attach to the certificate issued in paragraph (A) above and to the 
exercise of the rights granted thereunder. 

(D) The total expenditures for facilities constructed pursuant to the author- 
ization granted in paragraph (A) above is hereby limited to $615,000, with 
no single project to exceed a cost of $200,000, and the total deliveries of natural 
gas pursuant to this authorization are hereby limited to a maximum of 
7,000,000 Mcf per year. 

(E) Applicant shall not, under the authorization granted in paragraph 
(A) above, construct and operate facilities to enable Applicant to deliver natural 
gas for use as boiler fuel in the generation of electric energy. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-20052 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 9, 1960) 


On November 3, 1959, El Paso Natural Gas Company (Applicant) filed in 
Docket No. G—20052 an application pursuant to Section 7(c) of the Natural Gas 
Act for a certificate of public convenience and necessity authorizing the construc- 
tion and operation of small scale budget-type routine facilities during the cal- 
endar year 1960, all as more fully set forth in the application. 

The proposed facilities consist of : 

(1) Not more than 30 main line taps, with appurtenant facilities, through 
which Applicant will sell and deliver from 50 to 500 Mecf of natural gas per 
day per tap to existing resale customers in Texas, New Mexico, and Arizona. 
The estimated cost is $275 per tap, or a maximum total of $8,250 for 30 taps. 

(2) Not more than 15 meter stations, with regulating and other necessary 
appurtenances, to sell and deliver from 50 to 5,000 Mcf of natural gas per day 
per meter to existing resale customers. The estimated cost is $2,000 to $6,000 
per meter station, or a maximum total of $90,000 for 15 meter stations. 

(3) Two lateral or branch pipelines, with related metering and appurtenant 
facilities, of not less than 2 inches nor more than 654 inches outside diameter 
and of unknown length and location at this time, to sell and deliver from 50 to 
5,000 Mcf of natural gas per day from each lateral to existing resale customers. 
The maximum estimated cost is $350,000 per line, or a maximum total of 
$700,000 for the two. 

The total estimated cost of all facilities proposed under this application will 
not exceed $798,250, which Applicant proposes to finance from its working funds 
or short-term bank loans. 

The following volumes of natural gas are anticipated to be required during 
the calendar year 1960, under this application: 


Mef at 14.73 psia 


30 taps 15 meter Totals 
stations 


ee ae 


Past Gow TORBROUNERED.. . cnvasccocancocencaqqyumcaapneseanesnssestes 1, 560 17, 070 18, 630 
Annual requirements 258,000 | 3,081,000 3, 339, 000 
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No increase in mainline capacity is proposed. All sales are to be made 
under existing filed rates or rates subsequently made effective by the Com- 
mission. The foregoing volume sales would not appreciably affect El Paso’s 
system gas reserves. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on January 28, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of October 29, 1942, in Docket Nos. G-—242 and 
G-257 (3 FPC 851). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are proposed to be used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and operation thereof by Applicant 
are subject to the requirements of Subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 

(8) The construction and operation of the facilities and the sale of natural 
gas as proposed by Applicant are required by the public convenience and 
necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(5) It is appropriate and necessary in carrying out the provisions of the 
Natural Gas Act and the Commission’s Regulations thereunder that Applicant 
should submit on or before March 1, 1961, a report under oath showing, by 
projects (a) the names and locations of customers served and the respective 
projects, (b) a description of the project or projects that have been constructed 
pursuant to the authorization granted hereunder, (c) the actual final costs of 
the facilities so constructed, and (d) the volumes of gas delivered annually 
and on peak days to each customer. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate hereinafter issued to Applicant and to the exercise 
of the rights granted thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the calendar year 1960, the total expenditures for facilities to be con- 
structed should be limited to $798,250, and deliveries of natural gas to be 
made under this authorization should be limited to 500 Mcf per day per tap, 
and 5,000 Mcf per day per meter station, with the total annual volume not 
to exceed 3,339,000 Mcf, as proposed by Applicant. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant 
to Section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same 
is hereby issued authorizing El Paso Natural Gas Company to construct 
and operate the proposed facilities and to sell natural gas as hereinbefore 
described, all as more fully described in the application in this proceeding, 
upon the terms and conditions of this order. 

(B) Applicant shall submit on or before March 1, 1961, a report under 
oath showing, by projects: (a) the names and locations of customers served 
and the respective projects, (b) a description of the project or projects 
constructed pursuant to the authorization granted in paragraph (A) above, 
(c) the actual final costs of the facilities so constructed, and (d) the volumes 
of gas delivered annually and on peak days to each customer. 

(C) The general terms and conditions set forth in paragraphs (a) and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act shall attach to the certificate issued in paragraph (A) above and 
to the exercise of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited 
to construction during the calendar year 1960, the total expenditures for 
facilities are limited to $798,250, and deliveries of natural gas to be made 
under this authorization are limited to 500 Mcf per day per tap, and 5,000 
Mcf per day per meter station, with the total annual volume not to exceed 
3,339,000 Mcf. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 

William R. Connole, Arthur Kline and John B. Hussey. 

MIDDLE STATES PETROLEUM CORPORATION (FORMERLY MID- 
STATES OIL CORPORATION), DOCKET NUMBERS G-—4932, G-—3553; 
SENECA DEVELOPMENT COMPANY, DOCKET NUMBERS G-8616, 
G-3278; HASSIE HUNT TRUST, DOCKET NUMBERS G-8618, 
G-4421; HUNT OIL COMPANY, DOCKET NUMBERS’ G-8619, 
G-4366; H. L. HUNT, DOCKET NUMBERS G-8620, G-—4865; NEBO 
OIL COMPANY, DOCKET NUMBERS G-8621, G-3296; G. H. VAUGHN, 
DOCKET NUMBERS G-8902, G-6530; SUNRAY MID-CONTINENT 
OIL COMPANY, DOCKET NUMBERS G-8960, G-6058; COTTON 
VALLEY OPERATORS COMMITTEE, DOCKET NUMBER G-—9086; 
J. W. O’BOYLE, TRUSTEE UNDER KATHLEEN O’BOYLE TRUST 
NO. 2, DOCKET NUMBER G-4222; KATHLEEN O’BOYLE TRUST 
NO. 2, DOCKET NUMBER G-8617; WOODLEY PETROLEUM COM- 
PANY, DOCKET NUMBERS G-9772, G-3845; THE OHIO OIL 
COMPANY, DOCKET NUMBERS G-—12045, G-11843, G-13475; SO- 
CONY MOBIL OIL COMPANY, INC. (FORMERLY MAGNOLIA PETROLEUM 
COMPANY), DOCKET NUMBERS G-12194, G-11988, G-13476; MRS. 
TOM J. MOFFITT, ET AL, DOCKET NUMBERS G-8819, G-—6391, 
G-13705; P. G. LEGENDRE, DOCKET NUMBERS G-8885, G—6715; 
FLOYD H. BROWN, G-9092, G-6713; GENERAL AMERICAN OIL 
COMPANY OF TEXAS, DOCKET NUMBERS’ G-—10390, G-—3895,, 
G-16512, WELORI LUMBER COMPANY, DOCKET NUMBERS G- 
10928, G-6999; I. B. ROUGON, DOCKET NUMBER G-3235; FRANK 
TREAT, DOCKET NUMBER G-2943; TEXAS GULF PRODUCING CO., 
DOCKET NUMBER G-3147; JABCO, INC., DOCKET NUMBER G-3011; 


1This group of nonoperators, The Ohio Oil Co., Docket No. G—12045, et al., to A. G. 
Oliphant, et al., Docket No. G—18768, et al., inclusive, is not consolidated one with 
another nor with the preceding group of consolidated dockets but are included in this 
order for convenience and clarity. 
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MRS. KATHERINE ATKINS, DOCKET NUMBER G-3027; PAN AMERI- 
CAN PETROLEUM CORPORATION (FORMERLY STANOLIND OIL & GAS 
CO.), DOCKET NUMBERS G-13936, G-7492; PHIL K. COCHRAN, DOCKET 
NUMBER G-3272; SAM SKLAR, TRUSTEE, DOCKET NUMBER G-4207; 
R. A. BRISTOL, DOCKET NUMBER G-5212; RALPH A. BRISTOL, 
AGENT FOR MARION JEAN BRISTOL WAKEFIELD, DOCKET NUM- 
BER G-5208; MARR COMPANY (M. H. MARR), DOCKET NUMBERS 
G-10942, G-4085, G-13738; THE PARDEE COMPANY, DOCKET NUMBER 
G-7672; WASATCH CORPORATION, DOCKET NUMBER G-4132; AIR- 
FLEETS, INC., DOCKET NUMBER G-4135; AMERICAN PETROFINA 
COMPANY INCORPORATED (FORMERLY PETRO-ATLAS CORPORATION, 
FORMERLY SAN DIEGO CORP.), DOCKET NUMBERS G-4136, G—10496 ; 
SENECA DEVELOPMENT COMPANY, DOCKET NUMBER G-13477; JOHN 
W. O’BOYLE, DOCKET NUMBER G-13478; KATHLEEN O’BOYLE TRUST 
NO. 2, DOCKET NUMBER G-13479; NEBO OIL COMPANY, INC., DOC- 
KET NUMBER G-13480; ALAN L. COREY, DOCKET NUMBER G-13481; 
JAMES CRAIG JOYNER, DOCKET NUMBER G-13482; HENRY SEARS, 
DOCKET NUMBER G-13483; ST. VINCENTS ISLAND COMPANY, 
DOCKET NUMBER G-13484; A. L. COREY, JR.. DOCKET NUMBER 
G-13485 ; CAROLYN C. GILLMORE, DOCKET NUMBER G-13486 ; HASSIE 
HUNT TRUST, DOCKET NUMBER G-13472; HUNT OIL CO., DOCKET 
NUMBER G-13473; H. L. HUNT, DOCKET NUMBER G-13474; MIDDLE 
STATES PETROLEUM CORP. (FORMERLY MIDSTATES OIL CORPORA- 
TION), DOCKET NUMBER G-13769; WOODLEY PETROLEUM COMPANY, 
DOCKET NUMBER G-13736; UNION PRODUCING COMPANY, DOCKET 
NUMBERS G-14496, G-14306 ; SIDNEY G. MYERS, JR., DOCKET NUMBER 


G-14732; A. G. OLIPHANT, ET AL., DOCKET NUMBERS G-18768, 
G-18345. 


ORDER DENYING REHEARING AND DENYING INTERVENTION 


(Issued February 9, 1960) 


On January 11, 1960, Louisiana Nevada Transit Company (Louisiana Nevada), 
filed an application for rehearing in the above-consolidated proceedings and 
also filed an application for rehearing and petition for leave to intervene and 
motion to dismiss and terminate in the proceedings of the above group of non- 
operators who are not consolidated one with another or with the above- 
consolidated group of non-operators. These motions of Louisiana Nevada are 
directed against the Commission’s order issued December 10, 1959, 22 FPC 1028, 
which terminated a stay of Commission Opinion No. 314, 20 FPC 70, and amended 
the ordering paragraphs thereto in certain respects. 

In its application for rehearing Louisiana Nevada’s primary objection is 
to that part of the December 10, 1959, order which preserves the original 
filing dates of the respective tenders of any of the non-operators in the Cotton 
Valley Field whose gas is sold by CVOC to Louisiana Nevada and who had 
made individual filings before this Commission. Louisiana Nevada contends 
that the effect of this Commission order would be the filing of a retroactive rate 
contrary to the Natural Gas Act, and therefore unlawful. 

That part of the December 10, 1959, order so strongly excepted to is as follows: 

The Commission orders: 

(B) Upon the filing by CVOC of the increased rates superseding those 
increased rates previously filed by any of the non-operators whose gas is 
sold by CVOC to Louisiana Nevada Transit Company under the Cotton 
Valley Field Agreement, such filing shall preserve as to the individual non- 
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operators the respective original filing date of the respective tenders of the 

non-operators. 
The effect of this ordering paragraph is that the filing by CVOC will supersede 
the filings of the non-operators, that is, in its rate filings before the Commission 
each non-operator will have its place taken by CVOC to protect its interest 
and preserve its filings as before. This cannot be construed as a filing of a 
retroactive rate. Therefore, we do not believe the Commission has acted un- 
lawfully in this regard. 

In its motion, Louisiana Nevada has expressed fear that at such time as 
CVOC makes the required filing before the Commission that in some manner the 
effective dates of the non-operators’ rates would be changed to dates earlier 
than the dates such rates were previously made effective subject to refund in 
the manner prescribed by the Natural Gas Act. An assumption that the Com- 
mission will act contrary to the Natural Gas Act in this regard or in any 
other matter is wholly without merit and deserves no further consideration. 

Louisiana Nevada further contends that if the respective original dates of 
the non-operators are preserved, it will forever be unable to recover $93,345 of 
the increased gas prices involved in these proceedings, assuming the proposed 
increased rates are later found by the Commission to be justified. To support 
this contention, Louisiana Nevada informs in its pleading that approximately 
25% of its gas sales have been to those customers to whom the increased price 
of Cotton Valley gas has not been passed on. As these rates have been in 
effect, subject to refund, Louisiana Nevada has had sufficient notice that the 
increased rates when finally reviewed by the Commission might be allowed 
to continue in effect, or so reduced as to eliminate only a portion of the 
amount of the increase. The proper procedure for a pipeline natural-gas 
company under the Natural Gas Act is to make its revenue requirements known 
in its own filings before the Commission. If a pipeline neglected to take this 
action to assure itself of revenue to meet its cost of service and provide an 
adequate return, there would not appear to be any basis upon which it could 
justly accuse the Commission of unfair action. 

In one of its motions of January 11, 1960, Louisiana Nevada points out that 
it has previously filed for intervention in certain of the above non-consolidated 
dockets? and that such petitions have not as yet been acted upon by the 
Commission. It also makes requests for intervention in certain others of the 
above non-consolidated proceedings.* Ordering clause (A) of Opinion No. 314 
requires that CVOC shall within a certain prescribed time (which was extended 
by order of December 10, 1959) file an application for a certificate of public 
convenience and necessity and file a rate schedule covering the sale of natural 
gas to Louisiana Nevada in accordance with Order No. 190‘ and other regu- 
lations under the Natural Gas Act. However, in order that Commission Order 
No. 190 and Opinion No. 314 as amended by the order of December 10, 1959, 
ean be effectuated, the individual proceedings of all the non-operators whose 
gas is sold by CVOC to Louisiana Nevada must be terminated. To allow 
intervention in proceedings which are to be terminated would serve neither 
the interests of Louisiana Nevada nor the other parties. The request for 
intervention by Louisiana Nevada should be denied. 


2Docket Nos. G—11843, G—11988, G~—12045, G—13476, G—16512, G—13936, G—13478, 
G-—13479, G-—13480, G—13481, G-13482, G—13483, G—13484, G—-13485, G—13486, G—13472, 
G-13473, G-13474, G-14496, G-14732, G-18768. 

* G-9092, G-—10390, G-10928, G-—6391. G~—6715, G—6713, G—2895, G—6999, G—3235, 
G-—2943, G-—3147, G-3011, G-3027, G-7492, G-3272, G-4207, G-5212, G—5208, G—4085, 
G-7672, G-4132, G-4135, G-4136, G-10496, G-—14306, G—18345. 

* Codified in Sections 154.91 and 157.23 of the Regulations under the Natural Gas Act. 
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Louisiana Nevada has also requested in the motion of January 11, 1960, 
which was directed against the non-consolidated non-operators, that for the 
same reasons that the Commission rejected the non-operators’ certificate filings 
in Opinion No. 314, the Commission should reject the certificate filing in the 
proceedings designated as Docket Nos. G-—11843, G—11988, G-6391, G—6715, 
G-6713, G-3895, G-—6999, G-3235, G—2943, G-3147, G-3011, G-3027, G-7492, 
G-3272, G-4207, G—5212, G-—5208, G-—4085, G-—7672, G-4132, G-—4135, G—4136, 
G-10496, G-14306 and G-—18345. It will, of course, be necessary to terminate 
the certificate proceedings of these non-operators whose sales of gas in the 
Cotton Valley Field will be made by CVOC. Therefore, these terminations 
should be accomplished at such time after CVOC has made its required filing 
and this matter is fully disposed of in accordance with Commission Opinion 
No. 314, as amended, and the regulations under the Natural Gas Act. 


The Commission finds: 


(1) The assignments of errors and grounds for rehearing set forth in the 
applications for rehearing of the Commission’s order of December 10, 1959, 
filed by Louisiana Nevada Transit Company on January 11, 1960, in the above- 
entitled proceedings set forth no new facts or principles of law of which were not 
fully considered by the Commission when it amended Opinion No. 314 by its 
order issued December 10, 1959, or which, having now been considered warrant 
any further change or modification in said opinion and orders. 

(2) For the reasons previously set forth herein, Lousiana Nevada’s motions 
to intervene in the above stated dockets should be denied. 


The Commission orders: 


(A) Louisiana Nevada’s motions to intervene in Docket Nos. G—118438, 
G-11988, G-—12045, G-13476, G-—16512, G—13936, G-—13478, G-—13479, G—13480, 
G-13481, G-—13482, G—13483, G—13484, G~-13485, G-—13486, G-—13472, G—13473, 
G-13474, G-14496, G-14732, G—18768, G-9092, G-10390, G—10928, G-6391, G-6715, 
G-6713, G-3895, G-6999, G-3235, G-2943, G-3147, G-3011, G-3027, G—7492, 
G-3272, G-4207, G-—5212, G—5208, G-—4085, G—7672, G-—4132, G-4135, G—4136, 
G—10496, G—14306, and G—18345, are hereby denied. 

(B) The applications for rehearing by Louisiana Nevada Transit Company 
on January 11, 1960, of the Commission’s order issued December 10, 1959, 
amending Opinion No. 314 are hereby denied. 

Commissioner Kline not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


POWER AUTHORITY OF THE STATE OF NEW YORK, PROJECT 
NO. 2216 


ORDER APPROVING PROJECT EXHIBIT 
(Issued February 10, 1960) 


In accordance with the requirements of its license for project No. 2:16 on 
the Niagara River, Power Authority of the State of New York (Lic :nsee) 
has filed certain Exhibit L Drawings of project works for Commission approval 
and inclasion in the license for the project. 

The aforesaid Exhibit L Drawings are described as follows: 





| 
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Exhibit L F.P.C. No. Title: Niagara Power Project, Niagara River 
iiniigesineenitimiiniviaguaniee 


CRI, ccenptcnndiinnniniaidsts 2216-50 | Waterways—intake structure. 

2216-37 | Waterways—intake gate structures. 

2216-38 | Lewiston power plant—Plan. 

2216-39 | Lewiston power plant—downstream elevation. 

2216-40 | Lewiston power plant—generator and transformer structures. 
2216-41 | Lewiston power plant—intake structure. 

2216-49 | Parkway development. 

2216-56 | Waterways. 


As the result of further engineering studies required by the license, Sheets 2 
through 7, and Sheet 10 of Exhibit L (F.P.C. Nos. 2216-23 through -28, and 
F.P.C. No. 2216-31) now part of the license for Project No. 2216 have been 
revised and will be superseded by the revised comparable Exhibits (F.P.C. No. 
2216-50, F.P.C. Nos. 2216-37 through -41, and F.P.C. No. 2216-49, respectively). 
Sheet 1 of Exhibit L (F.P.C. No. 2216-56) was also filed as the result of further 
engineering studies with respect to the waterways of Project No. 2216. 

The Secretary of the Army and the Chief of Engineers have approved the 
plans insofar as the interests of navigation are concerned. 


The Commission finds: 


The above-described Exhibit L Drawings (F.P.C. No. 2216-50, F.P.C. Nos. 2216- 
37 through -41, F.P.C. No. 2216-49, and F.P.C. No. 2216-56) conform to the 
Commission’s rules and regulations and should be approved and said superseded 
Exhibits (F.P.C. Nos. 2216-23 through -—28, and F.P.C. No. 2216-31) should be 
eliminated from the license for the project. 


The Commission orders: 


(A) The above-described Exhibit L Drawings (F.P.C. No. 2216-50, F.P.C. 
Nos. 2216-37 through -41, F.P.C. No. 2216-49, and F.P.C. No. 2216-56) are 
approved as part of the license for Project No. 2216, and said superseded Ex- 
hibits (F.P.C. Nos. 2216-23 through -—28, and F.P.C. No. 2216-31) are eliminated 
from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act, and failure to file such application shall constitute 
acceptance of this order. 


Before Commissioners; Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


BLACK HILLS POWER AND LIGHT COMPANY, DOCKET NO. E-6923 
ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 
(Issued February 11, 1960) 


Black Hills Power and Light Company (Applicant), incorporated under the 
laws of the State of South Dakota and doing business as a qualified foreign 
corporation in the State of Wyoming, with its principal place of business at 
Rapid City, South Dakota, filed an application on January 6, 1960, as supple- 
mented on January 18, 26, and 28, 1960, for an order, pursuant to Section 204 of 
the Federal Power Act, authorizing the issuance of a maximum of 7,727 additional 
shares of Common Stock, $1 par value per share, in payment of a 2% stock 
dividend on its Common Stock. 

The proposed stock dividend of 2% on Common Stock will be payable on 
March L 1960. to the holders of Applicant’s outstanding Common Stock of record 


676—-806—64——_23 
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at the close of business on February 15, 1960. Assuming the exchange of all 
outstanding scrip certificates representing fractional shares of Applicants Com- 
mon Stock for full shares thereof prior to such record date, a maximum of 
7,727 shares of Common Stock will be issued by Applicant as a stock dividend. 
Where fractional shares of Common Stock would be required to pay the stock 
dividend, none will be issued, but an order form will be issued to each stock- 
holder entitled to a fraction of a share giving him the option of buying the 
additional fractional interest necessary to make a full share or of selling his 
fractional interest. The proposed issuance of additional Common Stock will 
not involve the receipt of any proceeds by Applicant. 

The application sets forth that the proposed stock dividend will result in a 
broader market for Applicant’s securities and a probable increased market in- 
terest therein, thereby aiding Applicant in future financing, and will conserve 
Applicant’s cash (compared to an increase in the cash dividend rate on Com- 
mon Stock), thereby providing funds needed for additions and improvements 
to Applicant’s property. 

Written notice of the application has been given to the South Dakota Public 
Utilities Commission and to Public Service Commission of Wyoming and to the 
Governor of each of those States. Notice of the application was also published 
in the Federal Register on January 20, 1960 (25 F.R. 445), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should on or before February 1, 1960, file with the Federal Power Com- 
mission, Washington 25, D.C., petitions or protests. No petition or protest or 
request to be heard in opposition to the granting of the application has been 
received. 

The Public Service Commission of Wyoming, by order entered January 12, 
1960, authorized Applicant to issue 7,727 shares of its Common Stock in the 
manner and for the purposes as indicated in the recital above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued January 
21, 1959, Black Hills Power and Light Company, Docket No. E-6857 (21 FPC 43). 

(2) The proposed issuance of Common Stock, described above, will constitute 
an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State Commission 
within the meaning of Section 204(f) of the Act; and the proposed issuance 
of Common Stock, described above, is, therefore, not exempt by virtue of that 
Section from the requirements of Section 204 of the Act. 

(4) The proposed issuance of Common Stock, described above, is exempt 
from the competitive bidding requirements of Section 34.la of the Commission’s 
Regulations under the Federal Power Act by reason of Paragraph 34.1a(a) (1) 
thereof. 

(5) The proposed issuance of Common Stock, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the Applicant of service as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(6) The period of public notice given in this matter is reasonable. 





lel UNER IC GL APA AN LALLA LLE DLO OOE! TI 


(Al RRA SE A AM TET I IE SI 
























































FEDERAL POWER COMMISSION 321 


The Commission orders: 


(A) The proposed issuance of Common Stock, upon the terms and conditions 
and for the purposes specified in the application, as described above, is hereby 
authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the date of issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or of any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which is now pending or which hereafter may come before this 
Commission or any other regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


MILLS BENNETT ESTATE, DOCKET NOS. G-13193 AND G-—16120 
ORDER ACCEPTING OFFER OF SETTLEMENT 


(Issued February 11, 1960) 


On August 5, 1957, and August 4, 1958, Mills Bennett Estate (Bennett) 
tendered for filing Supplement Nos. 2 and 3, respectively, to FPC Gas Rate 
Schedule No. 5, proposing increased rates and charges for its jurisdictional 
sales of natural gas to Texas Eastern Transmission, Corporation (Texas East- 
ern). By separate orders issued September 3, 1957, and September 3, 1958, the 
Commission suspended and deferred the aforementioned supplements until April 
1, 1958, and April 1, 1959, in Docket Nos. G—13193 and G—16120, respectively. 

On January 11, 1960, Bennett tendered for filing four increased rate proposals 
designated Supplement Nos. 13 to its FPC Gas Rate Schedule Nos. 1, 2, and 3 
and Supplement No. 12 to its FPC Gas Rate Schedule No. 4. In the filings, 
Bennett proposed increased rates and charges of 2.54786¢ per Mcf to 13.8733¢ 
per Mcf at 14.65 psia and requested that the proposed increased rates become 
effective on February 11, 1960, 30 days after the date of filing. 

Concurrently with its filings of January 11, 1960, Bennett tendered an offer 
of Settlement pursuant to Section 1.18(e) of the Commission’s Rules of Practice 
and Procedure. 

In its Offer of Settlement, Bennett proposes that the aforementioned in- 
creased rates would be accepted for filing without suspension and that the 
suspension proceedings in Docket Nos. G-13193 and G—16120, involving suspended 
rates of 14.4¢ and 14.6¢ per Mcf under Bennett’s Rate Schedule No. 5, would 
be terminated. 

In return, Bennett would agree to delete the favored-nation and price- 
redetermination provisions from Rate Schedule Nos. 1 to 4 and replace the 
present schedule of 0.2¢ per Mcf yearly escalations by 0.5¢ per Mcf increases 
to 14.3733¢ in February 1963, 14.8733¢ in February 1968, and 15.3733¢ in February 
1973. Under rate Schedule No. 5, Bennett would delete the favored-nation pro- 
vision and a related clause and would replace the present schedule of 0.2¢ per 
Mcf yearly escalation by 1.0¢ per Mcf increases to 15.6¢ in November 1963, 16.6¢ 
in November 1968, and 17.6¢ in November 1973. 

In support of its Offer of Settlement, Bennett states, inter alia, that the 
favored-nation and redetermination clauses were important elements of con- 
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sideration required for the long-term commitments of its gas reserves to the 
performance of the contracts; that these clauses provided it with a means of 
protecting itself against inflation and the increased valuation of the gas during 
the terms of the contracts; and that such clauses were included in the contracts 
after arm’s-length negotiations. In addition, Bennett also stated that the pro- 
posed rates are reasonable and fair current prices for the gas being produced 
and delivered under the contracts herein involved and that such rates are far 
below the level of prices in contracts recently negotiated for gas being produced 
in the same areas. 

Texas Hastern has concurred in the Offer of Settlement and has agreed, in 
the event that offer is accepted by the Commission, to make the contract changes 
or amendments provided for in the offer. None of Texas Eastern’s customers 
has intervened in these proceedings or expressed on the record any opposition 
to the Offer of Settlement. 

In our judgment, settlement of these matters in accordance with the Offer 
of Settlement is desirable in the public interest and appropriate to carry out 
the provisions of the Natural Gas Act. Bennett is proposing to eliminate the 
favored-nation and price redetermination clauses in the contracts with Texas 
Eastern involved herein, to waive all its future rights and benefits of such 
clauses, and to convert the annual escalations now provided in the contracts 
to fixed escalations in 1963, 1968, and 1973 as provided in the offer. 

The proposed Offer of Settlement would be benefical to the public and 
advantageous to all concerned, by relieving the Commission, the producers, 
and Texas Eastern, as well as customer companies of the time and expense 
which might be necessary to the conduct of formal hearings in such rate cases 
as might otherwise arise under the two clauses. The resulting stability in 
gas costs would be welcome to all segments of the natural-gas industry. 
Furthermore, freeing the Commission from the need of considering such proposed 
increases would enable it to concentrate its efforts on other rate cases and 
other matters having possibly more serious consequences for the public and 
consumer. 

However, it is desired to make it clear that acceptance of this offer of 
Settlement shall not be construed as approval of any future increased rates 
proposed by Bennett under the fixed escalation provisions or otherwise. 


The Commission finds: 


(1) The proposed settlement of these rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Bennett with 
the Commission on January 11, 1960, and in the Appendices* to this order, is 
in the public interest and appropriate to carry out the provisions of the Natural 
Gas Act and should be approved by the Commission and made effective as 
hereinafter ordered. 

(2) Good cause exists for allowing Supplement No. 3 to supersede Supple 
ment No. 2 to Bennett’s FPC Gas Rate Schedule No. 5 and for allowing said 
Supplement No. 3 to become effective as of the date of this order, and for 
terminating the suspension proceedings in Docket Nos. G-—13193 and G—16120, 
subject, however, to the terms and conditions of the Offer of Settlement as 
hereinafter ordered. 

(3) Good cause exists for accepting for filing the rate increases designated 
as Supplement Nos. 18 to Bennett’s FPC Gas Rate Schedule Nos. 1, 2 and 3, 
and Supplement No. 12 to its FPC Gas Rate Schedule No. 4, to be effective 
as of February 11, 1960, the requested effective date, subject, however, to the 
terms and conditions of the Offer of Settlement as hereinafter ordered. 


*Omitted in printing. 
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The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Bennett ou 
January 11, 1960, is hereby approved in accordance with the provisions of 
this order. 

(B) Bennett shall execute with Texas Eastern amendments to these parties’ 
Gas Purchase Contracts dated April 1, 1952, as amended, March 31, 1952, as 
amended, dated March 28, 1952, as amended, dated January 2, 1954, as 
amended, and dated March 5, 1956, as amended, filed with the Commis- 
sion as Bennett’s- FPC Gas Rate Schedule Nos. 1, 2, 3, 4, and 5 in accordance 
with Appendices A, B, C, D, and E attached hereto. 

(C) Bennett shall, within 30 days from the date of issuance of this order, 
file with the Commission as supplements to the aforesaid FPC Gas Rate Sched- 
ule Nos. 1, 2, 3, 4, and 5 under Part 154 of the Commission’s Regulations under 
the Natural Gas Act, the executed agreement with Texas Eastern required by 
Paragraph (B) above. 

(D) Provided that Bennett makes a satisfactory filing in accordance with 
Paragraph C above, Supplement Nos. 13 to his FPC Gas Rate Schedule Nos. 
1, 2, and 3, and Supplement No. 12 to its FPC Gas Rate Schedule No. 4 re 
spectively, are hereby permitted to become effective as of February 11, 1960, 
the requested effective date. 

(E) Supplement No. 3 shall supersede Supplement No. 2 to its FPC Gas 
Rate Schedule No. 5 and shall become effective as of the date of this order and 
the proceedings in Docket Nos. G—13193 and G~16120 are hereby terminated, 
provided however, that Bennett makes satisfactory filings in accordance with 
Paragraph (C) above. 

(F) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings which are presently being 
heard, or in any other proceeding now pending or hereinafter instituted by 
or against Bennett. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. vy. United States, 138 F. 
Supp. 411) 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G-18974 
ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 11, 1960) 


On November 9, 1959, 22 FPC 814, the Commission issued an order in Docket 
No. G-18974 granting a certificate of public convenience and necessity to Pan- 
handle Eastern Pipe Line Company (Panhandle) authorizing the construction 
and operation of field facilities from time to time during the period ending August 
1, 1960, to take into its certificated main pipeline system natural gas which will 
be purchased from producers in the general area of Panhandle’s existing trans- 
mission system. Said order limited the total expenditures for facilities to be 
constructed thereunder to $2,000,000 with no single project to exceed a cost of 
$250,000. 

On December 18, 1959, Panhandle filed a petition to amend the aforesaid 
order so as to increase the limitation of maximum cost per project from $250,000 
to $500,000, stating that since the filing of the original application it has become 
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apparent that the single project cost estimate was too low and the $250,000 
limitation places Panhandle at a disadvantage in negotiating for additional 
quantities of natural gas. Panhandle cites Commission authorizations for the 
same purposes to other pipeline companies permitting single project construction 
costs up to $500,000. 


The Commission finds: 


It is in the public interest and appropriate in carrying out the provisions of 
the Natural Gas Act to amend, as hereinafter ordered, Finding Paragraph (6) 
and Ordering Paragraph (B) of the Commission’s order issued Noveraber 9, 
1959, in Docket No. G—18974, by substituting the figure “$500,000” for “$250,000” 
therein. 


The Commission orders: 


(A) The order of the Commission issued November 9, 1959, in Docket No. 
G-18974, granting a certificate of public convenience and necessity to Panhandle 
Eastern Pipe Line Company, be and the same is hereby amended by substituting 
the figure “$500,000” for the figure “$250,000” in Finding Paragraph (6) and 
in Ordering Paragraph (B) of said order. 

(B) In all other respects, the conditions and authorizations set forth in said 
order of November 9, 1959, in Docket No. G-—18974, and the exercise of the 
rights granted therein, shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


SHELL OIL COMPANY, DOCKET NOS. G-9446, G-9475, G-11307, G—11320, 
G-11336, G-—11353, G—12192, G—12951, G-—13397, G-—13418, G—13441, G—13515, 
G-13847, G-—14926, G-14970, G-15028, G-—15794, G-16249, G—16254, G—16337, 
G-16595, G-16670, G-16952, G-17266, G-17278, G-17317, G—17368, G—17440, 
G-17442, G-—17525, G-18185, G-18266, G-—18699, G-18845, G-—19155, G—19432, 
G-—19604, G-19770, G—19887, G—19915, G—19987, G-20059, RI60-111; SHELL 
OIL COMPANY (OPERATOR), DOCKET NOS. G—12952, G-13315, G—13389, 
G-14113, G-14671, G—16255, G-16671, G-18698, G-19771; SHELL OIL COM- 
PANY (OPERATOR), ET AL., DOCKET NOS. G—12953, G-13144, G—14023, 
G—16253, G-18186, G-18267, G-18469, G—18697 


ORDER INSTITUTING RATE INVESTIGATION AND CONSOLIDATING PROCEEDINGS 
(Issued February 11, 1960) 


By notice dated November 23, 1959, the proceedings instituted by the 
Commission upon suspension of certain increased rates for sales of natural 
gas for resale by Shell Oil Company, Shell Oil Company (Operator), and 
Shell Oil Company (Operator), et al. (Shell), were consolidated for hearing 
and the proceedings were set for hearing on March 8, 1960. By motion 
filed January 19, 1960, Shell requested a continuance of the hearing to July 
7, 1960, stating that it desired to await complete data respecting 1959 operations, 
in order that it might include in the preparation of its case complete com- 
pany-wide cost of service for the calendar year 1959. The motion has been 
granted and the date of hearing continued to July 7, 1960. 

The present consolidated proceedings involve the lawfulness of increased 
rates for the sale of natural gas subject to the jurisdiction of the 
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Commission under 59 separate suspension orders. In view of the fact 
that suspension orders are outstanding with respect to such a large number 
of sales by Shell, raising the question of the lawfulness of the rates proposed 
by Shell, it is appropriate that a rate investigation be instituted herein and 
be broad enough to cover all of Shell’s rates and charges for sales of natural 
gas subject to the jurisdiction of the Commission. It appears that, upon 
the basis of data available to the Commission, the rates charges, and classi- 
fications for or in connection with the sale or transportation of natural gas 
by Shell subject to the jurisdiction of the Commission, and the rules and 
regulations, practices, and contracts relating thereto may be unjust, unreason- 
able, unduly discriminatory, or preferential. 


The Commission finds: 


(1) Shell Oil Company is an independent producer of natural gas and is 
a “natural-gas company” within the meaning of the Natural Gas Act, being 
engaged in the sale and delivery of natural gas in interstate commerce for 
resale for ultimate public consumption. 

(2) It is necessary and proper in the public interest and to aid in the 
enforcement of the provisions of the Natural Gas Act that an investigation 
be instituted by the Commission, upon its own motion, into and concerning 
all rates, charges, or classifications demanded, observed, charged, or collected 
by Shell Oil Company in connection with any transportation or sale of natural 
gas subject to the jurisdiction of the Commission, and any rules, regulations, 
practices, or contracts affecting such rates, charges, or classifications. 


The Commission orders: 


(A) An investigation of Shell Oil Company is hereby instituted under 
the provisions of the Natural Gas Act for the purpose of enabling the Com- 
mission to determine whether, with respect to any transportation or sale 
of natural gas subject to the jurisdiction of the Commission, made or pro- 
posed to be made by Shell Oil Company, any of the rates, charges or classi- 
fications demanded, observed, charged, or collected, or any rules, regulations, 
practices, or contracts affecting such rates, charges, or classifications are 
unjust, unreasonable, unduly discriminatory, or preferential. 

(B) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, including 
particularly Sections 4, 5, 14, 15, and 16 thereof, the proceeding hereby instituted 
in Docket No. R160-111, is hereby consolidated for purposes of hearing and 
decision with the proceedings in Docket No. G—9446, et al., previously consoli- 
dated for such purposes by notice of November 23, 1959. 

(C) The public hearing heretofore scheduled to commence July 7, 1960, at 
10:00 a.m. (EDST), in a Hearing Room of the Federal Power Commission, 441 
G Street NW., Washington, D.C., shall concern the matters involved and the 
issues presented in the consolidated proceedings designated in paragraph (B) 
above. 

(D) When the said hearing commences on July 7, 1960, Shell Oil Company 
shall go forward first and shall complete the presentation of its direct cases 
under Section 4 of the Natural Gas Act in these consolidated proceedings. The 
presiding examiner shall thereafter proceed as may be found appropriate under 
the Commission’s Rules of Practice and Procedure. 

(E) Interested State commissions may participate as provided by Sections 
1.8 and 1.37(f) of the Commission’s Rules of Practice and Procedure (18 CFR 
1.8 and 1.37(f) ). 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


J. M. FLAITZ AND R. B. MITCHELL (OPERATOR), ET AL., 
DOCKET NO. G-17608 


ORDER ACCEPTING OFFER OF SETTLEMENT 


(Issued February 12, 1960) 


By order of the Commission issued herein January 30, 1959, Supplement No. 
4 to J. M. Flaitz and R. B. Mitchell (Operator), et al. (Flaitz), FPC Gas 
Rate Schedule No. 1 was suspended and made subject to a public hearing as 
set forth in said order. The proposed increased rate and charge contained in 
the above-identified supplement covers sales of natural gas subject to the jur- 
isdiction of the Commission, to Tennessee Gas Transmission Company (Ten- 
nessee) from the Magnet Withers Field, Wharton County, Texas (Railroad Dis- 
trict No. 3). 

Flaitz’ Supplement No. 4 to its FPC Gas Schedule No. 1 provides for a rede- 
termined rate increase of 2.67196¢ per Mcf, from 13.49751¢ to 16.16947¢ per Mcf, 
amounting to an increase of $ 24, 265 annually. 

A letter from the Secretary dated December 29, 1959, granted Flaitz until 
March 1, 1960, for the filing of a trust agreement in lieu of a corporate bond to 
assure the refund of monies collected and found excessive under the rates and 
charges proposed in the above-identified supplement. To date the trust agree- 
ment proposed by Flaitz has been filed and the increased rate which was sus- 
pended until June 30, 1959, has not become effective. 

Flaitz filed an Offer of Settlement on December 14, 1959, containing among 
other things, the following proposals: 

Flaitz proposes to eliminate the favored-nation, price redetermination and 
periodic escalation clauses from their contract with Tennessee and to substitute 
therefor a rate of 15.0¢ per Mcf which would be the fixed rate for the life of the 
eontract (until November 5, 1975). (The present periodic escalation clause 
provides for a 1.0¢ per Mcf increase every five years to a maximum rate of 13.0¢ 
per Mcf in 1969.) This proposal would embrace execution of an agreement with 
the purchaser, submitted as an exhibit to the Offer of Settlement. An effective 
date of June 30, 1959, is requested if the offer is accepted. 

In support of their offer Flaitz states that their contract was negotiated at 
arm’s length and that the 15.0¢ per Mcf rate is fair and reasonable, and below 
the level of prices in contracts currently being negotiated. FPlaitz asserts that 
the redetermination and favored-nation clauses were important elements of 
consideration required for the long-term commitment of gas reserves and pro- 
vided protection for increased valuations of the gas during the term of the 
contract. 

If the Commission does not accept the offer before February 15, 1960, it is to 
be considered withdrawn. Tennessee has concurred in the offer and has agreed 
to make the provided-for contract changes and amendments. There are no 
intervenors in the proceeding in Docket No. G—17608. 

In our judgment, settlement of this case in accordance with the Offer of 
Settlement, except for Flaitz’ suggested date for making the rate effective is 
desirable in the public interest and appropriate to carry out the provisions of 
the Act. Flaitz is proposing to eliminate all favored-nation, periodic escalation 
and price-redetermination clauses in the contract with Tennessee involved 
herein, to waive all its future rights and benefits thereunder, and to substitute 
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therefor, a rate of 15.0¢ per Mcf which would be the fixed rate for the life of 
the contract (until November 5, 1975). 

The proposed Offer of Settlement would be beneficial to the public and 
advantageous to all concerned, by relieving the Commission, the producers, 
and Tennessee, as well as customer companies of the time and expense which 
might be necessary to the conduct of a formal hearing in such a rate case as 
might otherwise arise under the clauses. The resulting stability in gas costs 
would be welcome to all segments of the natural-gas industry. Furthermore, 
freeing the Commission from the need of considering such a proposed increase 
would enable us to concentrate our efforts on other rate cases and other matters 
having possibly more serious consequences for the public and the consumer. 

However, we desire to make it clear that acceptance of this Offer of Settle- 
ment shall not be construed as approval of any future increased rates proposed 
by Flaitz. 


The Commission finds: 


The proposed settlement of this rate proceeding on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Flaitz with the 
Commission on December 14, 1959, and in the Appendix* to this order, is 
in the public interest and appropriate to carry out the provisions of the 
Natural Gas Act and should be approved by the Commission and made effective 
as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Flaitz on December 14, 1959, is hereby 
approved in accordance with the provisions of this order. 

(B) In accordance with the Offer of Settlement and the Appendix attached 
hereto, Flaitz shall, within thirty days of the date of this order, execute with 
Tennessee an amendment to their Gas Purchase Contract as presently con- 
tained in Flaitz’ FPC Gas Rate Schedule No. 1. 

(C) Flaitz shall, within 30 days from the date of issuance of this order, 
file with the Commission as supplement to his FPC Gas Rate Schedule No. 1, 
under part 154 of the Commission’s Regulations under the Natural Gas Act, 
the executed agreement with Tennessee required by Paragraph (B) above. 

(D) Flaitz shall within thirty days from the date of issuance of this order 
tender a proposed change in rate and charge under Part 154 of the Commission’s 
Regulations, from 13.49751¢ per Mcf to 15.0¢ per Mcf, as provided in the Offer 
of Settlement, as a supplement to his FPC Gas Rate Schedule No. 1, super- 
seding Supplement No. 4. 

(E) The proposed increased rate and charge to be tendered by Flaitz in ac 
cordance with Paragraph (D) above is hereby permitted to become effective as 
of the date of issuance of this order and the proceeding in Docket No. G—17608 
is hereby terminated: Provided, however, that Flaitz make a satisfactory filing 
in accordance with Paragraphs (C) and (D) above. 

(F) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings, which are presently 
being heard, or in any other proceeding now pending or hereinafter instituted 
by or against Flaitz. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. vy. United States, 138 F. 
Supp. 411) 


*Omitted in printing. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THD OHIO OIL COMPANY, OPERATOR, ET AL., DOCKET NOS. G-—15385; 

SOUTHWEST NATURAL PRODUCTION COMPANY, G-15460, G-19112; 
JAMES R. NOWERY AND B. M. NOWERY, JR., G-16190 ; NORMAN V. 

KINSEY, JR., ET AL., G-16278; L. L. ROBINSON, ET AL., G-16457; HUNT 
OIL COMPANY, G—16737; HASSIE HUNT TRUST, G—16763; PAN AMERI- 
CAN PETROLEUM CORPORATION, G-—17028; MONSANTO CHEMICAL 
COMPANY, G-17519; THE ATLANTIC REFINING COMPANY, G-—18572; 
T. L. JAMES AND COMPANY, G-19408; JACK W. GRISBY, OPERATOR, 
BET AL., G-19705; ROBERT F. ROBERTS, G-19810 


ORDER PERMITTING INTERVENTION AND DENYING WITHDRAWAL 


(Issued February 12, 1960) 


A petition seeking leave to intervene in Docket No. G—19810 was timely 
filed on November 16, 1959, by The Arkansas Louisiana Gas Company (Arkansas 
Louisiana). 

On December 9, 1959, Arkansas Louisiana filed a document entitled “Notice 
of Withdrawal of Petition to Intervene”. Through this notice Arkansas Loui- 
siana seeks to initiate a withdrawal from these proceedings conditioned upon 
a finding by the Commission that gas from certain acreage specifically noted 
in their petition to intervene be excluded from the certification of the proposed 
sale in Docket No. G—19810 between Robert F. Roberts and United Gas Pipe 
Line Company. 


The Commission finds: 


(1) It appears that the participation in these proceedings by the above 
named petitioner may be in the public interest. 

(2) That Arkansas Louisiana’s “Notice of Withdrawal” conditioned upon 
a specific finding by the Commission in the above proceedings does not constitute 
a “Withdrawal” as contemplated by the Commission’s Rules of Practice and 
Procedure. 


The Commission orders: 


The above-named petitioner is hereby permitted to intervene in these pro 
ceedings subject to the Rules and Regulations of the Commission: Provided, 
however, That the participation of this intervener shall be limited to matters 
affecting asserted rights and interests specifically set forth in the petition to 
intervene: and, Provided, further, that the admission of this intervener shall 
not be construed as recognition that they might be aggrieved by any order or 
orders entered in this proceeding. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PACIFIC GAS & ELECTRIC COMPANY, PROJECT NO. 2130 
ORDER FURTHER AMENDING LICENSE (MAJOR) 


(Issued February 15, 1960) 


Application was filed on April 20, 1959, by Pacific Gas and Electric Company, 
licensee for major Project No. 2130, for amendment of its license for the 
project, located on the Stanislaus River and its Middle and South Forks in 
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Calaveras and Tuolumne Counties, California, and affecting lands of the United 
States within the Stanislaus National Forest and other lands of the United 
States. 

The application seeks permission to retire the existing Stanislaus powerhouse 
and appurtenant facilities, which are 50 years old, expensive to maintain and 
obsolete, and replace the installation with a new powerhouse and appurtenant 
facilities. 

The new Stanislaus installation will consist of: a low concrete dam located 
about one-half mile downstream from the new powerhouse, creating an afterbay 
to regulate the releases from the proposed powerhouse (water is to be diverted 
directly from the existing forebay through the existing intake structure to the 
existing valve house and then by proposed steel penstock to the powerhouse) ; 
a new powerhouse with one 113,000-horsepower turbine connected to an 81,900- 
kilowatt generator; a new step-up transformer; a new switching structure; 
and appurtenant electrical, mechanical and hydraulic facilities. The entire 
new installation is estimated to cost $10,700,000. 

The energy generated by the new installation will be used in the licensee’s 
distribution system for public utility purposes. 

The Assistant Chief of Civil Works, Corps of Engineers, in reporting on the 
application, pointed out that the proposed new Stanislaus installation would be 
located upstream from the authorized Corps of Engineers’ New Melones project, 
which was recommended for construction with an initial storage capacity of 
450,000 acre-feet and with provisions for an. -ultimate storage capacity of 
1,100,000 acre-feet. Subsequent studies by the Bureau of Reclamation, he stated, 
indicate that a reservoir of 2,400,000 acre-feet capacity might be justified with 
a pool elevation of 1088 feet which is higher than the tailwater of 1065.4 feet 
for the licensee’s new powerhouse, and that inasmuch as the Secretary of the 
Interior is responsible for determining the amount of irrigation storage to be 
provided at the Corps’ New Melones project, the licensee should be aware of 
the possible effect of an enlarged New Melones reservoir on the licensee’s 
proposed new Stanislaus installation. In conclusion, the Assistant Chief stated 
that operation of licensee’s proposed new installation would not affect adversely 
the contemplated flood control operation of the New Melones reservoir, and 
navigation is not involved. 

An Assistant Secretary of the Interior, in reporting on the application, pointed 
out that the Bureau of Reclamation’s preliminary studies of a 2,400,000 acre- 
foot reservoir at New Melones show that licensee’s proposed powerhouse 
would be inoperative about 12 percent of the time by virtue of its inundation 
during periods normally occurring during the late spring and early summer 
months in above normal runoff years. It was suggested that any amendment 
to the license for Project No. 2130 should require that the new Stanislaus 
plant be so designed and operated as to recognize the New Melones reservoir 
as operating with a periodic water surface at elevation 1084+ feet. The design 
of the power plant as hereinafter approved reflects such recognition, and, as 
recommended by the Assistant Secretary, the license is being conditioned to 
protect the United States from any liability for damages the licensee might 
suffer from operation of the New Melones reservoir at that elevation. 

The Under Secretary of Agriculture, in reporting on the application, stated 
that while the proposed amendment would not interfere nor be inconsistent 
with the purposes for which the Stanislaus National Forest was created or 
acquired, any amendment should provide that the access road from Vallecito to 
the Stanislaus power plant be open to use as a fire access road as hereinafter 
provided. 
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The California Department of Fish and Game was notified of the filing of 
the application for amendment, but to date no comment has been received. 

A responsible officer of the licensee has advised the Commission’s staff 
that the license has no objection to revision of conditions of the license as 
proposed by the Assistant Secretary of the Interior or to the inclusion in the 
license of the special conditions proposed by the Assistant Secretary and the 
Under Secretary of Agriculture. The Officer also advised that the licensee 
was aware of the possible effect of an enlarged New Melones reservoir on the 
new Stanislaus plant, but the licensee was willing to accept the risk in that 
regard, and desired to commence construction of the new plant as soon as 
possible. 

The licensee has requested that the time for commencing construction of the 
new Stanislaus installation be fixed as 2 years from the date of issuance of the 
requested amendment and the completion date as 2%4 years from the date of 
commencement. 

Approval of the requested amendment will cause an increase in the authorized 
installed capacity for annual charge purposes of the new Stanislaus installation 
from 48,000 horsepower to 109,200 horsepower, or for the entire Project No. 
2130 from 89,500 horsepower to 150,700 horsepower. Approval of the re- 
quested amendment will also cause an increase in the amount of lands of the 
United States used by the project from 1,458.70 acres to 1,473.31 acres with 
a resultant increase in the amount of annual charges for the use of such 
additional lands. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not alter 
any of the basic facts upon which the license was issued, and will not interfere 
or be inconsistent with the purposes for which the Stanislaus National Forest 
was created or acquired. 

(2) Public notice has been given of the filing of the application. No pro- 
tests were received. 

(3) The amount of increased annual charges to be paid under the license 
as further amended for the purpose of reimbursing the United States for the 
costs of administration of Part I of the Federal Power Act, and for recom- 
pensing it for the use, occupancy, and enjoyment of its lands is reasonable 
as hereinafter fixed and specified. 

(4) The following described exhibits filed as part of the application for 
amendment, superseding in whole or in part certain exhibits now part of the 
license, conform to the Commission‘s rules and regulations and should be 
approved as part of the license for the project, and the exhibits described 
herein as being superseded in whole or in part should be eliminated from the 
license to the extent that they have been superseded—all as hereinafter 
provided : 

Evrhibit K: Sheet 10 D (FPC No. 2130-27) superseding in part Exhibit K, 
Sheet 10 C (FPC No. 2130-34) ; 

Evhibdit L: Sheets 6 D and 7 D (FPC Nos. 2130-38 and -39) superseding in 
part Exhibit K, Sheet 10 C (FPC No. 2130-34) and in its entirety Exhibit L, 
Sheet 6 (FPC No. 2130-36) ; and 

Exhibit M-1 D: General description and specifications of mechanical, 
electrical and transmission epuipment for the Stanislaus Development, filed 
in the Commission April 20, 1959, superseding that part of Exhibit M filed 
April 16, 1953, referring to Stanislaus Development. 

(5) Exhibit K, Sheet 7 (FPC No. 2130-23), now part of the license, corrected 
by Commission staff upon request of the licensee, to reflect the acreage in- 
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cluded in the project due to the Vallecito-Stanislaus Road and the additional 
acreage needed for the new Stanislaus afterbay dam, conforms to the Com- 
mission’s rules and regulations, and should be reapproved as part of the 
license for the project as hereinafter provided. 


The Commission orders: 


(A) The exhibits described in finding (4) above as conforming to the 
Commission’s rules and regulations are approved as part of the license for 
the project, and the exhibits described in the same finding as being superseded 
in whole or in part are eliminated from the license to the extent that they have 
been superseded. 

(B) The exhibit described in finding (5) above as corrected by commission 
staff is reapproved as part of the license for the project. 

(C) The license for Project No. 2130 is further amended as follows to 
authorize the construction, operation and maintenance of a new Stanislaus 
power plant, effective as of January 1, 1960, and appropriate retirement of 
the existing Stanislaus plant: 

PARAGRAPH I. Paragraph (b) (2) of the license is amended to read: 

Stanislaus Development: Relief Dam, a rockfill structure 140 feet high lo 
cated on Relief Creek, a tributary of Middle Fork Stanislaus River, forming a 
reservoir with a capacity of about 15,500 acre-feet: Sand Bar Diversion Dam 
about 24 feet high located downstream from Spring Gap powerhouse on Middle 
Fork; a conduit consisting of about 11 miles of tunnel and 44 mile of ditch; 
a forebay formed by two earth dams; two 66-inch penstocks about 300 feet 
long to a valve house; a steel penstock about 4,650 feet long; Stanislaus power- 
house located on Stanislaus River downstream from the confluence of Middle 
and North Forks, containing one 113,000-horsepower turbine connected to an 
81,900-kilowatt generator (91,000-kva @ 0.9 P F); a step-up transformer; a 
switching structure; three short 110-kv tap lines to existing transmission line; 
Stanislaus Afterbay Dam located about % mile downstream from the power- 
house consisting of a 15-foot concrete dam with a center gated section (flash- 
boards) and non-gated overflow sections and abutment sections on either side 
of the center section ; and appurtenant facilities; 

PARAGRAPH II. Article 24 of the license is amended to read: 

Article 24. The Licensee shall pay to the United States the following annual 
charges, effective January 1, 1960: 

(i) For the purpose of reimbursing the United States for the cost of ad- 
ministration of Part I of the Act one (1) cent per horsepower on the authorized 
installed capacity (150,700 horsepower) plus two and one-half (214) cents per 
1,000 kilowatt-hours of gross energy generated during the calendar year for 
which the charge is made; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, exclusive of those used only for transmission line pur- 
poses, $2,946.62. 

PARAGRAPH III. Article 30 of the license is amended to read: 

Article 30. Licensee shall conduct the normal operation of its project works 
so as to avoid sudden releases of large flows into natural stream channels 
normally carrying reduced flows, whenever the control of such releases is 
reasonably possible. At Stanislaus Afterbay Dam, changes of power plant 
discharge shall be smoothed to the extent that downstream releases are changed 
gradually over at least a 1-hour period. In the event of an emergency and 
large releases are necessary, the Licensee shall endeavor to avoid changes in 
stream stages which would endanger life and property and be detrimental 
to fish life in the stream. 
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PARAGRAPH IV. Article 32 of the license is amended as follows: 

Article 32. Licensee shall provide and maintain fishways over the Sand Bar 
Flat Diversion Dam, and Philadelphia Diversion Dam, and the Stanislaus 
Afterbay Dam when directed to do so by the Commission upon the recommen- 
dations of the Secretary of the Interior and the California Department of Fish 
and Game. 

PARAGRAPH V. The license for the project is amended to include therein the 
following additional special conditions designated as Articles 39, 40, 41, and 42, 
respectively : 

Article 39. The United States shall not be liable for any claim for damages 
or claim for compensation by the Licensee as a result of operation of the New 
Melones dam and reservoir with a periodic water surface at elevation 1084+ 
feet, U.S. Geological Survey datum. 

Article 40. The Licensee shall take every precaution during construction to 
prevent damage to fish and wildlife habitat. Special precaution shall be taken 
to prevent release of silt and fines into Stanislaus River in quantities harmful 
to fish or their habitat. 

Article 41. The road from Vallecito to the Stanislaus power plant shall be 
open to use as a fire access road. 

Article 42. The Licensee shall commence construction of the new Stanislaus 
powerhouse and appurtenant facilities not later than January 1, 1962, and com- 
plete such construction not later than January 1, 1964. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) of 
the Federal Power Act and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the accept- 
ance of this amendment of license, it shall be signed for the Licensee and 
returned to the Commission within 60 days from the date of issuance of this 
order. 


WESTERN NATURAL GAS COMPANY, DOCKET NO. G-16099; MAGNOLIA 
PETROLEUM COMPANY, DOCKET NO. G-16220; CONTINENTAL OIL 
COMPANY, DOCKET NO. G-17587 


ORDER REVERSING IN PART AND MODIFYING AND ADOPTING IN PART INITIAL DECISION 
OF PRESIDING EXAMINER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY 

(Issued February 15, 1960)* 


Syllabus 


1. Proposed initial price for “Ellenburger” gas allowed, since it is somewhat 
below price certificated in Op. 328 for Puckett-Ellenburger gas with 
similarly high carbon dioxide content. P. 333. 

2. Application for certificate for sale of “Fusselman” gas denied without preju- 
dice, in absence of evidence, (1) to rebut inference that proposed initial 
price is higher than other certificated El Paso prices in the area, and (2) 
as to possible triggering of favored-nation clauses in other El Paso contracts. 
P. 333. 

8. Rates in this case not controlled by Western’s 1947 contract with El Paso 
since pricing provisions of contract have received Commission sanction only 
insofar as they apply to acreage covered by certificate issued in 1956. P. 333. 

4. Commission issues certificates of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act to applicants. 


*Initial decision appears on p. 335. 
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George D. Horning, Patrick Sullivan and John C. Dawson, for Western Natural 
Gas Company. 

Ross Madole, William 8S. Richardson and Tom L. Hamill, for Magnolia Petro- 
leum Company. 

Bruce R. Merrill, for Continental Oil Company. 

C. Louis Knight, for the Staff of the Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 

On October 15, 1959, the presiding examiner issued his initial decision in these 
proceedings granting, subject to Commission review, certificates of public con- 
venience and necessity authorizing sales by the above-named applicants to El Paso 
Natural Gas Company from the Brown-Bassett Field, Terrell County, Texas. Ex- 
ceptions to this decision were filed by the Commission staff. 

Several of staff’s exceptions protest the examiner’s refusal to attach initial price 
conditions to these certificates. Two prices are involved in each of these con- 
tracts: 16 cents per Mcf for an estimated 39 billion cubic feet of sweet “Fussel- 
man” gas measured at the wellhead, and 16 cents per Mcf for an estimated 1.9 
trillion cubic feet of “Ellenburger” gas measured at the tailgate of a processing 
plant to be built by El Paso. Allowing for 40 percent shrinkage’ in removing 
carbon dioxide, and deducting the cost of this processing, the wellhead price for 
the Ellenburger gas is less than 8 cents per Mcf. This price is somewhat below 
the price recently certificated in Opinion No. 328, 22 FPC 391, for Puckett- 
Ellenburger gas with a similarly high carbon-dioxide content. 

A serious objection to the 16-cent price for Fusselman gas is that it might 
trigger favored-nation clauses in other El Paso contracts. El Paso purchases 
gas from hundreds of producers in the West Texas-Permian Basin area; yet 
none of the 16-cent sales cited in support of the Fusselman price are sales to 
El Paso. These facts by themselves give rise to the inference that this proposed 
price is higher than other, certificated, El Paso prices in this area, and that its 
“approval might result in an increase in [El Paso’s] existing rates by reason 
of ‘favored-nation’ clauses. . . .* The applicants offered no evidence whatsoever 
to rebut this inference or to indicate what the actual effect would be at this or 
any other price level. In the absence of such evidence, which is an essential 
part of the applicant’s case, the certificates for the sales of the Fusselman gas 
cannot be issued at the price proposed; nor can they rationally be conditioned 
to some lower price. The applications herein, insofar as they concern the sale 
of the Fusselman gas, must be denied, but without prejudice, and without 
disturbing the examiner’s findings except to the extent that they are inconsistent 
with this order. 

Throughout the proceedings staff has contended that the price to Western is 
controlled by a 1947 contract between Western and El Paso which provided 
most, but not all, of the terms under which El Paso would be entitled to buy 
gas from widely scattered Western acreage in seventeen counties in Texas, New 
Mexico, Colorado, and Kansas, including the acreage in the present case. After 
June 7, 1954, Western applied for a certificate for sales to El Paso from the 
Jalmat Field, Lea County, New Mexico, which were the only sales then being 
made to El Paso from this contract acreage, and filed this omnibus contract 


1The Fusselman formation is found at a depth of approximately 12,500 feet and, ac- 
cording to the testimony, accounts for an estimated 2 percent of the reserves. The 
Ellenburger formation is found at a depth of approximately 14,000 feet and, according to 
the testimony, accounts for an estimated 98 percent of the reserves purchased. 

2 The applicants based their exhibits on a 56 percent shrinkage factor, but more recently 
submitted estimates show that this figure may be too high. 
% Atlantic Refining Co. v. P.S.C. of New York, 360 U.S. 378 (1959). 
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as its FPC Gas Rate Schedule No. 3. While we do not subscribe to the general 
principle* announced by the examiner in this connection, we agree with his 
factual conclusion that the certificate granted Western by order issued June 8, 
1956, covered only the acreage which was identified as part of the Jalmat Field 
in Western’s application and which was shown on the map of Lea County, New 
Mexico, attached to that application. The pricing provisions of the 1947 
contract have received Commission sanction only insofar as they apply to this 
Lea County acreage and are not material to the present case. 

All parties to this proceeding agree that there is a sufficient amount of gas 
in the Brown-Bassett Field to warrant its connection. We approve the examiner’s 
conclusion to this effect, agreeing with him at the same time that the reserve 
situation, as presented by the applicant’s evidence, is “somewhat speculative”. 
Nothing in this decision should be construed as acceptance of the figures shown 
in the applicants’ reserve estimates herein, nor will the issuance of these 
certificates relieve El Paso of the burden of proving these reserves more 
accurately in support of its own applications. 

Finally, staff contends that no certificate should be issued to Magnolia unless 
and until there is filed in the record a copy of Magnolia’s 1956 “farm-out” 
agreement with Western, which is the basis of Magnolia’s interest in the 
Brown-Bassett Field. There was evidence of the terms of this contract, but 
the contract itself was neither offered nor called for at the hearing. We are 
unable to find any basis for requiring Magnolia to file this contract as additional 
evidence at this stage of the proceedings. 

We conclude that the producer sales of Bllenburger gas proposed herein 
are supported by the evidence of record and should be certificated at the price 
proposed without conditions, but that the proposed sales of Fusselman gas, 
for the reason given above, have not been shown to be required by the public 
convenience and necessity. The presiding examiner’s initial decision should be 
reversed in part and modified to the extent inconsistent herewith, and as so 
modified should be adopted by the Commission. 


The Commission further finds: 


All material exceptions, arguments and objections not discussed herein have 
been considered but are without substantial support in the record or a 
reasonable basis in law and should be denied. The presiding examiner’s 
initial decision issued herein on October 15, 1959, should, except to the extent 
reversed or modified by this order, be adopted by the Commission as of the 


date of issuance of this order, to constitute with this order its decision in these 
proceedings. 


The Commission orders: 


(A) The applications herein are denied insofar as they concern the proposed 
sale of Fusselman gas. As hereinabove set forth, the initial decision of the 
presiding examiner issued herein on October 15, 1959, is reversed in part and 
modified, and to the extent not inconsistent with this order is adopted by the 
Commission as of the date of issuance of this order, to constitute with this 
order its decision in these proceedings. 

(B) The exceptions filed by staff to the aforesaid initial decision are, except 
to the extent granted by this order, hereby denied. 


*The language here referred to is: “‘As a general rule, applicable to the present situa- 
tion, it may be said that certificates of public convenience and necessity are not issued 
and appurtenant rate schedules are not filed and accepted with respect to unproductive 
acreage, or with respect to mere possibilities of future production.” 
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DECISION 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY UNDER 
SECTION 7 OF THE NATURAL GAS ACT 


(Issued October 15, 1959) 


Ivins, Presiding Eraminer: In this proceeding, the above-named Applicants seek 
certificates of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the sale to El Paso Natural Gas Company of 
natural gas to be produced from the Brown-Bassett Field, Terrell County, Texas. 
The separate applications were consolidated for hearing by order of the Com- 
mission issued May 8, 1959, and were heard on June 16, 17, and 18, 1959. 
Western, Magnolia, and Continental appeared in support of their respective 
applications, and the staff of the Commission participated in the hearing to the 
limited extent noted later herein. There were no interveners or other partici- 
pants in the proceeding. 

Production Area and Producers. The Brown-Bassett Field is a new gas pro- 
duction area, recently designated by the Texas Conservation Commission, 
located south of the established Permian Basin area. It covers acreage lying 
west of the Pecos River, and geologically is said to be on the Pandale anticline, 
and in the western section of the Val Verde Basin. 

In this general area, Continental has a 100 percent interest in seven sections 
covering 4,480 acres, and a 50 percent interest in two sections covering 1,280 
acres, in which Western and Magnolia each has a 25 percent interest. Western 
and Magnolia each has a 50 percent interest in approximately 30,000 additional 
acres. Of the 35,760 acres total, all of which are committed to the future supply 
of El Paso Natural Gas Company under contracts discussed later herein, El Paso 
has classified 15,615 acres as “proven.” Continental is the operator of the nine 
sections in which it has the entire or the principal interest, and Magnolia is the 
operator of the remaining committed acreage. 

Early exploration in the area discovered gas in negligible quantities in the 
Wolfcamp reservoir at about 5,400 feet, which gas is not involved in the present 
estimates and plans. In 1956, Magnolia, operating under the terms of a 50-50 
“farm-out” agreement with Western (on leases in which Western previously had 
a 100 percent interest) commenced extensive exploration of the area, and in 
1957 discovered gas in the Fusselman reservoir at about 12,500 feet, and in the 
Ellenberger reservoir at about 14,000 feet. The discovery well into these forma- 
tions blew out and burned the rig, an event which attracted considerable atten- 
tion in the gas industry to Magnolia’s exploration in the area. 

Magnolia has drilled four successful wells for its joint a:-count with Western 
into the Fusselman and Ellenberger reservoirs, and Contip sntal has drilled one 
dual completion well in both reservoirs. It is estimate ( that 21 wells will 
ultimately be drilled into the Ellenberger reservoir; three vill tap the gas from 
the Fusselman reservoir. 

All of the wells are shut in at the present time, due to the lack of pipeline 
outlet. 

Quantity and Quality of Gas. The Brown-Bassett Field qualifies as an im- 
portant recent discovery. According to the uncontradicted testimony, the esti- 
mated dedicated reserves of three producers here involved contained in the 
Ellenberger formation amount to 1,908,700,000 Mcf, and their estimated dedicated 
reserves in the Fusselman formation amount to 38,900,000 Mcf. Reserve data 
has not been calculated for the Wolfcamp formation, which is at present believed 
to be of minor importance. 
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The Ellenberger gas, which constitutes approximately 98 percent of the re 
serves in the Brown-Bassett Field, is sour, contains hydrogen sulphide, mer- 
captans (i.e., odorous and corrosive chemical compounds), and the unusually 
high amount of more than 53 percent carbon dioxide by volume. Thus, the gas 
requires extensive processing before it becomes merchantable as natural gas for 
transportation in commercial pipelines. The Fusselman and Wolfcamp gas, by 
contrast, is sweet and free from diluents, and needs no processing other than 
dehydration at the wellhead. It is estimated that the Ellenberger reservoir in 
the acreage considered “proven” will be produced by means of a strong water 
drive, with each of up to 20 wells producing 23,500 Mcf per day. 

Negotiations and Contracts for Production and Delivery. El Paso Natural 
Gas Company had for a number of years been interested in the possibilities of 
the general area, and the gas blow-out and fire on the exploration well in 1957, 
indicative of large quantities, intensified its interest. After recompletion of the 
exploration well in March 1958, El Paso commenced negotiations for the purchase 
of the gas with Magnolia, the operator of the Magnolia-Western properties. El 
Paso had previously done extensive engineering work in connection with methods 
for removing the large percentage of carbon dioxide contained in the gas from 
the Ellenberger reservoir. 

At about the same time, Magnolia was approached by Permian Basin Pipeline 
Company and Transwestern Pipeline Company for the purchase of Brown- 
Bassett gas. Negotiations with these companies, as well as El Paso, were on the 
basis of 16 cents per Mcf for pipeline quality gas, i.e., gas purified and sweetened 
by the removal of the very substantial carbon dioxide content, as well as other 
impurities. 

Permian Basin and Transwestern did not submit final proposed contract 
forms. El Paso, however, had designed a plant capable of processing the Hllen- 
berger gas, and on the basis of actual cost, plus return on plant investment, 
estimates that the processing cost would amount to approximately 3.58 cents per 
Mcf for a plant capable of processing 100,000 Mcf per day, or approximately 
4.01 cents per Mcf for a plant capable of processing 50,0000 Mcf per day, both 
at a 90 percent load factor. Due to shrinkage in processing, primarily by 
removal of the carbon dioxide and the use of part of the gas for processing plant 
fuel, El Paso estimates that 2,212 cubic feet of raw Ellenberger gas will be 
required to obtain 1,000 cubic feet of merchantable gas at the tailgate of the 
processing plant. There is no present market for the carbon dioxide, and El Paso 
contemplates venting it into the atmosphere. 

On April 14, May 2, and November 3, 1958, Magnolia, Western, and Con- 
tinental, respectively, entered into contracts to sell their respective shares of 
production from the Brown-Bassett Field to El Paso. The contracts are for the 
most part in identical terms, and are substantially the same. The contracts 
contemplate deliveries for a 20-year period of time. During each of the first 
two years following the date of the first deliveries of gas under each contract, 
El Paso must take (or pay for whether taken or not) at least 75 percent of the 
gas available for delivery; not to exceed, however, a daily average volume of 
20,000 Mcf from Continental and 100,000 Mcf from each of the other two 
applicants. For the remainder of the contract term, El Paso must take or pay 
for a minimum quantity of gas per day computed on the basis of a percentage 
of reserves as estimated and revised from time to time by joint studies. 

Until January 1, 1963, the price is 16 cents per Mcf of gas delivered into 
El Paso’s pipeline. Escalations of one-cent per Mcf are provided for each of 
the three succeeding five year periods, and a 20 cent per Mcf rate for the short 
remainder of the contract term. El Paso will erect and operate a processing 
plant to remove the carbon dioxide and other impurities from the the Ellen- 
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berger gas, which is to be metered after processing and delivered in a separate 
stream from any gas delivered from other reservoirs. 

Under the contract, El Paso will receive its costs, including return on invest- 
ment, incurred in the operation of the processing plant for the removal of 
diluents from the Ellenberger gas, up to a maximum of 4% cents per Mcf. 
These processing costs are to be deducted from the 16 cent per Mcf contract price 
for amounts delivered. 

The contracts contain provisions for renegotiation on agreement, and for a 
limited “favored-nations” advantage to each of the producers, in that the price 
paid to them “for gas from any reservoir” will not be less than the price El Paso 
pays “to others for comparable gas delivered under comparable conditions from 
wells completed in the same reservoir.” 

Although, as noted, all Ellenberger gas is to be measured and paid for at post- 
processing quantity and quality (i.e., on receipt into El Paso’s pipeline facilities), 
the contract provides that title to the gas passes to El Paso at the wellhead. This 
provision enables El Paso to control the rate of gas flow, according to its needs. 
El Paso’s field facilities will pick up, process, measure, and deliver merchantable 
gas to El Paso’s existing Permian Basin pipeline facilities in Pecos County, 
Texas. 

In the event that, under the minimum take-or-pay provision cited above, El 
Paso pays for gas not taken, it may recoup the difference by taking excess gas 
at anytime during the succeeding 4-year period on payment of any price differen- 
tial between the price at the time not taken and the later price. 

Reciprocal El Paso Applications. El Paso has filed two applications for the 
certification of facilities to receive and process the Brown-Bassett gas. In the 
first application, Docket No. G-15696, El Paso proposes to construct and operate 
a processing plant capable of delivering a residue volume of 50,000 Mcf per day, 
to be transported through a new pipeline approximately 51.3 miles in length con- 
necting with El Paso’s existing pipeline in Pecos County, Texas, as mentioned 
above. In the second application, Docket No. G—18616, El Paso proposes to 
double the size of the plant to process 100,000 Mcf per day. As indicated above, 
the new plant will be operated on the basis of cost-of-service, including return 
on investment, estimated to amount to 3.58 cents per Mcf for a 100,000-Mcf-per- 
day plant, or 4.01 cents per Mcf for a 50,000-Mcf-per-day plant, both on a 90 
percent load factor. Since the certification of these proposed facilities is the 
subject of separate unconsolidated dockets, no findings or conclusions are made 
in respect thereto. 

Effect of the 1947 Western-El Paso Contract. On October 22, 1954, Western 
applied for a certificate of public convenience and necessity to sell gas to El 
Paso, pursuant to the provisions of a 30-year contract entered into between these 
parties on May 1, 1947, as amended.’ Concurrently, the contract, as amended, 
was filed as Western’s initial rate schedule for sales to Bl Paso as of June 7, 
1954, and was designated by the Commission as Western’s “FPC Gas Rate 
Schedule No. 3, and Supplement No. 1” thereto. (Item B by reference.) Pur- 
suant to a Notice of Applications and Date of Hearing, issued April 30, 1956, 
Western’s certificate application in Docket No. G-4537 was consolidated for 
hearing with Docket No. G-3980 and other dockets, and a certificate was issued 
by the Commission therein on June 8, 1956, after a non-contested hearing. 

The 1947 contract, as amended, gives to Western’s affiliate, El Paso, a pre- 
emptive right, or “call” to purchase gas from all of Western’s gas leases or 
interests in gas leases on extensive proven and “wild cat” acreage in the vicinity 
of the Permian Basin, as described in Exhibit “A” to the 1947 contract, which 





2 The certificate application was designated Docket No. G-4537. 
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includes Western’s interests in the Brown-Bassett Field acreage, involved in 
the present proceeding. The contract provides that if El Paso exercises its 
pre-emptive right it will offer Western the same contract terms and conditions 
offered to other sellers in the field or area. 

The 1947 contract contains a limited “favored-nations” clause, by which El 
Paso agrees to give Western contract and price terms not less favorable con- 
sidering pertinent factors (i.e., acreage and wells), than El Paso extends to 
any other producer in the same field or pool. It establishes a price of 9% 
cents per Mcf for the initial period from July 1, 1953, to December 31, 1957, 
with periodic escalations thereafter. A price of 10% cents per Mcf is provided 
for the period from January 1, 1958, through December 31, 1962.’ 

When Western, on October 22, 1954, filed the 1947 contract, two classes of 
acreage were established by Exhibit “A” attached thereto. The first class is 
termed “proven or productive acreage,” and describes various leases in the 
Jalmat Field, located in Lea County, New Mexico. The second classification 
is described as “wild cat acreage,” and contains a long list of acreages in New 
Mexico and Texas, including the acreage in Terrell County, on which the 
Brown-Bassett Field has since been discovered. Insofar as the Exhibit “A” 
acreage is concerned, it seems clear enough from the terms of Western’s 
certificate application, in the context of the 1947 contract and the Commission’s 
order,® that the certificate and the appurtenant FPC Gas Rate Schedule No. 3 
covered the subject of Western’s “proven or productive acreage” there estab- 
lished a rate for actual production from this acreage. Otherwise stated, it is 
clear that the Commission did not certificate or set up rate schedules for pos- 
sible future sales of gas which might be discovered on the “wild cat acreage” 
also described in Exhibit “A” to the 1947 contract. (See Exhibit “A” to Item 
B by reference.) Furthermore, the Commission’s Notice of Applications and 
Date of Hearing issued April 30, 1956, in Docket No. G-3980 et al., specifically 
identifies and limits the area from which Western proposes to produce and 
sell gas to El Paso in Docket No. G-4537, as “Jalmat Field, Lea County, New 
Mexico.” The Brown-Bassett Field acreage, widely separated from producing 
areas, was then what is known in the oil and gas industry as “wild cat 
acreage. 

Commission Staff Counsel contends, however, that by listing the acreage in- 
volved in the present proceeding in the certificate application covering deliveries 
under the 1947 contract, Western in effect dedicated that acreage to the ful- 
fillment of its 1947 contract obligation. Therefore it is urged by Staff Counsel 
that the pricing provisions of such contract apply to the present sale in the 
absence of a release of the dedicated acreage, pursuant to a Commission 
abandonment order. Stated otherwise, the contention is that the rate for pro- 
posed sale in the case at bar is already established by Western’s FPC Gas 
Rate Schedule No. 3 and supplements thereto. 

The facts, however, do not bear out this contention. Although the acreage 
involved in the presently proposed supply, as well as a vast extent of other 
then-unexplored and undeveloped acreage, was described in the basic contract, 


2The January 1, 1958, escalation has been suspended by the Commission, is being col- 
lected under bond, and awaits hearing in Docket No. G—14013. 

8 Ordering paragraph (A) of the order issued June 8, 1956, in Docket Nos. G—3980, 
G—4537 and others, provides that, “Certificates of public convenience and necessity be and 
are hereby issued, upon the terms and conditions of this order, authorizing the sales by 
Applicants of natural gas in interstate commerce for resale, together with the operation 
of any facilities, subject to the jurisdiction of the Commission, used for the sale of 
natural gas in interstate commerce, as hereinbefore described and as more fully described’ 
in the applications and exhibits in this proceeding.” [Emphasis supplied.] 
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which was an exhibit to Western’s 1954 certificate application, such acreage was 
not the subject of Western’s application, nor of the Commission’s certification 
issued June 8, 1956, nor of Western’s FPC Gas Rate Schedule No. 3, which 
establish the rate for the certificated gas supply. Western’s application, and 
Commission action thereon, dealt with supply of gas, and sources of supply, 
from the Jalmat Field. Only the Jalmat Field acreage can be said to be 
“dedicated” or “committed” to supply under Western’s rate schedule No. 3. 
The fact that Article II, Section 1, Paragraph B, of the 1947 contract also 
covered the separate subject of El Paso’s general preemptive right to gas from 
all Western’s acreage which might later be explored and developed was not 
involved in the 1954 proceeding. None of such acreage outside the Jalmat Field 
area was certificated for sales and deliveries of natural gas pursuant to rate 
schedules. 

As a general rule, applicable to the present situation, it may be said that 
certificates of public convenience and necessity are not issued and appurtenant 
rate schedules are not filed and accepted with respect to unproductive acreage, 
or with respect to mere possibilities of future production. Certificates are 
issued to cover existing actual sales and deliveries of natural gas. In Docket 
No. G-4537 a certificate was applied for by Western and was issued by the 
Commission to cover an actual sale by Western to El Paso of gas from the 
Jalmat Field, Lea County, New Mexico. That fact is made abundantly clear 
from the terms of the application in Docket No. G—4537, the Commission’s Notice 
of Application and Date of Hearings and the terms of the Commission’s order 
issuing the certificate to Western, all referred to above. The general principle, 
so applied, follows the Commission’s intendment as to certifications of “New 
Service” as set out in the regulations under the Natural Gas Act, Section 
157.23(b) and Section 154.92 (a) and (b). 

Since it is clear that the Commission did not, in fact, certificate the instant 
acreage, or accept Western’s Rate Schedule No. 3 as covering such acreage, it is 
unnecessary to discuss various contentions made by Western as to the effect of 
the “favored-nations” provision of the 1947 contract, on the establishment of 
a price for sales of gas from the Brown-Bassett Field. Equally, it is unnecessary 
on the facts of this case to consider whether or not the Commission has jurisdic- 
tion to expressly or impliedly certificate acreage, not appurtenant to and covered 
by an actual proposed supply arrangement, from which no sales or deliveries 
are being made or contemplated at the time of the issuance of the given 
certificate. 

Evidence and Other Contentions of Commission Staff. At the hearing, the 
staff limited its participation to cross-examination of the applicants’ witnesses, 
and direct testimony as to existing FPC filed rates for gas sales in the Permian 
Basin area, as such area was defined by the Commission witness. 

On brief, in addition to the contention disposed of on the facts, supra, as to 
‘Western’s asserted obligation to deliver the Brown-Bassett Field gas at 10% 
cents per Mcf under its 1947 contract with El Paso, the staff principally contends 
that (1) the 16 cent price is excessive, in comparison to other prices, and was 
reached without sufficient bargaining by El Paso; (2) Magnolia has not proven 
its right to a certificate, because its “farm-out” agreement with Western was not 
produced in evidence; (3) the “take-or-pay” provision in the supply contracts 
should be eliminated; and (4) reserves and deliverability are insufficiently 
proven to warrant certification. The staff concludes that certificates should be 
denied to Western and Magnolia, and granted to Continental conditioned on a 
10% cent per Mef initial price and the omission of the “favored-nations” and 
take-or-pay provisions in the contract. 
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The Contract Price. For the purpose of this proceeding, 16 cents per Mcf 
may be considered the definitive proposed rate for consideration. Provisions 
for possible future increases by way of periodic escalations, operation of the 
limited “favored-nations” clause, or renegotiation, may be conveniently deferred 
for consideration and action by the Commission when and if the increases occur. 
See the Regulations Under the National Gas Act, § 154.94. 

A full-blown rate investigation concerning the need of Western, Magnolia, and 
Continental for 16 cents per Mcf for merchantable Brown-Bassett gas, rather 
than some lesser figure, is patently infeasible within the scope of this Section 
7(c) proceeding, and is not suggested by staff counsel. For present purposes, the 
scope of the inquiry is indicated in the recent decision of Atlantic Refining Co. v. 
P.S.C. of New York, 360 U.S. 378, decided June 22, 1959, and the further inter- 
pretation of the latter case in United Gas Improvement Co., et al. v. F.P.C., et al., 
269 F. 2d 865 (CA3), decided August 4, 1959, as well as subsequent Commission 
decisions applying the rule of that case. See Transwestern Pipeline Co., et al., 
Opinion No. 328, issued August 10, 1959, 22 FPC 391, and Order Upon Rehearing, 
issued September 23, 1959, 22 FPC 542; Texas Gas Transmission Corp., et al., 
Opinion No. 327, issued August 10, 1957, 22 FPC 378; South Georgia Natural 
Gas Co., et al., Opinion No. 325, issued August 7, 1959, 22 FPC 211. 

There is no evidence or indication in the present record that the proposed 16 
cents per Mcf rate will constitute a new high level for gas prices in the vicinity 
of the new Brown-Bassett Field, nor that it will “trigger” escalation clauses in 
any existing supply arrangement at lower rates. The proposed rate, even before 
deductions for processing costs, is the same as that allowed by the Commission to 
various producers in the Permian Basin area, in the Transwestern case, supra. 
(22 FPC 391, 398, et seq.) Before and after processing costs, the proposed rate 
is comparable to that allowed in respect of Gulf Oil Company production of 
Puckett-Ellenberger gas in the same case. (Jd., p. 398.) 

The Brown-Bassett Field is, as shown, a new discovery, and has no separate 
pattern of “going prices” for gas. However, sales from nearby areas in the 
southwest Texas counties of Winkler, Upton, Loring-Ward, and Pecos have been 
made by other producers under contracts entered into in 1957 and 1958 at a 
16 cent initial base price, and higher prices to 21.8 cents per Mcf have been 
negotiated in connection with the proposed Transwestern Pipeline Company 
certifications, now in hearing. There are some sales in the general area at 
lesser prices but the record does not show that they apply to reserves of the 
large magnitude of those involved in the instant proceeding. 

There is no evidence or indication in the present record that the price or price 
negotiations were influenced by El Paso’s affiliation with Western. The major 
portion of the gas is produced by Magnolia and Continental, and could have been 
sold and metered separately from any sale by Western. All basic negotiations 
were between El Paso and Magnolia, as operator of the joint Western-Magnolia 
interests, and the uncontradicted testimony shows such negotiations to have been 
at arms-length, resulting in a price consistent with the current market situation 
of large-volume production in southwest Texas. It was after completion of the 
basic negotiations that El Paso offered the same contract terms to Western. 


This is the price of the pipeline quality gas from the Fusselman formation. Con- 
sidering shrinkage from removal of carbon dioxide, other processing, and fuel, El Paso 
will pay either 5.42 cents or 5.61 cents per Mef (depending on the size of the processing 
plant) for the raw Ellenberger gas as it comes from the well. For practical purposes, 
however, the rate for Ellenberger gas will be 16 cents per Mef for the merchantable de- 
liveries into El Paso’s pipeline, less processing costs up to 4% cents per Mcf. Thus, the 
actual price of Ellenberger gas received by the producers may be as low as 11% cents per 
Mcf. 
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Finally, several factors weigh heavily in favor of approval of the proposed 
contract at the 16 cent per Mcf price. The Brown-Bassett Field reserves may, on 
later development, exceed even the present very large estimates, and may sub- 
stantially improve total reserves committed to El Paso. See Commission comment 
on the need for such improvement in Zl Paso Natural Gas Co., FPC Docket Nos. 
G-10499, issued December 19, 1956, and G—11797, issued March 26, 1958.5 The 
pressures are very high, to El Paso’s advantage, and as gas-well gas, El Paso 
can regulate flow to meet its demands. As staff counsel recognizes, El Paso 
has shown commendable enterprise in its development of a projected plant for 
processing the unusual Ellenberger gas mixture into commercial natural gas. 
Equally, the producers have here undertaken the substantial risks and borne the 
high costs, of exploratory and development of deep-well drilling in west Texas. 
The producers will not, under the contract, actually realize 16 cents per Mcf 
for the merchantable product of the vastly preponderant Ellenberger gas, but 
16 cents minus processing costs up to 4% cents, or, at the minimum, 111% cents 
per Mcf. 

Absence of “Farm-Out” Agreement. There is ample testimony in the record 
that an agreement exists between Western and Magnolia, under which the latter 
has incurred substantial drilling costs in exploring and developing Western’s 
leases in the Brown-Bassett area on the basis of 50-50 division of realizations. 
There is no dispute as to the existence of such an agreement, nor is any issue 
raised as to its terms. At the hearing, no suggestion was made that it should 
be part of the record. Under these circumstances, so far as appears, the “farm- 
out” agreement would have been a superfluous addition to the exhibits in the 
record, and staff counsel’s present contention that Magnolia should be denied 
certification for failure to prove its economic interests must be denied. 

Take-or-Pay Provision. This conventional provision has the healthy effect, 
in the present case, of assuring steady revenues to the producers during the 
coming period of further exploration and development of the committed acreage. 
Both El Paso and the producers contemplate a steady delivery, proportioned 
to reserves, over the 20-year life of the contract. No sufficient reason is shown 
in the present record for requiring the elimination of this provision in the 
public interest. 

With regard to the limited “favored-nations” provision, the record is also 
devoid of evidence indicating that it will or might adversely affect consumers. 
The general subject of “favored-nations” clauses is currently under investigation 
in The Pure Oil Company, Docket No. G-17930. Any increase in rates due to 
this clause may be the subject of Commission action when and if the increase 
is proposed (Regulations, Sec. 154.94), and need not be considered here. 

The court and Commission decisions cited above support the proposition 
that it is appropriate for the Commission to issue a certificate without a price 
condition under the facts and circumstances shown in this record, and the 
applications of the independent producers here under consideration should, 
therefore, be granted. 

Reserves and Deliverability. The uncontradicted testimony of El Paso’s geo- 
logical expert is based upon what appears to be, and is testified to be, a careful, 
conservative study of available evidence. El] Paso and the other parties to this 
proceeding have sufficient faith in the reserve estimates to go forward with sub- 
stantial expenditures in the expectation of continuing supply, including expend- 


’ 


5In a subsequent decision issued May 12, 1959, Bl Paso Natural Gas Company, Docket 
No. G—12580, the Presiding Examiner found that: “To improve materially its present re- 
lationship between supply and requirements, it would be necessary for El Paso to acquire 
well over a trillion cubic feet [of gas] per annum even if it did not obtain any additional 
authorizations from the Commission to sell more gas.”” (22 FPC 900, 950.) 
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itures for a new processing plant. Of course, the testimony and exhibit reflect 
estimates, and it is common knowledge that estimates of hydrocarbon reserves 
are subject to wide margins of error, both under and over original figures. Un- 
less and until deliveries start, and continue over a period of time, from this new 
field, the reserve situation is necessarily somewhat speculative. But the record 
does not permit the derivation of new or changed original estimates, and con- 
tains substantial support for the projections of deliverability as arrived at by 
El Paso and accepted by all other parties. A finding that sufficient reserves and 
deliverability to support the certificate applications exist in the Brown-Bassett 
Field is not only appropriate, but is required on the record made herein. 


ADDITIONAL FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record herein, the evidence adduced and the 
briefs filed, it is found and concluded in addition to the findings and conclusions 
heretofore set out that: 

(1) Western Natural Gas Company, Magnolia Petroleum Company, and Con- 
tinental Oil Company, applicants in Docket Nos. G—16099, G—16220, and G—17587, 
respectively, are now or will become upon the commencement of the sales of 
natural gas proposed in these proceedings, independent producers of natural 
gas as defined in this Commission’s regulations, are or will then be engaged in 
the sale of natural gas in interstate commerce for resale for ultimate public 
consumption, and each of them is or will then be engaged in the sale of natural 
gas in interstate commerce for resale for ultimate public consumption, and each 
of them is or will then be, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act. 

(2) The proposed sales to be made by the independent producers named in 
Finding (1) above, all as more fully set forth in the applications filed in Docket 
Nos. G—16099, G—16220, and G-—17587, will be made to El Paso Natural Gas Com- 
pany for the purpose of resale by El Paso in interstate commerce, and such sales 
are, or will be, subject to provisions of Section 7 of the Natural Gas Act. 

(3) Western, Magnolia and Continental, the independent producers named in 
Finding (1) are and each of them is a qualified applicant within the meaning 
of Section 7(c) of the Act and each of them is able and willing properly to do 
the acts and perform the services proposed and to conform to the provisions of 
the Natural Gas Act and its requirements, and the Rules and Regulations of 
the Commission thereunder. 

(4) The sales of natural gas proposed to be made by the independent pro- 
ducers named in Finding (1) are required by the public convenience and ne- 
cessity. 

(5) The public convenience and necessity require the attachment to the cer- 
tificates hereinafter issued of the conditions hereinafter ordered. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission pursuant to 
its Rules of Practice and Procedure, that: 

(A) Certificates of public convenience and necessity be and the same are 
hereby issued to the independent producer applicants referred to in Finding (1) 
above, authorizing the sale of natural gas by them to El Paso Natural Gas Com- 
pany, as more fully described in their respective applications, as amended and 
supplemented, and the exhibits and record herein, together with the construc- 
tion and operation of any jurisdictional facilities, subject to the terms and con- 
ditions of this order. 






OE OO 
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(B) The certificates issued in Paragraph (A) shall be accepted in writing 
under oath by a responsible official of the applicants respectively within 30 days 
after the issuance of this order. 

(C) The certificates issued to each of said applicants are not transferable and 
shall be effective only so long as each of said applicants continues the acts or 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and the applicable Rules, Regulations, and Orders of the Commission. 

(D) The certificates issued in Paragraph (A) are conditioned upon the issu- 
ance to and acceptance by El Paso Natural Gas Company of a certificate of public 
convenience and necessity, or temporary authorization for the construction and 
operation of the facilities necessary to process or receive the gas covered by the 
applications herein within a period of six months from the date of issuance of 
this order. 

(E) A grant of the certificates herein shall not be construed as a waiver of the 
requirements of Section 4 of the Natural Gas Act, or of Section 154 of the Com- 
mission’s Rules and Regulations thereunder requiring the filing of rate schedules 
for services herein authorized ; and is without prejudice to any findings or orders 
which have been or may hereafter be made by the Commission in any proceeding 
now pending, or hereinafter instituted by or against the applicants. 

Further, the action in this proceeding shall not foreclose or prejudice any 
future proceeding or objection relating to the operation of any price or related 
provision in the gas purchase contracts here involved. 

RicHarp N. Ivins 
Presiding Examiner 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE OHIO FURL GAS COMPANY, DOCKET NO. G-—18359 
ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 16, 1960) 


On July 24, 1959, the Commission issued an order in Docket No. G—18359, 22 
FPC 130, authorizing The Ohio Fuel Gas Company (Ohio Fuel) to construct and 
operate certain additions to its natural gas transmission system, and to abandon 
certain other facilities, for the purpose of improving service and adding capacity 
to maintain existing service from the lines involved, and to eliminate expensive 
maintenance and repairs on lines to be replaced. 

On November 9, 1959, Ohio Fuel filed a petition for amendment of the fore- 
going certificate authorization so as to eliminate therefrom authority to con- 
struct and operate 10.1 miles of 12%’’ O.D. pipeline (in two sections) in Fairfield, 
Perry, and Muskingum Counties, Ohio, replacing parts of Line “H” between 
Crawford Compressor Station and Zanesville, Ohio, and to delete authority for 
the abandonment of the 10.1 miles of 8%’’ O.D. existing pipeline which the pro- 
posed new line would have replaced. 

It appears that recent operating experience indicates that the requirements of 
the customers served by Line “H” will not increase as rapidly as was expected 
when the original application was filed, and that there has been an increase in 
deliverability of natural gas from local wells exceeding previous estimates by 
about 4,000 Mcf per day, as a result of which the existing Line “H” will not be 
abandoned nor will the replacement facilities be built at the present time. 
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The foregoing proposed amendment of plans under this docket will result in a 
reduction of the total estimated capital cost of proposed facilities from $1,740,500 
to $1,328,000 ; the estimated credit to fixed capital for facilities to be retired from 
$223,450 to $153,750, the cost of retiring from $97,650 to $68,650; and the esti- 
mated salvage value from $114,500 to $80,500. 


The Commission finds: 


It is in the public interest and appropriate in carrying out the provisions of 
the Natural Gas Act to amend, as hereinafter ordered, Paragraphs (A) and (B) 
of the Commission’s order issued July 24, 1959, in Docket No. G—18359, so as to 
eliminate therefrom part of the authorization therein granted, all as more fully 
set forth in the petition to amend filed on November 9, 1959. 


The Commission orders: 


(A) Paragraph (A) of the Commission’s order issued July 24, 1959, in Docket 
No. G—18359, be and the same is hereby amended to read as follows: 

“(A) Permission for and approval of the abandonment of facilities, except as 
to the 10.1 miles of 85%’’ O.D. pipeline proposed for abandonment, as more fully 
described in the application in this proceeding and in the petition for amendment 
filed herein on November 9, 1959, is hereby granted to The Ohio Fuel Gas 
Company”. 

(B) Paragraph (B) of the Commission’s order issued July 24, 1959, in Docket 
No. G—18359, be and the same is hereby amended to read as follows: 

“(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing The Ohio Fuel Gas Company to install and operate 
the facilities hereinbefore described, except the 10.1 miles of 1234’’ O.D. pipeline 
identified as Project No. 7 in the application in this proceeding and in the petition 
for amendment filed herein on November 9, 1959, upon the terms and conditions 
of this order.” 

(C) In all other respects, the conditions and authorizations set forth in said 
order issued July 24, 1959, in Docket No. G—18359, and the exercise of the rights 
granted therein, shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, 
DOCKET NO. G—19007 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 16, 1960) 


On July 20, 1959, Transcontinental Gas Pipe Line Corporation (Applicant) 
filed an application in Docket No. G—19007, pursuant to Section 7(c) of the 
Natural Gas Act, for a certificate of public convenience and necessity seeking 
authorization to construct and operate a meter station and appurtenances on 
its main transmission line in Tallapoosa County, Alabama. The proposed meter 
station is to enable Applicant to sell and deliver natural gas on an interruptible 
basis directly to Russell Manufacturing Company (Russell) and to Avondale 
Mills (Avondale), textile mills located in Alexander City, Alabama. Applicant 
states that it has interruptible gas available in the southern part of its system 
because of the “valley” created by its low-load factor resale customers in off- 
peak periods. 
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The estimated gas requirements for the first three years of proposed service 
are: 


| Requirements (mef at 14.73 


psia) 
Maximum day Annual 
| 
Russell Manufacturing Company............................-.<<------ 4, 500 | 112, 000 
BPORIIED Bison s0nccccnGninntininstdéataipiappapmmieitiinitinidnetd 2, 500 43, 000 
OG skneinscacdsvesedcescscssneddanmaimmaaeida dae 7, 000 155, 000 


Russell and Avondale have been depending primarily on fuel other than gas; 
they now desire to utilize and to rely on natural gas to a much greater degree 
than in the past in order to improve the operating efficiency of their mills. 

Alexander City, served by Applicant at an existing meter station adjacent to 
the site of the meter station proposed herein, will receive the gas from Applicant 
for Russell and Avondale and transport it to each mill under a transportation 
arrangement between the City and the mills. 

No issue of gas supply is involved in the proposed project. 

Pursuant to the agreement with Avondale, dated May 6, 1959, and the agree- 
ment with Russell, dated February 24, 1959, the mills have agreed to purchase, 
at an initial price of 31 cents per Mcf, their fuel requirements from Applicant, 
up to the maximum day figures mentioned below, for primary terms of 10 years. 

The overall capital cost of Applicant’s proposed facilities is estimated at 
$15,500 which is to be financed from company funds. 

Temporary authorization was granted Applicant by letter dated August 11, 
1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 8, 1960, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation having its principal place of business in Houston, Texas, is a 
‘natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order issued November 18, 1948, in Docket 
No. G-1148. 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission as 
integral parts of Applicant’s existing pipeline system and the construction and 
operation thereof by Applicant are subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 
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(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c)(3), (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to the 
exercise of the rights granted thereunder, and that the construction of the 
facilities authorized by this order shall be completed and placed in actual 
operation within 4 months from the date on which this order issues. 

(6) The volumes of natural gas to be delivered by Applicant to the mills should 
be limited to the maximum day estimates of 4,500 Mcf for Russell Manufacturing 
Company and 2,500 Mcf for Avondale Mills. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, Transcontinental Gas Pipe Line Corporation, to 
construct and operate the proposed facilities and to transport natural gas as 
hereinbefore described, all as more fully described in the application herein, upon 
the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 4 months from the date on which 
this order issues. 

(D) The volumes of natural gas to be delivered by Applicant to the mills shall 
be limited to the maximum day estimates of 4,500 Mcf for Russell Manufacturing 
Company and 2,500 Mcf for Avondale Mills. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


GEORGIA POWER COMPANY, PROJECT NO, 2177 
ORDER APPROVING PROJECT EXHIBITS 


(Issued February 17, 1960) 


On January 4, 1960, Georgia Power Company, licensee for major Project No. 
2177, located on the Chattahoochee River in Georgia and Alabama, filed for Com- 
mission approval, pursuant to Article 26 of the license, the following-described 
exhibits: 

Exhibit J (FPC No. 2177-18), General Map of Project, Middle Chattahoochee 
Development, and 

Exhibit K (FPC Nos. 2177-19, -20, and -21), Property Detail Map, Middle 
Chattahoochee Development. 

Exhibits J and K were accompanied by an Exhibit F. However, the latter 
exhibit needs no Commission approval. 

The effect of approval of Exhibits J and K is to fix the project area and 
boundaries for the project. No lands of the United States are involved. 
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The Commission finds: 


The above-described project exhibits conform to the Commission’s rules and 
regulations and should be approved as part of the license for the project. 


The Commission orders: 


The above-described project exhibits are approved as part of the license for 
Project No. 2177. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


IOWA POWER & LIGHT COMPANY, DOCKET NO. E-6841 


SUPPLEMENTAL ORDER AMENDING ORDER AUTHORIZING THE ISSUANCE OF PROMISSORY 
NOTES 


(Issued February 17, 1960) 


By order issued October 9, 1958, 20 FPC 473, in above-entitled matter, the 
Commission, pursuant to Section 204 of the Federal Power Act, authorized Iowa 
Power and Light Company (Applicant) to issue not to exceed $10,000,000, aggre- 
gate principal amount of Promissory Notes, outstanding at any one time, upon 
the terms and conditions set forth in that order, which included, among others, 
the requirement in Paragraph (B) that the final date for maturity of all Notes 
to be issued pursuant thereto be not later than June 30, 1959. By a supplemental 
order issued on June 5, 1959, the Commission extended the final maturity date 
of the Notes to March 31, 1960. Since then Applicant has issued new and re- 
newal Notes from time to time and its latest report of issuance indicates that 
Notes in the total amount of $8,485,000 are outstanding. 

On January 11, 1960, by letter dated January 5, 1960, Applicant filed a request 
that the final date for maturity of all Notes be further extended to September 
30, 1960. Applicant stated in its original application that the purpose of the 
issuance of the Notes was to provide interim financing of Applicant’s construc- 
tion program through short-term borrowings from commercial banking institu- 
tions, pending permanent financing, at which time the Notes were to be repaid. 
Applicant now states that it considers that it will be to its advantage to delay 
its permanent financing to a time subsequent to March 31, 1960, thus insuring 
flexibility in choosing the appropriate time for undertaking the issuance of per- 
manent securities. 

By its amendment, Applicant seeks no other change in the authorization issued 
in this matter. 


The Commission finds: 


Good cause has been shown and it is necessary and appropriate for the pur- 
poses of the Federal Power Act that Paragraphs (A) and (B) of the Commis- 
sion’s order issued October 9, 1958, be modified as hereinafter provided. 


The Commission orders: 


(A) Paragraphs (A) and (B) of the Commission’s order issued October 9, 
1958, in the above docket are hereby amended to read, as follows: 

(A) The proposed issuance of Promissory Notes by Applicant, in an 
aggregate principal amount of not to exceed $10,000,000 at any one time 
outstanding, upon the terms and conditions, and for the purposes set forth 
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in its applications as originally filed September 5, 1958, and as amended 
April 13, 1959, and January 11, 1960, is hereby authorized, subject to the 
provisions of this order. 
(B) This authorization is expressly conditioned upon the final maturity 
of all Notes to be issued pursuant hereto being not later than September 30, 
1960. 
(B) All other terms and conditions, as set forth in Paragraphs (C) and (D) 
of the aforesaid Commission order issued October 9, 1958, will remain in full 
force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


MORGAN MINERALS CORPORATION, DOCKET NO. G—-19878 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDING 
(Issued February 17, 1960) 


On October 1, 1959, Morgan Minerals Corporation (Morgan) tendered for 
filing Supplement No. 5 to its FPC Gas Rate Schedule No. 3 proposing to increase 
its rates from 12.12268¢ per Mcf to 15.0952¢ per Mcf for jurisdictional sales to 
Tennessee Gas Transmission Company (Tennessee) from the Morgan Field, 
San Patricio County, Texas. By order issued October 23, 1959, the Commission 
suspended the proposed increased rate until April 1, 1960, and until such further 
time as it is made effective in the manner prescribed by the Natural Gas Act. 

On January 18, 1960, Morgan filed an Offer of Settlement pursuant to Section 
1.18(e) of the Commission’s Rules of Practice and Procedure. 

In its Offer of Settlement, Morgan proposes that, in consideration for terminat- 
ing suspension proceedings in this docket and allowing a rate of 14.6¢ per Mef to 
become effective without suspension, it will agree to eliminate from its contract 
with Tennessee the favored-nation and price-redetermination clauses and sub- 
stitute therefor a 1.0¢ per Mcf periodic escalation increase in November 1964 
and November 1969. In addition, Morgan states that upon acceptance by the 
Commission of its Offer of Settlement, it will submit a supplement to its rate 
schedule superseding the aforesaid Supplement No. 5, which would set forth 
a price of 14.6¢ per Mcf in lieu of the rate suspended in the aforesaid Supplement 
No. 5. 

In support of its Offer of Settlement, Morgan states that the favored-nation 
and price-redetermination provisions of the contract were important elements of 
consideration required by the seller for the long-term commitment of its gas 
reserves. These provisions provided the seller with the means of protecting 
itself against inflation and receiving a price approximating the current value 
of its gas during the term of the contract. Morgan further states that the pro- 
posed settlement of 14.6¢ per Mcf is in line with prices provided for in settlement 
offers which have been approved by the Commission and is below recently nego- 
tiated contract prices for gas produced in the same area. 

Tennessee has concurred in the Offer of Settlement and has agreed in the 
event the offer is accepted by the Commission to make the necessary contract 
changes or amendments provided for in the offer. None of Tennessee’s customers 
has petitioned to intervene in this proceeding or indicated to the Commission 
any opposition to the Offer of Settlement. 

In our judgment, settlement of this case in accordance with the Offer of 
Settlement is desirable in the public interest and appropriate to carry out the 
provisions of the Natural Gas Act. Morgan is proposing to eliminate its favored- 
nation and redetermination clauses in its contract with Tennessee and to waive 
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all its future right and benefits thereunder and to substitute therefor a periodic 
1.0¢ per Mcf escalation in November 1964 and November 1969. 

The proposed Offer of Settlement would be beneficial to the public and 
advantageous to all concerned by relieving the Commission, the producers and 
Tennessee, as well as customer companies of the time and expense which might 
be necessary to the conduct of a formal hearing in such a rate case as might 
otherwise arise under these clauses. The resulting stability and gas costs 
would be welcome to all segments of the natural gas industry. Furthermore, 
freeing the Commission from the need of considering such proposed increases 
would enable it to concentrate its efforts on other rate cases and other matters 
having possibly more serious consequences for the public and the consumer. 

However, it should be made clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Morgan under the periodic escalation provisions or otherwise. 


The Commission finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Morgan with the 
Commission on January 18, 1960, and in the Appendix* to this order, is in the 
public interest and appropriate to carry out the provisions of the Natural Gas 
Act and should be approved by the Commission and made effective as herein- 
after ordered. 


The Commission orders: 

(A) The Offer of Settlement filed by Morgan on January 18, 1960, is hereby 
approved in accordance with the provisions of this order. 

(B) In accordance with the Offer of Settlement and the Appendix attached 
hereto, Morgan shall, within thirty days of the date of this order, execute with 
Tennessee an amendment to their Gas Purchase Contract as presently con- 
tained in Morgan’s FPC Gas Rate Schedule No. 3. 

(C) Morgan shall, within 30 days from the date of issuance of this order, 
file with the Commission as supplement to its FPC Gas Rate Schedule No. 3, 
under part 154 of the Commission’s Regulations under the Natural Gas Act, 
the executed agreement with Tennessee required by Paragraph (B) above. 

(D) Morgan shall within thirty days from the date of issuance of this order 
tender a proposed change in rate and charge under Part 154 of the Commis- 
sion’s Regulations, from 12.12268¢ per Mcf to 14.6¢ per Mcf, as provided in the 
Offer of Settlement, as a supplement to its FPC Gas Rate Schedule No. 3, 
superseding Supplement No. 5. 

(E) The proposed increased rate and charge to be tendered by Morgan in 
accordance with Paragraph (D) above is hereby permitted to become effective 
as of the date of issuance of this order and the proceeding in Docket No. 
G-19878 is hereby terminated: Provided, however, that Morgan make a satis- 
factory filing in accordance with Paragraphs (C) and (D) above. 

(F) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings, which are presently 
being heard, or in any other proceeding now pending or hereinafter instituted 
by or against Morgan. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411). 


*Omitted in printing. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PACIFIC NORTHWEST PIPELINE CORPORATION, DOCKET NO. G-13018 ; 
EL PASO NATURAL GAS COMPANY, DOCKET NO. G-13019 


ORDER DENYING PETITION FOR REHEARING AND STAY 
(Issued February 17, 1960) 


By petition filed January 20, 1960, the State of California pursuant to Section 
19(a) of the Natural Gas Act has applied for rehearing and stay of the Com- 
mission’s order issued December 23, 1959, 22 FPC 1091, authorizing the merger 
of Pacific Northwest with El Paso Natural Gas Company. For the reasons set 
forth below we are denying the petition for rehearing and stay. 

California contends that the decision ignores questions of the economic im- 
pact of the merger by which it means “no more than the question of cost alloca- 
tion and rates.” It says the decision is in error in failing to appraise the 
merger in terms of its effect upon the allocation of costs of the Pacific North- 
west System with reference to the merged corporation. What California fears, 
of course, is that the supposed higher costs of the Pacific Northwest System 
will be shifted so as to result in higher rates to El Paso’s California customers. 

Contrary to California’s contentions we did not ignore the matter of alloca- 
tions and rates. We noted certain savings that would tend to lower rates, but 
we concluded, as did the presiding examiner, that the question of the rates to 
be charged by the merged company was not before us. We were not presented 
with an initial rate or a changed rate, for El Paso stated that it did not propose 
to make any change in its own tariff or rates, except rate schedules which 
apply to sales or exchanges between El Paso and Pacific, for such rate sched- 
ules will not be needed after the merger. The legal transaction by which the 
assets of the two corporations come to be held by one corporation would not, 
of course, in itself shift costs or raise rates. The problem before us was thus 
different from that presented by the CATCO case’ cited by California. There 
as in many certificate cases, an initial price for a new supply of gas was sub- 
mitted to us and the Court laid down certain rules as to how this initial price 
should be appraised in the light of the public convenience and necessity. 

We understood, as can be seen from our prior order, that El Paso’s operations 
would be changed as a result of the merger. In fact, we approved the merger 
because, among other advantages, we believed that it would make available to 
El Paso additional supplies of gas and increased flexibility of operations. These 
are physical results that are not part of the merger transaction itself, al- 
though the merger would encourage and assist in bringing them about. Approval 
of the merger transaction was justified because of the advantages which would 
flow from it, so that it was not necessary to determine the allocation of costs on 
the combined system at the time of approving the merger. 

Although not a direct result of the merger transaction, shifts in cost or changes 
in rates might or might not come about as a result of the physical changes. 
However, the exact effect of the changed operations on allocation of costs to 
the several customers of the combined system has not been shown nor could 
it be shown at this time. That question will be considered if it comes before us, 
for example, upon the filing of new rates by El Paso. We shall then necessarily 
have to make an allocation, and we shall do so in a manner to distribute fairly 
the costs of the combined system. We may say further that in making such an 





1 Atlantic Refining Oo. v. P.8.C., 360 U.S. 878. 
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allocation we will not be bound rigidly by a preconceived method. That is we 
shall not uncritically permit costs to follow methods of operation that we believe 
would unfairly and unnecessarily shift costs from one group of customers to 
another. 

To assist us in any future proceedings and as a result of requests made by 
El Paso’s California customers, we provided in our order that El Paso should 
maintain supplemental accounts designed to show the costs separately for 
various segments of the Pacific Northwest System and separately for the 
former El Paso System and the former Pacific Northwest System. In this way 
all parties to the proceeding and this Commission would have more easily avail- 
able some of the necessary data on which to base a just allocation of costs and 
rate determination. 

California further contends that in disposing of the antitrust issue the Com- 
mission improperly took official notice of other proceedings and official notice 
that the other proceedings were competitive with respect to sales of gas in 
California so as to cure any violation of the Clayton Act resulting from the 
merger. These other proceedings relate to the applications of Transwestern 
Pipeline Company to which we granted a certificate on August 10, 1959, 22 FPC 
391, and Pacific Gas Transmission Company in Docket No. G—17350. 

In the first place California is not correct in asserting that it was necessary 
for us to take official notice of these proceedings. The Transwestern and 
Pacific Gas Transmission applications were described at some length in the 
testimony and other evidence in the present proceeding. For instance, Exhibit 
1, which is a relief map of the western part of the United States shows Trans- 
western’s proposed pipeline extending from the Permian Basin parallel to the 
route followed by El Paso’s pipeline to Topock, Arizona, on the California 
border where delivery is to be made by both pipelines to the California customers. 
The same exhibit shows the proposed pipeline of Pacific Gas Transmission ex- 
tending from Kingsgate on the Canadian border to Klamath Falls on the Cali- 
fornia border where connection is made with proposed facilities of Pacific Gas 
and Electric Company extending, as the map shows, to the San Francisco area. 
In view of these proposals discussed and set forth in the evidence there was 
ample support for our finding with respect to competition for the California 
market. These proposals show that there was an intention to compete for the 
California market even without any possible competition on the part of Pacific 
Northwest. 

We did take official notice of our own order granting a certificate to Trans- 
western. We were, of course, privileged to do this, and no objection was made or 
could be made that this was not a true fact. As has been said, “due process 
deals with matters of substance and is not to be trivialized by formal objections 
that have no substantial bearing on the ultimate rights of parties.” Market 
Street R. Co. v. Comm’n., 324 U.S. 548, 562. 

Having shown that there was an intent to compete for the California gas 
market we have satisfied the requirement that we consider the national policy 
against monopoly before granting a certificate of public convenience and neces- 
sity. City of Pittsburgh v. F.P.C., 237 F. 2d 741 (CADC). We were not 
authorized to determine whether the transaction violated the Clayton Act or any 
other antitrust laws. 


2It should be noted that with respect to this contention California is under a fatal 
procedural disability. It did not raise the point in its exceptions to the decision of the 
presiding examiner who also discussed the same proceedings, so that under our Rules, 
Section 1.31(c), it was precluded from raising the point in its petition for rehearing State 
of Wisconsin v. F.P.C., 201 F. 2d 188 (CADC), certiorari denied 345 U.S. 934. 
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California further contends that we failed to give proper consideration to 
the record before us in this proceeding. We need only point out that this 
proceeding included all of the normal steps in administrative proceedings before 
us. There were 23 days of hearing in which counsel for California actively 
participated; briefs were filed; the intermediate decision procedure was not 
waived as in some cases where there is an alleged need to save time, and the 
presiding examiner issued a decision of 62 pages on November 20, 1959. After the 
filing of exceptions and oral argument on December 10, 1959, in which counsel for 
California participated, we issued our order on December 23, 1959, adopting 
the presiding examiner’s decision with modifications. In our opinion thirteen 
days was sufficient time for us to reach a decision after final submittal. In the 
Houston Texas case* it was necessary to issue our decision before the end of the 
year and we did so seven days after oral argument upon a much longer record 
than in this proceeding. On review the court said : * 

It is not for the courts, short of flagrant extremes, to tell the administrative 
agencies how long they must ponder before coming to a decision. 

In the present case we issued our decision promptly because it was alleged 
that if the merger took place before the end of the year taxes would be saved. 
Furthermore, we were impressed with the benefits to be derived from the 
merger and were of the opinion that unnecessary delay in the issuance of our 
decision would not be justified. Because of these same considerations we did 
not grant the stay requested by California’s telegram of December 16, 1956, 
nor will we grant the stay requested by it in connection with its petition for 
rehearing. 

The Commission finds: 

The assignments of error and grounds for rehearing in the above application 
for rehearing set forth no new facts or principles of law which were not fully 
considered by the Commission when it issued its order December 23, 1959, 
or which having now been considered warrant any change or modification of 
said order. Such specifications of error, contentions and arguments contained 
in the above application for rehearing as are not specifically disposed of in the 
foregoing are without reasonable basis in law, or are immaterial to the correct 
decision of this case, and should be denied. 


The Commission orders: 
The above application for rehearing and stay is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G—19780 
ORDER AFFIRMING RULING OF PRESIDING EXAMINER 
(Issued February 17, 1960) 


Pursuant to Section 1.27(b) (8) of the Rules of Practice and Procedure, the 
examiner presiding at the hearing in this proceeding has certified for the 
Commission’s consideration and disposition the issue discussed infra. 

On September 10, 1959, Panhandle Eastern Pipeline Company (Panhandle) 
filed revised tariff sheets, proposing an annual increase in its rates of approxi- 


® Houston Texas Gas & Oil Corporation, 16 FPC 118. 
“Florida Economic Advisory Council v. F.P.C., 251 F. 24 648 (CADC), certiorari de- 
nied, 356 U.S. 959. 
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mately $8,653,700 over rates presently in effect subject to refund. Pursuant 
to its powers under Section 4 of the Natural Gas Act, the Commission, by order 
issued October 23, 1959, provided that a hearing be held concerning the 
lawfulness of the rates, charges, classifications and services contained in 
Panhandle’s FPC Gas Tariff as proposed to be revised, and suspended the 
proposed increased rates until March 26, 1960, and until such further time as 
they may be made effective in the manner prescribed by the Natural Gas Act. 

After proper notice, hearing commenced on January 5, 1960, and recessed on 
January 8, 1960. At this hearing, Panhandle presented its case-in-chief. 

After presenting part of its case, Panhandle attempted to present testimony 
through three witnesses, identified as Messrs. G. A. Scott, G. V. T. Burgess, and 
Donald A. Robertson, and it tendered three related exhibits, numbered 9, 10, and 
11 for identification. The designated and stated ultimate purpose of this proposed 
evidence was to show in this record: (a) “the estimated replacement cost of 
Panhandle’s gas plant in service’;* (b) “the average replacement cost” of Pan- 
handle’s gas plant in service; (c) “the average accrued depreciation” in Pan- 
handle’s gas plant; and (d) the “total average net replacement cost” of 
Panhandle’s “interstate pipeline property.” Upon timely objection by Commis- 
sion staff counsel, the presiding examiner sustained the objection and excluded 
from the record such proffered testimony and exhibits. Panhandle, thereafter, 
submitted an extensive offer of proof on the record in respect to the tendered 
and excluded evidence. The issue of the propriety of excluding such tendered 
evidence was then certified to the Commission by the-presiding examiner pursuant 
to the provisions of Section 1.27(b) (8) of our Rules of Practice and Procedure. 

We find that the exclusion from the record in this proceeding of the proffered 
testimony and exhibits in respect to the utilization of the “replacement cost” 
method of evaluating the rate base was proper. Approximately the same ob- 
jections which have been applicable historically to the use of the reproduction 
cost method of determining the rate base are applicable to the proposed “replace- 
ment cost” method of evaluation. Both utilize a method involving estimated 
present or current value of present property, and, in essence, constitute a mode 
of trending original capital investment. The “replacement cost” and reproduc- 
tion cost methods represent substantial departure from the historical or original 
cost method of rate-base determination. 

The Supreme Court announced in F.P.C. v. Natural Gas Pipeline Company of 
America, 315 U.S. 575, and F.P.C. v. Hope Natural Gas Company, 320 U.S. 591, 
that so-called “fair value” methods of fixing a rate base are not required to be 
given consideration by this Commission in the exercise of its rate-making func- 
tions. The cases were decided over 15 years ago and there has been no decision 
since their issuance which varies the principles enunciated therein. Nor has 
this Commission since found any reason to change its view so as to permit “fair 
value” methods to be given consideration. The Commission consistently has 
given no credence to such a theory. 


The Commission finds: 


The proposed testimony of G. A. Scott, G. V. T. Burgess, and Donald A. 
Robertson and proposed exhibits identified as Nos. 9, 10, and 11, relative to the 


1It is stated by Panhandle that: 

Replacement cost may be defined as the cost of constructing the existing property 
under current conditions and cost levels. This is not in every respect an exact re- 
production of the original property, as it would be impracticable to simulate the 
original construction conditions or type of all equipment. Improvements in the 
related arts of construction methods and equipment were taken into account and 
accorded proper weight. 
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utilization of the “replacement cost” method of rate-base determination, were 
properly rejected. 


The Commission orders: 


The presiding examiner’s ruling excluding the proposed testimony of G. A. 
Scott, G. V. T. Burgess, and Donald A. Robertson and proposed exhibits identified 
as Nos. 9, 10, and 11 is hereby affirmed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G-—19780 
ORDER DENYING REHEARING OF ORDER DENYING INTERVENTION 
(Issued February 17, 1960) 


By order issued December 24, 1959, the Commission denied petitions to inter- 
vene in this proceeding filed by City of Detroit (Detroit) and County of Wayne 
(Wayne) on November 27, 1959 and November 17, 1959, respectively. On Decem- 
ber 7, 1959, Panhandle Eastern Pipe Line Company (Panhandle) filed its answers 
and objections to Detroit’s and Wayne's petitions. Detroit and Wayne on Janu- 
ary 18, 1960 and January 22, 1960, respectively, filed applications for rehearing 
of the above order denying intervention. 

Detroit’s application for rehearing presents the same contentions as set forth 
in its petition to intervene. The Commission in its order of December 24, 1959, 
based its denial of Detroit’s petition upon the fact, inter alia, that Panhandle had 
been granted authorization in the proceeding in Docket No. G-11061 to abandon 
service to Michigan Consolidated Gas Company, the sole distributor of gas in the 
Detroit area. Detroit avers that because the abandonment order in Docket No. 
G-11061 has been appealed to the United States Court of Appeals for the District 
of Columbia and therefore may be reversed, Detroit and its customers may be 
returned to the position of being a consumer of Panhandle’s gas. This contention 
is without merit, for not only is the Commission’s order the presently existent 
final order, but also it is highly conjectural that the Court would reverse the 
Commission’s position. The Commission cannot permit intervention upon such 
contingencies. 

Detroit further avers that the decision of issues to be decided in this proceeding 
would prejudice the decision of similar issues in Docket Nos. G—14755, G—2506, 
and G—1116, wherein Detroit has been permitted to intervene. Thus, Detroit con- 
tends it should be permitted to intervene here to protect its rights in the prior 
proceedings. The proceedings in Docket Nos. G—14755, 2506, and G—1116 con- 
cerned rates for sales in a period when gas supplied by Panhandle was resold 
to consumers in the City of Detroit. However, the increased rates involved in 
this instant proceeding in Docket No. G-19780 cannot be charged by Panhandle 
for sales made prior to March 26, 1960, approximately six months after the 

abandonment by Panhandle of service for the Detroit area. 

The provisions of the Commission’s order of December 24, 1959, denying 
Detroit’s petition to intervene are equally applicable here. In particular we 
stated : 

It is concluded that the petition of the City of Detroit for leave to inter- 

vene in this proceeding should also be denied. By order issued December 19, 

1958, in the proceedings in Docket No. G-11061, Panhandle was permitted to 
abandon service to Michigan Consolidated and any facilities used to effect 
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such service on March 15, 1959. In the order issued July 16, 1959, In the 
Matters of American Louisiana Pipe Line Company, et al., Docket Nos. 
G-—10396, et al., the Commission found that the County of Wayne, Michigan, 
which includes the City of Detroit, “has no proper interest in the disposition 
of Panhandle’s gas made available by the abandonment proceeding any more 
than has Michigan Consolidated or other members of the American Natural 
System, whom we said were not proper parties to the proceedings relating 
to the disposition of Panhandle’s gas.” Accordingly, it follows that Detroit 
has no proper interest in the rates to be made applicable to such gas which 
has been allocated by Panhandle to other customers as a result of the aban- 
donment proceeding. 

Wayne's application for rehearing presents a number of contentions for the 
Commission’s consideration. Wayne's alleged interest in this proceeding arises 
under the circumstances that Panhandle supplies natural gas to Michigan Gas 
Storage Company (Storage Company) which in turn supplies gas to Consumers 
Power Company (Consumers). Consumers in turn supplies gas to users in the 
County of Wayne. 

First, Wayne contends that as a consumer of Panhandle’s gas, it is entitled 
to intervene. However, Wayne is in no better position to intervene on such a 
basis than any household consumer, and such an interest is not one to be “directly 
affected” under the requisites of intervention contained in Section 1.8(b) of the 
Commission’s Rules of Practice and Procedure. Further, as shown infra and 
as required by Section 1.8(b), there has been no showing that Wayne “is not 
adequately represented by existing parties.” 

Wayne also contends that as representative of residents of Wayne County, it 
is entitled to intervene. This ignores the reasoning and effect of County of 
Wayne v. Michigan Public Service Commission, 343 Mich. 144, 72 N.W. 2d 109 
(1955), wherein the Court held that Wayne has no power or authority to repre- 
sent gas users and rate payers in utility matters. Wayne contends that inter- 
vention in this proceeding is not to be determined by Michigan law, but rather 
is to be determined under the provisions of the Natural Gas Act. Though this 
may be the case, it begs the issue on this contention which is whether Wayne 
possesses an interest which may be “directly affected’’ under Section 1.8 of the 
Commission’s Rule applicable to interventions. To determine the extent of 
Wayne's interest, the Commission looks to many factors, including the direct- 
ness of Wayne’s relationship with Panhandle and Wayne’s authority to represent 
the residents of the County of Wayne. The Supreme Court of the State of 
Michigan has held that in utility matters the power or authority to represent 
its residents rests not in Wayne, but in cities, townships, and villages. Wayne's 
powers, authorities and actual existence are dependent upon the laws of Michi- 
gan, and its interest in the proceeding is dependent upon such laws. 

To intervene, Wayne must show not only an interest to be “directly affected,” 
but also an interest “not adequately represented by existing parties” to the pro- 
ceeding (Rule 1.8(b)). Wayne contends that the Michigan Public Service Com- 
mission (MPSC) and Storage Company do not adequately represent its interest. 
In respect to MPSC, Wayne points out that in the proceedings in Docket No. 
G-1116, Wayne appealed the Commission’s decision to the courts while MPSC 
took no appeal. This is of little significance for it is not known whether MPSC 
did not take an appeal because of prior knowledge that Wayne was to appeal. 
Irrespective of this, a party may be “adequately represented” if the interests 
of the present party are akin to the interest of one who seeks to intervene, 
regardless of whether both parties would present their cases in exactly the same 
manner. Here, MPSC will be protecting the interests of Michigan consumers, 
including the residents of Wayne County. 
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In respect to the Storage Company, Wayne contends that it does not “ade- 
quately represent” Wayne because Panhandle allegedly owns 25 percent interest 
in Storage Company; therefore, Wayne concludes, Storage Company will not 
protect its consumers to the detriment of Panhandle. In effect, Wayne asks the 
Commission to assume that Storage Company will act unlawfully in not ful- 
filling its fiduciary duties to all of its shareholders, its creditors, and to its 
consumers and that Storage Company will act to the detriment of all such in- 
terests for the financial benefit of Panhandle. The Commission cannot and does 
not assume that Storage Company will act unlawfully, but rather assumes it 
will protect equally all of its respective interests. Thus it is concluded that 
the presence of Storage Company, as a purchaser from Panhandle and as a 
supplier to Consumers, adequately protects and is representative of Wayne. 

Wayne also contends that since in Michigan Consolidated Gas Company v. 
F.P.C., 246 F. 2d 904 (CA3), cert. denied 355 U.S. 894, it was permitted to file 
a brief amicus curiae over objections by Panhandle similar to here, Wayne’s 
petition to intervene should have been granted. However, to permit filing of a 
brief amicus curiae and to intervene in this proceeding are two different matters. 
The administrative burdens imposed upon the Commission by the presence of 
unnecessary intervenors may substantially exceed any burden placed upon a 
court by permitting a brief amicus curiae to be filed. Permission to file a brief 
amicus curiae is a matter solely within the province of the Court and is not 
controlling as to the application here concerned. 

Wayne further contends that since under Sections 5(a) and 2(38) of the Nat- 
ural Gas Act a county is empowered “to initiate” a Section 5(a) rate proceeding, 
ipso facto Wayne should be authorized to intervene in a Section 4(e) rate pro- 
ceeding. The answer to this contention is simply that the Natural Gas Act and 
the Commission’s rules and regulations thereunder do not state or infer that a 
county which may file a complaint under Section 5(a) can, by that reason, 
intervene in a Section 4(e) proceeding. 

Wayne contends also that it should be permitted to intervene in this pro- 
ceeding because intervention was granted by the Commission in Panhandle 
Eastern Pipe Line Company, Docket Nos. G—10699, et al., a proceeding averred 
to be similar to this proceeding. Wayne failed to point out that there, unlike 
here, it was not adequately represented by existing parties. Here, both MPSC 
and Storage Company adequately represent Wayne which was not the case in 
the proceeding cited. Other proceedings cited by Wayne for analogy are like 
wise distinguishable on this basis or under the reasoning applicable to the 
County of Wayne case, supra. 


The Commission finds: 


(1) The application for rehearing of the Commission’s order of December 24, 
1959, denying intervention, filed by the County of Wayne and the City of Detroit 
set forth no new facts or principles of law which were not fully considered by 
the Commission when it issued its order of December 24, 1959, denying inter- 
vention, or which now having been considered warrant any change or modifica- 
tion of said order. 

(2) For the reasons previously set forth herein, Detroit’s and Wayne’s appli- 
cations to intervene in this proceeding should be denied. 


The Commission orders: 


The applications of the County of Wayne and the City of Detroit for rehearing 
of the Commission’s order denying intervention in this proceeding are each 
hereby denied. 

Commissioners Connole and Kline dissenting. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PLACER COUNTY WATER AGENCY, PROJECT NO. 2079 
ORDER MODIFYING ORDER ISSUING PRELIMINARY PERMIT 
(Issued February 17, 1960) 


In our order issued December 15, 1959, 22 FPC 1044, issuing a preliminary 
permit to Placer County Water Agency, of Auburn, California, we recited, among 
other things, that an Assistant Secretary of the Interior had reported favorably 
on the application for preliminary permit as amended. 

Upon review of the Assistant Secretary’s report, it would appear that our 
characterization thereof as being favorable is not accurate. While the Assistant 
Secretary did point out several matters requiring consideration before a license 
should issue, we believe it more accurate to say that he has taken no position, 
either “favorable” or “unfavorable” with respect to the amended application for 
preliminary permit. 


The Commission orders: 


The first full paragraph appearing on page 1045 of our order issued in this 
matter on December 15, 1959, is modified by eliminating therefrom the word 
“favorably” appearing in the third line. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


P. R. RUTHERFORD, ET AL., DOCKET NO. G—10922 
ORDER REVERSING EXAMINER’S DECISION 
(Issued February 17, 1960) 


On September 22, 1959, the presiding examiner issued an initial decision in 
the above-entitled proceeding which would deny an application by P. R. Ruther- 
ford, et al. (Rutherford), under Section 7(b) of the Natural Gas Act for per- 
mission to abandon the interstate sale of gas to United Gas Pipe Line Company 
(United). The sale is of gas from leases dedicated to United in the Huff and 
Fagan Fields in Refugio County, Texas. The contract between Rutherford 
and United was terminated in August of 1956 and no deliveries have been made 
to United since April 1957. The price for the sale at the time the last delivery 
was made was 4.7¢ per Mcf. 

The record shows that Rutherford entered into a contract to sell gas to 
United in 1946 with a provision for terminating the contract after ten years. 
As United was taking only a small amount of the gas available Rutherford 
contracted with Industrial Gas Supply Company (Industrial) in 1951 to sell 
all of the gas to Industrial which United did not take. This contract also 
provided that Rutherford should terminate its contract with United in 1956 
and thereafter sell all of its gas to Industrial. Pursuant to the Commission 
asserting jurisdiction over producers in 1954, Rutherford applied for a certifi- 
cate of public convenience and necessity for the sale to United on November 
29, 1954. This certificate was granted in Docket No. G—6603 on February 10, 
1958. Rutherford filed its abandonment application on August 13, 1956, and 
supplemented the application on April 17, 1959. 
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Hearings were held before the examiner on May 4 and 8, 1959. Thereafter 
the examiner, consistent with staff counsel’s recommendation, denied the ap- 
plication for abandonment on the ground that the present and future public 
convenience and necessity does not permit such abandonment. 

The examiner based his denial on several factors. First, he found that 
Rutherford had abandoned the sale in violation of the Natural Gas Act and 
was now attempting to take advantage of its own violation. Second, he found 
that the abandonment was for the purpose of obtaining higher prices for the 
sale of gas and avoiding Commission jurisdiction over its prices. Third, the 
examiner found that allowing the abandonment by Rutherford would set a 
bad precedent for other producers selling to United in these fields, who might 
also seek intrastate purchasers at higher prices. The examiner also noted 
that United’s gathering facilities would become useless and that Rutherford 
had not shown clearly that United did not need this gas. 

Exceptions to the examiner’s decision have been filed by Industrial and 
Rutherford. Both contend that there was no attempt to avoid the provisions of 
the Natural Gas Act or obtain higher prices as found by the examiner. They 
also contend that absent United’s participation in the case, Rutherford made 
the strongest showing possible of United’s lack of need for the gas and Indus- 
trial’s much greater need. 

Based on the evidence of record, the parties’ briefs, the examiner’s decision 
and the exceptions thereto, we are of the opinion that Rutherford has made a 
sufficient showing that the public convenience and necessity permit the pro- 
posed abandonment and that the examiner’s decision should be reversed. 

It appears that after Rutherford terminated its contract with United, it con- 
tinued to comply with the Act by serving United’s small demands until April 
1957 and that no demands have been made by United since that time. The 
fact that Rutherford did serve United after the contract was terminated is 
evidence that Rutherford did not intend to violate the Act by abandoning the 
sale without authorization, but rather has tried to follow a course of complying 
with its contractual obligations without violating the Act. United’s facilities 
are still connected to Rutherford’s wells and there was no conclusive showing 
that Rutherford would have violated the Act by refusing service to United 
had United made a demand upon Rutherford for gas after 1957. In view of 
the contract with Industrial, Rutherford could not be expected to insist that 
United take its gas. 

Thus we cannot agree with the examiner that Rutherford is attempting to 
take advantage of its own wrongdoing. We are also of the opinion that the 
evidence does not support the finding that the main purpose of this abandonment 
is to obtain higher rates. The 814 cents per Mcf which Industrial is presently 
paying for Rutherford’s gas is somewhat below the present prices for interstate 
sales from this area. It is also the result of a contract made in 1951 when neither 
party believed the sale to United was subject to our jurisdiction and Rutherford 
had no reason to search for a way to obtain a higher price which would not be 
subject to our scrutiny. What the evidence does show is that Rutherford made 
this contract at a time when it needed a new market because of United’s 
failure to take the available amounts of gas. 

Where there is no evidence at all that a contract was made as a subterfuge 
to circumvent the provisions of the Act, we should give some consideration to 
the contractural provisions and the parties who executed the contract in all good 
faith. If the terms of the contract appear to be consistent with the requirements 
of the present or future public convenience and necessity, then we feel we should 
honor its terms unless some showing is made that the terms are in fact 
contrary to the public interest. 
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Industrial serves household, commercial and industrial consumers of gas 
within the State of Texas. The evidence shows that Industrial has gas reserves 
sufficient to meet its needs for six or seven years. The Rutherford gas comprises 
approximately 15 percent of these reserves, or about one year’s supply. Industrial 
has expended considerable sums for facilities to receive this gas in reliance 
upon the contract.’ Clearly, Industrial has shown a substantial need for the 
gas. The fact that Industrial is an intrastate pipeline serving customers in 
Texas only does not preclude it from showing that its sale of gas is in the 
public interest. 

It is urged by staff that since the burden of proof is upon the applicant to 
prove every part of its case that the abandonment must be denied for the 
reason that the lack of need for this gas by United is an essential part of 
applicant’s case, and that applicant has failed to prove this fact. 

In our opinion, the lack of need for the gas is not an essential element of 
every abandonment case although it is one of the important factors to be 
considered in determining if the public convenience and necessity permits 
abandonment. Furthermore, we believe that the record here clearly establishes 
a lack of need for the gas upon the part of United. The record shows that the 
gas here involved comprises less than one-tenth of 1% of United’s supply, 
and that throughout the life of the contract United has never taken gas in 
substantial amounts considering how much was available and has not taken 
any gas for a period of more than two years. These facts, together with the 
inference to be drawn from the failure of United to participate in these pro- 
ceedings although properly served, and the lack of any evidence to the contrary * 
are clearly sufficient to sustain a finding that this gas is not essential to the 
United system. We feel it would impose an unnecessary and unreasonable 
burden upon applicant to require it to prove in detail the gas requirements of 
United’s system in this case. 

Rutherford, in addition to its exceptions, filed a motion for oral argument 
before the Commission. In light of our decision to reverse the examiner in this 
ease, there is no necessity for hearing oral argument and we will deny the 
motion. 


The Commission further finds: 


(1) Applicants, P. R. Rutherford, et al., are natural gas companies within 
the meaning of the Natural Gas Act and are subject to the jurisdiction of the 
Commission as heretofore found by the Commission. 

(2) The sale of natural gas proposed to be abandoned is subject to the 
jurisdiction of the Commission and abandonment of such sale by Rutherford 
is subject to the requirements of subsection (b) of Section 7 of the Natural 
Gas Act. 

(3) The evidence establishes that the present or future public convenience and 
necessity permit such abandonment and an order permitting and approving 
the abandonment should be issued as hereinafter ordered. 

(4) The decision of the presiding examiner in this proceeding, issued 
September 22, 1959, should be reversed. 





1As was pointed out, United also has facilities connected to receive this gas as well as 
the gas as well as the gas from numerous other producers in these fields. To the extent 
that United's facilities would be rendered useless through authorization of this abandon- 
ment the value of such facilities should be removed from United’s rate base. 

2In our recent decision denying abandonment in the matter of Harper Oil Company, 
Docket No. G—14456, issued October 27, 1959, 22 FPC 756, there was a clear showing 
that the interstate purchaser had a deficiency during peak months in the portion of its 
line served by the applicant for abandonment. 
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(5) The motion requesting oral argument filed by Rutherford on October 19, 
1959, should be denied. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Rutherford of the 
services hereinbefore described, all as more fully described in the application 
in this proceeding, be and the same is hereby granted. 

(B) The decision of the presiding examiner in this proceeding, issued 
September 22, 1959, is hereby reversed. 

(C) Rutherford shall advise the Commission of the date of the abandonment 
within ten days of the date thereof. 

(D) The motion for oral argument filed by Rutherford on October 19, 1959, 
is hereby denied. 

Commissioners Connole and Hussey concurring, filed separate statements. 


CoNNOLE, Commissioner, concurring: 


I concur in this order. There are a few basics, however, on which I think 
my position had best be understood. Accordingly I file this concurrence to make 
plain the basis on which I should grant this application. 

The certificate of public convenience and necessity carries a presumption of 
continuing need for the service on the terms and conditions contained in the 
certificate. The provisions of the Natural Gas Act are necessarily implied 
conditions in the certificate. It matters not whether the certificate is a grand- 
father certificate or one issued pursuant to application made to the Commission. 
There is implied in the grandfather certificate the same continuing need as was 
specifically granted to a Commission-issued certificate. 

The theory is that the enactment of the Natural Gas Act, like the enactment 
of any similar limited-entry statute, took away from a named class of citizens 
(to wit, natural gas companies, as defined) what had theretofore been an unen- 
cumbered right. That right was the right to engage in the natural gas business. 
The same statute then set out the terms and conditions on which the right 
would be restored. These are embraced in the concept of public convenience 
and necessity, or more simply, whether there is a public need for the service. 
Accordingly, before a person or firm may engage in the business of being a natural 
gas company it must show that the public convenience and necessity requires it 
to do so. 

It follows that as long as the public need for the service continues which 
required the issuance of the certificate, the certificate holder bears the burden of 
rendering that service. The reciprocal of this proposition is also evident. As 
long as the person or firm enjoys the privilege of the certificate it is presumed 
that the need continues which required the service in the first place. 

This presumption of need, of course, is rebuttable. The Natural Gas Act 
provides that the obligation to serve no longer rests on the certificate holder 
if it can show that the public convenience and necessity permits the abandon- 
ment, that is to say, if it can show that the need which brought the certificate 
into being no longer exists. 

The evidence in this proceeding shows that this particular grandfather cer- 
tificate authorized a service in accordance with a contract which was never fully 
utilized. Moreover, no use whatsoever has been made of the service authorized 
under the certificate in the last two years despite a willingness and ability 
of the certificate holder to render the service. Dormancy is to be avoided as a 
matter of public policy in certificates of public convenience and necessity. To 
continue the certificate here would create a dormant certificate. Plainly it 
would be a vain act for we cannot compel the pipeline to purchase the gas and 
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the certificate holder cannot be required to sell its gas if the buyer is unwilling 
to buy. 

Accordingly, we should conclude that the need which presumptively required 
the issuance of this certificate and the rendering of the service under it no longer 
exists. We should conclude that therefore the certificate holder is relieved of 
its obligation under the certificate. We should conclude also that the perpetua- 
tion of what would be a dormant certificate is contrary to public policy and that 
therefore the public convenience and necessity permits the abandonment of 
service and requires the cancellation of the certificate. 

Notice that this determination is independent of possible alternate uses for 
the gas. Whether the needs of the present buyer, Industrial, are greater than 
the needs of the buyer to whom the sale was certificated is not material in this 
proceeding and we should make no finding with respect to the effect of such 
comparative needs on an abandonment application. 

Notice, secondly, that we make no finding here what proof would be required 
in the event the pipeline purchaser desired to continue the service which the 
certificated producer sought authority to abandon. The quantum and type of 
proof required to rebut the presumption of need arising out of the existence of 
the certificate and reinforced by the positive requirements of the interstate buyer 
must be the subject of some other proceeding in which such facts exist. It is 
enough that in this case the presumption of need has been conclusively overcome 
by the positive showing made by the applicant. 


Hussey, Commissioner, concurring: 


There is nothing in the Natural Gas Act which states that the needs of the 
interstate market outweigh or are entitled to preference over the needs of the 
intrastate market. Service to intrastate customers can be just as much in 
the public interest as service to interstate customers, and we should not deprive 
the intrastate market of needed gas supplies solely because thereby such gas 
would be exempt from jurisdiction of this Commission. 

In this case, a contract was made in 1946 to sell gas in interstate commerce 
terminable at the end of ten years. The interstate market was not able to 
absorb a sufficient amount of gas to protect the wells from which the gas was 
being produced from drainage by offset producing wells. It therefore became 
necessary for the producers, in order to protect their property from drainage, 
to commit the excess gas to the intrastate market. 

In 1951 (which was prior to the time this Commmision had taken jurisdiction 
over producers under the Phillips’ decision) the producers entered into a con- 
tract by which they agreed to sell to the intrastate market all of the gas not 
taken by the interstate market, which included the excess gas while the interstate 
gas contract was in effect, and all of the gas after the interstate contract was 
terminated in 1956. 

When the interstate contract was canceled in 1956, the producers began 
delivering all of the gas to the intrastate market in compliance with outstanding 
contracts, and made application to abandon the interstate service. At the 
hearing on the application for abandonment there was a showing of a public 
need for the gas in the intrastate market. There was no showing of a public 
need for the gas in the interstate market, and none of the gas had been flowing 
into the interstate market for several years prior to the hearing, and there had 
been no demand or request of producers for any gas for the interstate market 
for at least two years prior to the Examiner’s decision. 

If any presumption existed from the issuance of a certificate of public con- 
venience and necessity that the public convenience and necessity required the 
continuance of this service beyond the termination of the contract, such pre- 
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sumption has been overcome in this case by the facts (1) that during the term 
of the contract United did not take sufficient quantities of gas to protect the 
wells from drainage, and (2) that during the past two years United has taken 
no gas from these wells, and (3) United is making no claim of need of the gas 
in this case. 

Under such circumstances, I think the public convenience and necessity re- 
quires that this gas go to the intrastate market, and any attempt to hold it for 
the interstate market beyond the terms of the interstate contract, absent a 
showing of need by the interstate market, would be merely a bureaucratic 
attempt to retain jurisdiction of the gas, and not a practical effort to satisfy 
the public convenience and necessity. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


UNITED FUEL GAS COMPANY, DOCKET NO. G-—19329 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF FACILITIES 
(Issued February 17, 1960) 


On August 26, 1959, United Fuel Gas Company (Applicant) filed an applica- 
tion in Docket No. G—19329, pursuant to Section 7(b) of the Natural Gas Act, 
for authority to abandon two 350 horsepower compressor units in its Spencer 
Compressor Station and one 600 horsepower compressor unit in its Poca Com- 
pressor Station. All three units are gas engine driven and complete with 
auxiliary equipment and facilities. 

Spencer Compressor Station, in Curtis District, Roane County, West Virginia, 
was initially placed in operation in 1914 using the two 350 horsepower units to 
be abandoned to compress gas produced and purchased in the Roane County 
field for delivery into Applicant’s main interstate system. Applicant states that 
the field is depleted insofar as economical compression and main transmission 
operations are concerned; hence, Applicant seeks abandonment of these two 
units to avoid the unnecessary operating expense. The station will continue to 
compress gas from other sources with 4,500 horsepower that will remain in the 
station. 

The Poca Compressor Station, in Poca District, Kanawha County, West Vir- 
ginia, was initially placed in operation in 1941 using two 600 horsepower units 
to compress produced and purchased gas from the Poca field for delivery into 
Applicant’s main interstate system. Depletion has reached the point where one 
of the 600 horsepower units can compress all of the gas produced from the field. 
Applicant seeks abandonment of one of these two 600 horsepower units to avoid 
the unnecessary operating expense. 

The total estimated reduction in annual operating expense resulting from 
retirement of all three units would be $53,475. 

No customer will be deprived of service by reason of the proposed abandonment. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 4, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 
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The Commission finds: 


(1) Applicant, United Fuel Gas Company, a West Virginia corporation having 
its principal place of business in Charleston, West Virginia, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of March 1, 1944, in Docket No. G-341 (4 FPC 534). 

(2) The facilities to be abandoned, as heretofore described, are subject to the 
jurisdiction of the Commission, and abandonment of such facilities is subject 
to the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment by Applicant, as heretofore described, is permitted by 
the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record. 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Applicant of the 
facilities hereinbefore described, all as more fully described in the application in 
this proceeding, be and the same is hereby granted. 

(B) Applicant shall advise the Commission of the date of the abandonment 
within 10 days of the date thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


DUKE POWER COMPANY, DOCKET NO. E-6919 


SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST AND REFUNDING 
MORTGAGE BONDS 


(Issued February 18, 1960) 


By order issued January 28, 1960, 23 FPC 222, in the above-entitled matter, 
the Commission authorized Duke Power Company (Applicant) to issue and sell 
at competitive bidding $50,000,000, principal amount of First and Refunding 
Mortgage Bonds, Series due 1990, subject, among others, to the provisions as set 
forth in Paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall not 
be consummated until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2(k) (3) of the Commission’s Regulations under the Federal Power 
Act relating to compliance with competitive bidding requirements, and Section 
34.2(k) (4) of those Regulations relating to affiliation, and shall have either filed 
such amendments or shall have mailed them and advised the Commission by 
telephone and telegraph, as contemplated in Section 34.9 of the Regulations; 

(ii) The Commission, by a further order, shall have approved the price to be 
received by Applicant for the proposed issuance of Bonds and the interest rate 
thereof. 

Applicant, on February 18, 1960, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, setting forth, among other 
things, that it proposes to accept, as providing the lowest annual cost of money 
to it, the bid of The First Boston Corporation to purchase the proposed issuance 
of $50,000,000, principal amount of Bonds, for the price of 101.609% of principal 
amount, with an interest rate of 544% per annum. 
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The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Para- 
graph (B) of the Commission’s order issued January 28, 1960, in the above- 
entitled matter; and under the bid it proposes to accept for the Bonds, the price 
to be received by Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance of service by Applicant as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are hereby approved as 
reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as supple- 
mented by the amendment referred to above, are authorized, subject only to the 
provisions of Paragraphs (A), (C), (D), (B), and (F) of the Commission’s 
order issued January 28, 1960, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-16235; PACIFIC 
NORTHWEST PIPELINE CORPORATION, DOCKET NOS. G-16236, 
G-16237; COLORADO INTERSTATE GAS COMPANY, DOCKET NO. 
G-16904; PLATEAU NATURAL GAS COMPANY, DOCKET NO. G-18280; 
PUEBLO GAS & FUEL COMPANY, DOCKET NO. G-19216; PUBLIC 
SERVICE COMPANY OF COLORADO, DOCKET NO. G—19225 


ORDER DENYING MOTION FOR DISQUALIFICATION OF PRESIDING EXAMINER 
(Issued February 18, 1960) 


On February 2, 1960, the Oil Producers Agency of California, Richfield Oil 
Company, Standard Oil Company of California, Golden Bear Oil Co., Lloyd 
Corporation, Ltd., National Oil Company, Thornbury & Geis, Mt. Diablo Co., 
Bonmac Oil Company, Marco Oil Company, Atlas Royalties, Inc., McGreghar 
Land Company, Petroleum Supply Company, and Frank Goldman, all of Cali- 
fornia and interveners in the above-entitled proceedings, filed by their attorney 
a request (which we treat as a motion) for disqualification of the presiding 
examiner in the proceedings. They alleged that among the important issues 
in these proceedings are the need by El Paso’s southern California customers 
of the additional gas involved in the proceedings and the marketability of the 
additional gas in southern California ; that on those issues said interveners take 
a position adverse to the applicants; that at the opening of the hearing the pre- 
siding examiner made certain remarks on and off the record which show that 
he has definite and preconceived ideas on certain issues of need and marketability 
and that he has prejudged those important issues; that at the time said remarks 
were made, the examiner had only the applications before him and had not 
heard cross-examination nor any evidence of said interveners; that by reason of 
said definite and preconceived ideas and prejudgment of said issues, a full, fair 
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and impartial hearing cannot be had before said examiner; that said interveners 
will be prejudiced and deprived of a full, fair and impartial hearing and will be 
deprived of their procedure and substantive rights under the laws and the Con- 
stitution of the United States unless the Commission disqualifies said examiner 
to hear said proceedings. The hearing is now in recess and has not been 
concluded. 

We have examined the portions of the hearing record in these proceedings 
called to our attention by the movants. They complain especially about the 
examiner’s remarks relative to the markets and need for additional supplies of 
natural gas in California, an aspect of the proceeding of considerable concern 
to the movants. In our opinion the hearing examiner has not exhibited proper 
objectivity toward these interveners. The remarks complained of were made 
soon after the hearing was convened on February 1, 1960, before any evidence 
had been offered and even prior to opening statements by the parties. There 
had been no stipulation as to the issues involved. The examiner knew that 
involved in the cases before him was the sale by El Paso of large volumes of 
natural gas to utility distributing companies in southern California. There 
were many interveners, including oil companies, coal interests and others, in- 
dicating the widespread interest in the proceeding. 

Under those circumstances, the examiner’s remarks regarding the market 
and need for gas in California were gratuitous, unjustified and injudicious. 
The question of markets is one of the issues before the examiner and evidence 
should be received upon it so that we can make a proper decision upon the 
whole record. 

At the same time, because of the respective roles of the hearing examiner 
and the Commission in the administrative processes, we do not find that the 
movants have yet been actually deprived of the right to follow lines of inquiry 
which are relevant and material to the issues before the examiner, nor that 
material, relevant and competent evidence offered by the movants has been 
rejected. 

The role of our hearing examiners is more limited than is the role of a nisi 
prius judge. Our hearing examiners perform functions for the Commission, 
such as taking testimony, passing on the admissibility of evidence, and other- 
wise conducting hearings so as to make adequate records upon which we may 
base our decisions. A judge not only performs these functions, but his word is 
final in his court. The only way in which the decision of a judge may be 
reviewed is where one of the parties pursues an authorized remedy of appeal. 
Congress has not authorized us to delegate to hearing examiners the ultimate 
decisions for which hearings are held, nor have we attempted any such delega- 
tion when the final responsibility must be ours. 

Regardless of this limitation upon a hearing examiner’s function, it is es- 
sential that he steadfastly and uniformly maintain an open mind upon issues 
which are presented for his initial decision and avoid actions and remarks 
which may raise doubt of his impartiality. Any information of prejudicial 
action on his part reflects not only upon his own conduct as an impartial trier 
of fact, but upon our responsibilities as well, and will not be permitted. It is 
imperative, therefore, that he conduct the rest of the hearing so as to protect 
the rights of all of the parties who are before him. 

Inasmuch as we, and not the presiding examiner, will render the final de- 
cision in these proceedings and in view of our comments herein upon the issues, 
and after giving consideration to all affecting circumstances, we do not believe 
that the movants will be prejudiced or deprived of a full, fair and impartial 
hearing by having the present examiner continue to conduct further hearings 
in these proceedings. 
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The Commission finds: 


Good cause which requires that the presiding examiner in these proceedings 
be disqualified has not been shown. 


The Commission orders: 


The motion for disqualification of the presiding examiner in these proceedings 
is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


HAWN BROTHERS, ET AL., DOCKET NO. G—20541 
ORDER ACCEPTING OFFER OF SETTLEMENT 
(Issued February 18, 1960) 


On November 30, 1959, Hawn Brothers, et al. (Hawn), tendered for filing 
Supplement No. 4 to its FPC Gas Rate Schedule No. 4 containing proposed 
changes in rates and charges for sales of jurisdictional gas to Tennessee Gas 
Transmission Company (Tennessee), from the Scott-Harper Field, Brooks 
County, Texas (Railroad District No. 4). On the same date it tendered for 
filing a letter agreement dated November 25, 1959, between it and Tennessee 
providing for elimination of its favored-nation and price redetermination clauses 
from said Supplement No. 4. 

By order issued December 29, 1959, the Commission suspended and deferred t! 
use of said Supplement No. 4 until May 31, 1960, and “until such further time 
as [it] is made effective in the manner prescribed by the Natural Gas Act” and 
ordered a hearing to be held regarding the lawfulness of the proposed increased 
rates and charges. 

Hawn’s notice of change and tender of proposed increased rates and charges 
as contained in said Supplement No. 4 provided for an increase of 2.97252¢ per 
Mcf in rate, from 12.12268¢ to 15.0952¢ per Mcf. 

On January 20, 1960, Hawn submitted an Offer of Settlement pursuant to 
Section 1.18(e) of the Commission’s Rules of Practice and Procedure with respect 
to the proceeding herein and its FPC Gas Rate Schedule as supplemented. 

Hawn, in its Offer of Settlement, proposes termination of the proceeding and 
acceptance of a rate of 14.6¢ per Mcf in lieu of the suspended rate of 15.0952 
per Mcf, in consideration of which Hawn has executed and filed an agreement 
with Tennessee eliminating the favored-nation and price redetermination pro- 
visions, and has inserted a provision for a 1.0¢ increase to 15.6¢ per Mcf in 
November 1964, to 16.6¢ per Mcf in November 1969, and to 17.6¢ per Mcf in 
1974. In addition, any increase in production, severance and gathering taxes 
after November 1, 1959, would be reimbursed at 34ths of such increase. 

Tennessee has transmitted a copy of the offer, and a memorandum stating its 
position with respect thereto, to its customers. None of its customers has inter- 
vened in these proceedings or expressed opposition to the Offer of Settlement. 

In support of its offer Hawn states that: The contract was negotiated at 
arm’s length, the proposed rate is fair and reasonable and is below the level of 
prices in contracts currently being negotiated, the redetermination and favored- 
nation clauses were important elements of consideration required for the long- 
term commitment of its gas reserves; the latter clauses provided Hawn with 
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a means of protecting itself against inflation and increased valuations of the 
gas during the term of the contract. 

In the judgment of the Commission, settlement in accordance with the Offer 
of Settlement is desirable in the public interest and appropriate to carry out the 
provisions of the Natural Gas Act. The proposed Offer of Settlement would be 
beneficial to the public and advantageous to all concerned by relieving the Com- 
mission, the producers, and Tennessee, as well as customer companies of the 
time and expense which might be necessary to the conduct of formal hearings 
in such rate cases as might otherwise arise under the favored-nation and re 
determination clauses. The resulting stability in gas costs would be welcome 
to all segments of the natural-gas industry. Furthermore, freeing the Commis- 
sion from the need of considering such proposed increases would enable us to 
concentrate our efforts on other rate cases and other matters having possibly 
more serious consequences for the public and the consumer. 

However, it is desired to make it clear that acceptance of this Offer of Settle 
ment as amended, shall not be construed as approval of any future increased 
rates proposed by Hawn under the periodic escalation provisions or otherwise. 


The Commission finds: 


(1) The proposed settlement of this rate proceeding on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Hawn with 
the Commission on January 20, 1960, is in the public interest and appropriate 
to carry out provisions of the Natural Gas Act and should be approved by the 
Commission and made effective as hereinafter ordered. 

(2) Good cause exists for terminating the proceeding in Docket No. G—20541, 
Hawn having tendered for filing a supplement superseding its Supplement No. 4 
to its FPC Gas Rate Schedule No. 4, which superseding supplement embodies 
the hereinabove-described amendments to its contract with Tennessee in such 
manner that the amended contract and superseding supplement conform with, 
and discharge, Hawn’s obligations under its Offer of Settlement filed herein 
on January 20, 1960, as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Hawn on January 
20, 1960, is hereby approved in accordance with the provisions of this order. 

(B) The amendatory agreement filed by Hawn on January 20, 1960, provided 
for a change in rate from 12.12268¢ per Mcf to 14.6¢ per Mef, having been 
designated as Supplement No. 5 to Hawn’s FPC Gas Rate Schedule No. 4 
hereby supersedes Supplement No. 4 to its rate schedule aforesaid and is 
hereby accepted for filing as of the date of this order subject to the terms and 
provisions of the Offer of Settlement herein. 

(C) Supplement No. 4 to Hawn’s FPC Gas Rate Schedule No. 4 tendered 
November 30, 1959, and suspended by order issued herein on December 29, 1959, 
shall be superseded as of the date of this order and the proceeding in Docket 
No. G-20541 is hereby terminated as of the date this order is issued. 

(D) The acceptance of this amended offer is without prejudice to any findings 
or determinations that may be made in any proceedings which may be heard, 


or in any other proceeding now pending or hereinafter instituted by or against 
Hawn. 


Commissioner Connole dissenting because of the lack of finding of justness and 
reasonableness. (Amarillo-Borger Express, Inc. v. United States, 1388 F. Supp. 
411) 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-20296 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 23, 1960) * 


On December 4, 1959, American Louisiana Pipe Line Company (Applicant) 
filed an application in Docket No. G—20296, pursuant to Section 7(c) of the 
Natural Gas Act, for a certificate of public convenience and necessity seeking 
authorization to construct and operate a measuring and regulating station 
on its 30-inch line at a point near Latty, in Paulding County, Ohio, to sell 
natural gas on a fully interruptible basis directly to Tri-State Grain Terminal, 
Ine. (Tri-State). 

Tri-State will use the natural gas as fuel for drying grain in its new 
terminal grain elevator to be located on the Nickel Plate Railroad near Latty, 
Ohio, about one and one-half miles from Applicant’s pipeline. Tri-State will 
build a pipeline lateral to transport the natural gas from Applicant’s proposed 
meter station. 


The estimated natural gas requirements of Tri-State are: 
Mef at 14.73 psia 


Oe eee ea 40,000. 
For the months of January, February, and March__--------- 3,600 per month 
For the months of July, September, November, and December. 7,200 per month 


No issue of gas supply is involved in the proposed project. 

Pursuant to agreement, dated October 15, 1959, with Tri-State, Applicant 
will sell gas at a price of 49.5 cents per Mcf subject to adjustments for taxes 
and changes in Applicant’s cost of purchased gas. 

The cost of Applicant’s proposed facilities is estimated at $9,900 which is 
to be financed out of available cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on February 11, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 
The Commission finds: 

(1) Applicant, American Louisiana Pipe Line Company, a Delaware corpo- 
ration having its principal place of business in Detroit, Michigan, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its opinion and accompanying order issued October 1, 1954, 
in Docket Nos. G—2306, et al. 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as 
integral parts of Applicant’s existing pipeline system and the construction and 
operation thereof by Applicant are subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 


* Order issued January 26, 1961, vacating certificate, 25 FPC 178. 
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(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (¢c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the construction of the 
facilities authorized by this order shall be completed and placed in actual 
operation within 4 months from the date on which this order issues. 

(6) The maximum volume of natural gas to be delivered by Applicant to Tri- 
State should be the peak day estimated requirement of 384 Mcf. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to the 
Section 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, American Louisiana Pipe Line Compatiy, 
to construct and operate the proposed facilities and to transport natural gas 
as herein before described, all as more fully described in the application herein, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 4 months from the date on which 
this order issues. 

(D) The maximum volume of natural gas which Applicant may deliver to 
Tri-State shall be not more than 384 Mcf per day. 


HL PASO NATURAL GAS COMPANY, DOCKET NO. G-13862*; SHELL OIL 
COMPANY, G-13876; AZTEC OIL & GAS COMPANY, G-13946; PHILLIPS 
PETROLEUM COMPANY, G-13963 ; WESTERN NATURAL GAS COMPANY, 
G-13964; THE PURE OIL COMPANY, G-14156; GENERAL PETROLEUM 
CORPORATION, G—14245; DAVIS OIL COMPANY, G-14361; THE CARTER 
OIL COMPANY, G-14369 ; CONTINENTAL OIL COMPANY, G-14396 ; SUN OIL 
COMPANY, G-14403 ; THH OHIO OIL COMPANY, G-14441 ; PAN AMERICAN 
PETROLEUM CORPORATION, G-14640; THREE STATES NATURAL GAS 
COMPANY, G-14800; REYNOLDS MINING CORPORATION, G-14834; 


1 Docket No. G—12580 was formerly consolidated with these dockets. By order issued 
November 7, 1959, we severed Docket No. G—12580 from these proceedings, and Commis- 
sion Opinion No. 333 issued November 27, 1959, 22 FPC 900, disposed of that docket. 
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PETRO-ATLAS, INC., G-15081*; TEXACO INC., G-15153*; SUPERIOR OIL 
COMPANY, G-15431 
(Issued February 23, 1960) * 


Syllabus 


OPINION AND ORDER MODIFYING AND ADOPTING INITIAL DECISION OF PRESIDING 
EXAMINER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY UNDER 
SECTION 7(C) OF THE NATURAL GAS ACT AND PROVIDING FOR REFUNDS 


. Commission compares price proposed for gas from Aneth Field, a new field, 
with the cost to El Paso of gas from San Juan Basin, 75 miles away. P. 376. 

. Commission refers to data in record in El Paso rate case, Docket No. 
G-4769, which supports an initial price of 17.7¢ per Mcf in this case. P. 376. 

. Considering all facts, in light of Catco, including a comparison with cost of 
San Juan gas, terms and conditions of Aneth sales contracts, the fact that 
this price will tend to fix a level for future sales, public need for the gas, and 
other circumstances, Commission authorizes sale conditioned on a 17.7¢ per 
Mef initial rate. P. 377. 

. Generally, in a contested case, a producer must present witnesses necessary 
to support its own certificate application, but here the Commission has 
issued temporary authorizations and deliveries have commenced, and 
evidence adduced by other applicants on common issues, together with 
evidence adduced by applicants who did not present witnesses, is sufficient 
to support the applications. P. 377. 

. Commission issues certificates of public convenience and necessity under 
Section 7 of the Natural Gas Act to Applicants. 

Commissioner Kline concurring. 

Commissioner Hussey dissenting. 

Allen R. Grambling, George D. Horning Jr., and George F. Guy, for El Paso 
Natural Gas Company. 

Oliver L. Stone, for Shell Oil Company. 

John C. Snodgrass, for Davis Oil Company. 

Richard H. Peterson, F. T. Searls, and Malcolm H. Furbush, for Pacific Gas 
and Electric Company. 

Roger Arneburger and Alfred H. Driscoll, for the City of Los Angeles. 

Quilman B. Davis, for Aztec Oil & Gas Company. 

Rayburn L. Foster, Harry D. Turner, Kenneth Heady and James G. Williams, 

Jr., for Phillips Petroleum Company. 
George D. Horning, Jr., and Allen R. Grambling, for Western Natural Gas 
Company. 

John C. Snodgrass, for Pure Oil Company. 

John H. McClure and Girard R. Jetton, Jr., for General Petroleum Corporation. 

Jesse H. Foster, Jr., for The Carter Oil Company. 

Bruce R. Merrill, for Continental Oil Company. 

Robert HE. May, for Sun Oil Company. 

James D. Parriott and Robert M. Vaughan, for The Ohio Oil Company. 

Joe P. Hammond, William J. Grove and Carroll Gilliam, for Pan American 

Petroleum Corporation. 


2It appears that the name of Petro-Atlas Corporation, used in the caption to the ex- 
aminer’s decision, should be Petro-Atlas, Inc., since the Commission was advised on Oc- 
tober 28, 1958, that the latter had acquired the former’s properties, and since the cer- 
tificate application is in the name of the latter. 

*By notice filed May 1, 1959, the Commission was advised that The Texas Company, 
as the name appeared in the caption to the examiner’s decision, had changed its name 
to Texaco Inc. 

*Designated Commission Opinion No. 335. Initial decision appears on p. 383. Rehear- 
ing and request for stay denied by order issued April 19, 1960. 
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Harry 8S. Welch, for Three States Natural Gas Company. 

James D. Smullen and Dale S. Carpenter, for The Reynolds Mining Corporation. 

Paul F. Schlicher and Frank H. Strickler, for Texaco Inc. 

H.W. Varner and F. P. Jones, for The Superior Oil Company. 

Edmund G. Brown and William M. Bennett, for the State of California. 

T. J. Reynolds, Harry P. Letton, Jr., and Henry F. Lippitt, for Southern 
California Gas Company. 

Milford Springer, Robert M. Olson, Jr., and Henry F. Lippitt, for Southern 
Counties Gas Company. 

Rollin E. Woodbury, Harry W. Sturges, Jr., and John R. Bury, for Southern 
California Edison Company. 

C. Hayden and E£. D. Sherwin, for San Diego Gas & Blectric Company. 

C. Louis Knight, for the staff of the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


OPINION 


The initial decision of the presiding examiner issued February 26, 1959, in 
the above-entitled proceedings, would issue certificates of public convenience and 
necessity under Section 7(e) of the Natural Gas Act (Act) to El Paso Natural 
Gas Company (El Paso), authorizing it to construct and operate facilities for 
the transportation of approximately 100,000 Mcf of natural gas per day, the 
volume subject to variations. This gas would be supplied by the 17 independent 
producers named in the caption, whose sales to El Paso the presiding examiner 
would, with three exceptions, also certificate. The gas would be produced in 
the Aneth Field area, located principally in Utah in the Paradox Basin, in the 
vicinity of the “Four Corners” where the boundaries of the States of Utah, 
Colorado, New Mexico, and Arizona come together. The initial price proposed 
for the producers’ sales is 20 cents per Mcf, and the presiding examiner would 
certificate the producers’ sales at this price. 

The principal issue in this case, brought before us by exceptions to the 
examiner’s decision filed by certain of the parties and staff counsel, is whether 
the initial price proposed by the producers for their sales to El Paso satisfies 
the requirements of public convenience and necessity, or whether the proposed 
producer sales should be certificated only on condition that prices no higher 
than those shown to be required by the public convenience and necessity are 
charged. These questions we must determine in the light of the Supreme 
Court’s decision handed down June 22, 1959, in Atlantic Refining Co. v. Public 
Service Commission of the State of New York, 360 U.S. 378, issued subsequently 
to the examiner’s decision in this case and hence not considered by the ex- 
aminer in reaching his conclusions. 

As more fully set forth hereinafter, while agreeing with the examiner that 
certificates should issue to El] Paso and certain of the producers, we are of the 
opinion that the public convenience and necessity require the certification of 
the producers’ sales at an initial price of 17.7 cents per Mcf, rather than at the 
20 cents per Mcf proposed. Also, we are of the opinion that the examiner’s 
decision should otherwise be modified in the particulars described below. 

The presiding examiner’s determinations and the parties’ positions—The 
facts, more fully stated in the examiner’s decision, disclose that El Paso pro- 
poses in Docket No. G—13862 to construct and place in operation facilities for 
gathering, preparing for pipeline transportation, and transporting the ap- 
proximately 100,000 Mcf of gas per day involved herein. The gas would be 
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used to meet system requirements of El Paso’s customers generally. Of this 
gas, approximately 938,000 Mcf would be made available from the processing 
by El Paso of approximately 113,000 Mcf per day of casinghead gas. A further 
6,500 Mcf per day would be gas-well or dry gas, El Paso itself producing ap- 
proximately 2,000 Mcf thereof from its wells. The remaining 4,500 Mcf of gas 
would come from El Paso’s affiliate, Western Natural Gas Company.‘ 

To effect the delivery of this gas into its pipeline system, El Paso proposes 
to construct and operate a compressor station having an installed horsepower 
of 30,600, an absorption-type gasoline plant with a capacity of 115,000 Mcf 
of gas per day to be constructed adjacent to the proposed compressor station, 
and a liquid products fractionating plant with a design capacity of 422,290 
gallons per day to be located adjacent to the proposed gasoline plant. In 
addition, El Paso proposes to construct and place in operation a natural gas 
dehydration plant with an initial capacity of 96,000 Mcf per day to be located 
in close proximity to the gasoline plant. 

El Paso also seeks authority to construct and operate approximately 102.3 
miles of gathering pipelines of various sizes necessary and incident to the 
gathering of casinghead gas and gas-well gas from the Aneth area. It also 
seeks authority to construct and operate approximately 13.3 miles of 20-inch 
pipeline and 62.6 miles of 16-inch pipeline, extending from El Paso’s proposed 
Aneth plant in San Juan County, Utah, in a southeasterly direction to a point 
of connection with El Paso’s existing 24-inch main transmission line downstream 
from the San Juan River Plant located in San Juan County, New Mexico. The 
details of the construction and operations proposed are more fully set forth 
in the presiding examiner’s initial decision. 

The presiding examiner concluded with respect to El Paso’s project that the 
applicable requirements of public convenience and necessity are sufficiently 
satisfied. With these conclusions, which need not be extensively discussed here, 
we agree, subject to the qualifications hereinafter stated. 

As to the producers, the facts disclose that, as indicated previously, the gas 
produced in the Aneth Field would consist principally of casinghead gas. 
Based on the language of the contracts covering the sale of such gas and on 
the explanations of the manner in which it was testified the contracts would 
operate, it appears that Hl Paso is to pay for residue gas compressed to 850 psig 
and after removal of liquids, 20 cents per Mcf at the tailgate of its plant. The 
valuable liquids contained in the gas would be removed before the gas is 
delivered into El Pasos’ pipeline system, and would be sold, El Paso retaining 
a portion of such liquids to compensate it for processing and compressing the gas. 

The presiding examiner held that fourteen of the producers—all except three— 
had sustained their proposed sales under the Act. As to the three, he found 
that Petro-Atlas, Inc., did not appear or offer evidence. He found that Pan 
American Petroleum Corporation produced no witness and otherwise failed to 
support its application. And he found that although General Petroleum Corpo- 
ration produced a witness, the witness was not qualified to testify with respect 
to that company’s application. Accordingly, he dismissed the applications of 
these three without prejudice to new filings. 

In concluding that the 20-cent price proposed by the producers had been 
sustained and that no price condition was called for, the examiner relied 
principally on previous Commission decisions’ in only one of which, the 


*Under temporary authorizations heretofore granted by the Commission all but two of 
the producers—Western Natural Gas Company and Sun Oil Company—have already com- 
menced deliveries. 

5 Principally Matters of Cities Service Gas Company, 14 FPC 134, the Signal Opinion 
No. 288; Matters of Anthony J. Tamborello, et al., 14 FPC 123, Opinion No. 287; Matters 
of Hope Natural Gas Company, et al., 19 FPC 405; Matters of Seaboard Oil Company, 
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Signal opinion, had the Commission found the rate proposed was higher than 
required by the public convenience and necessity, which in the examiner’s 
view required the conclusion that only in special circumstances not present 
here should a producer certificate issue on condition that rates lower than 
proposed be charged.® 

Staff counsel and five parties representing consumer interests excepted to 
the presiding examiner’s decision on the producer initial price issue.” Staff 
counsel does not request the imposition of a rate condition in this case, but 
recommends that the applications of El Paso and all the producers be denied. 
Staff counsel’s position is that the evidence, including field price evidence 
adduced by staff, proves that the price of 20 cents per Mcf for Aneth gas is 
excessive and unreasonable and that therefore it adversely affects the public 
convenience and necessity; that it was incumbent upon the producers to adduce 
evidence justifying as reasonable the 20-cent price and that not doing so, they 
did not carry the burden of sustaining the proposed service and sales; that they 
did not prove the economic feasibility of their proposed sales nor make prima 
facie cases ; and that the evidence in this case does not provide a basis for issuing 
certificates with rate conditions. 

The Southern California Gas Company, and Southern Counties Gas Company 
of California, unlike staff counsel, do not request denial of these authorizations. 
Stating that they need this gas to meet their market requirements, they request 
the attachment of conditions reducing the initial price for the sales. In this 
connection they argue that the examiner failed to consider evidence relevant 
to price, including evidence that El Paso and not the producers must perform 
certain processing operations, a fact which they say must be taken into 
account in comparing costs to El Paso of this and other volumes of gas; 
evidence of prices paid for gas in adjacent areas; evidence of prices received 
by the producers herein for gas produced in other areas; and evidence of 
prices paid by El Paso in other areas. 

San Diego Gas & Electric Company and the Pacific Gas and Blectric Company 
also take the position that the presiding examiner should have attached a price 
condition to the certificates issued the producers, reducing the price to something 
below the 20 cents per Mcf proposed. The Attorney General of the State of Cali- 
fornia likewise argues in favor of reducing the proposed initial price by means 
of a condition. 

The producer initial price issue—The Supreme Court’s decision on June 22, 
1959, in the Catco case supra,® which was decided subsequently to the examiner’s 
decision herein and which the examiner was therefore unable to consider, is 
controlling on the producer initial price issue. The requirements of this opinion 
have been discussed in a number of recent Commission opinions.’ In its Catco 
opinion, the Supreme Court held, in essence, that the proposed price for a pro- 
ducer sale must be supported by substantial evidence establishing that the price 
is required by public convenience and necessity and is in the public interest; that 
although the Commission should consider all the factors and has broad discretion 
in determining whether such a price is so supported, price is an element of prime 


Operator, et al., 19 FPC 416, Opinion No. 309; and Matters of Transcontinental Gas Pipe 
Line Corporation, et al., 20 FPC 264, Opinion No. 315 (since reversed, PSC of the State 
of New York v. FPC, 80 S. Ct. 292). 

*Since that time the Commission has issued several producer certificates with price 
conditions. 

™The remaining exceptions not discussed above pertaining to other matters are dis- 
eussed hereinafter. 

8 Atlantic Refining Co. v. Public Service Commission of the State of New York, 360 U.S. 
378. 

® See, e.g., Opinion No. 328 in Matters of Transwestern Pipeline Company, Docket Nos. 
G—14871, et al., issued August 10, 1959, 22 FPC 391. 
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importance and the Commission must scrutinize the price closely with a view to 
protecting the consumer by holding the line against unjustified price rises. 

It seems clear from the Court’s opinion that if a record sustaining the pro- 
posed initial price is not made, the certificate must be denied or conditioned, as 
the facts require, and that therefore it is the applicant which runs the risk of 
failing to substantiate the proposed price. 

We are of the view that, under the Catco opinion, the evidence of record is not 
sufficient to sustain the price of 20 cents per Mcf proposed by the producers for 
the sales to El Paso. The evidence adduced by the producers, which is fully 
described in the examiner’s decision and which in each instance follows a sub- 
stantially similar pattern, is very brief. Each producer offered in evidence its 
application for a certificate of public convenience and necessity, including ap- 
pended exhibits. The exhibits included the contract executed by each producer 
with El Paso. A witness was produced by each producer who testified that he 
was the official who had signed the application for a certificate of public con- 
venience and necessity, had signed the contract with El Paso and was familiar 
with its terms. He testified further that he had participated in or had personal 
knowledge of the negotiations, which were held at “arm’s length.” Further, he 
testified that there was no affiliation between the producer and El Paso and the 
only relationship between the parties to the contract was that of buyer and seller. 
The witness also testified that the independent producer was willing to accept 
a certificate authorizing the sale in accordance with the terms of the contract.” 

Also, the producer applicant accepted and adopted the testimony of El Paso’s 
witnesses relating to the reserves available at Aneth to support the sale of the gas 
contracted for and the expenditures necessary to build a gasoline plant, gathering 
and transportation facilities. 

On cross-examination, the producer witnesses indicated in response to ques- 
tions that sales of natural gas were being made in the San Juan and Permian 
Basins in New Mexico and West Texas at prices generally from 10 cents to 12 
cents per Mcf; but took the position that such prices should not be employed 
for purposes of comparison with Aneth Field prices since the Aneth Field repre- 
sented a new field, no gas had been sold from it, no market price existed for it, 
and the prices prevailing in the other fields could not be relied on as a pricing 
basis. They took the position that higher prices for Aneth gas were justified 
by a number of factors, including the larger quantities of gas offered for sale by 
relatively fewer producers in Aneth; differences in quality of the gas; more 
favorable location of Aneth gas in relation to El Paso’s markets; and changes in 
the purchasing power of the dollar. 

It is clear from the foregoing discussion of the Catco opinion that the evidence 
summarized above is not adequate to support the producers’ proposed price. 

Nor can we find that with the additional evidence adduced by El Paso, the 
record supports the producers’ proposed price.“ El Paso’s evidence consists 






10 No evidence was offered by any producer showing the amount of its investment, its 
revenue requirements, or its cost of service. 

11 By letter dated August 25, 1958, generally referred to as the “Aneth letter,” a copy 
of which was sent to all parties to these proceedings, the Commission requested El Paso to 
prepare in collaboration with the other parties and to submit certain data pertaining to 
price, including data respecting the current level of prices being paid by El Paso under 
contracts and in fields other than Aneth; the quality of and conditions of delivery respect- 
ing the gas proposed to be purchased, compared with other gas purchased by the company : 
the dollar impact of the price proposed herein on El Paso’s other gas purchase contracts ; 
and “any cost information which either El Paso or the producers desire to submit” to- 
gether with an explanation of why the price proposed differs from the prices El Paso is 
currently paying for other gas in the Aneth area and vicinity. Only El Paso adduced 
evidence as requested by this letter, and its evidence was not entirely responsive to the 
request. 
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generally of three kinds: evidence of negotiations between it and the producers 
leading to the signing of the contracts; evidence of the lack of any triggering 
effect of the Aneth contracts on other prices paid by El Paso; and evidence of 
the cost to El Paso of its other supplies of gas delivered in the San Juan Basin. 

As to evidence of the parties’ negotiations, as indicated above, the general 
effect of such evidence is to establish that while El Paso made determined 
efforts to obtain the Aneth gas at prices substantially lower than that finally 
agreed upon, its efforts were unsuccessful. Assuming that in the case of each 
producer the proposed initial price of 20 cents was arrived at as the result of 
arm’s-length bargaining, under the Catco opinion such would not be sufficient 
to sustain the proposed initial price. Likewise, although El Paso presented 
evidence to show that the prices for gas covered by the Aneth Field contracts 
will not trigger prices it pays to other producers, it reasonably appears that 
certification of the price proposed herein would tend to increase prices in the 
general area and even in the San Juan Field, by approving a new high basis 
or floor from which future negotiations would be conducted, and also might 
thereby bring about an increase in El Paso’s rates. Hither of these circum- 
stances would justify the attachment of a price condition under the Catco case. 
As the Supreme Court stated, 360 U.S. at p. 390, “New price plateaus will thus be 
created as new contracts are made and unless controlled will result in ‘ex- 
ploitation’ at the expense of the consumer, who eventually pays for the in- 
creases in his monthly bill.” Nor does El Paso’s evidence with respect to its 
costs for San Juan gas sustain the 20-cent proposed price, as indicated in the 
discussion which follows. 

Notwithstanding the deficiencies in the record before us, in our view there 
is a substantial basis for certificating the producers’ sales to El Paso at 
a price of 17.7 cents per Mcf.“ The Natural Gas Act does not enumerate the 
standards of factors to be considered by the Commission in attaching a price 
condition to a producer certificate; in arriving at a conditioned price, we must 
develop such standards as appear reasonable and appropriate on the facts of 
the cases which come before us, in the light of available judicial guidance. The 
Catco case indicates that a matter of important concern is whether or not the 
proposed price is “out of line’, a question calling for a comparison of the 
proposed price with prices for other, comparable producer sales to the pipeline 
company applicant and to other purchasers.“ Other factors to be considered 
under Catco are whether the conditioned price will “hold the line” by preventing 
general price rises resulting from triggering under favored-nation clauses or 
otherwise; whether the conditioned price will prevent increases in the pipeline 
applicant’s existing rates by triggering or otherwise; whether there exists 
a public need for the gas; evidence of costs where called for;™“ and the other 
factors referred to in the Court’s opinion. 


12 We consider it unnecessary and unjustified to reopen the record for the purpose of 
receiving further evidence in the light of the Catco opinion. As indicated above, long 
prior to the Catco decision our “Aneth letter” of August 25, 1958, requested evidence simi- 
lar in many respects to that the Court subsequently indicated was necessary or desirable 
to support the price for the producers’ sales. Only El Paso complied and its reply was not 
wholly responsive. Also, no party has requested opportunity to adduce additional evi- 
dence, responsive to Catco, and absent a showing of unusual circumstances, the delay at- 
tendant on a reopening would not be in the public interest. 

%In making such comparisons, due regard should be given such factors as extent of 
reserves, quality of gas, conditions of delivery, extent of processing, and the like. 

% Although the Catco case clearly indicates that the price proposed in a producer cer- 
tificate case need not be shown to be “just and reasonable” under the rate requirements of 
Sections 4 and 5 of the Act, it is equally clear from the Court’s opinion that if the cir- 
cumstances warrant, cost evidence might or should appropriately be adduced in justifica- 
tion of the proposed price. 360 U.S. at pp. 392-393. 
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Among the factors which support an initial price of 17.7 cents per Mcf 
for these producers’ sales to El Paso is a comparison of the price proposed 
for the Aneth Field gas, with the cost to El Paso of gas from the San Juan 
Basin in northwestern New Mexico, some 75 and more miles distant from the 
Aneth Field. In accordance with the request contained in our “Aneth letter”, 
supra, Bl Paso presented evidence purporting to show what it cost the company 
in 1957 for its natural gas from the San Juan Basin. According to this evidence, 
the average cost to El Paso in 1957 for natural gas at the outlets of its San Juan 
processing plants for delivery into the company’s main transmission system was 
22.61 cents per Mcf in 1957, compared with 22.36 cents per Mcf which it claimed 
would be the price of Aneth gas in 1962. The presiding examiner was of the 
view that this claimed cost of San Juan gas was unjustified for the reason, 
among others, that El Paso had improperly included as costs certain depletion 
allowances and well-drilling expenses permitted as Federal income tax deduc- 
tions. He concluded that properly adjusted, the cost to El Paso of San Juan 
pipeline gas would be approximately 17 cents per Mcf. However, this conclusion 
is erroneous since in Opinion No. 326, issued subsequent to the examiner’s 
decision herein, on August 10, 1959, in the Hl Paso rate case in Docket No. 
G—4769, 22 FPC 260, the Commission held that these tax benefits were properly 
includible in the cost of service, but were to be considered by the Commission 
in fixing the rate of return on the company’s well-mouth properties. 

There is, however, data in the record in the El Paso rate case in Docket No. 
G—4769 bearing on the cost to El Paso of San Juan gas to which we may reason- 
ably look, since the same subject matter and to a considerable extent common 
issues are involved, and since the record in that rate case provides certain data 
not contained in the record in the instant certificate proceeding. Together, 
these data support an initial price of 17.7 cents per Mcf for the sales to El Paso. 
Thus it appears on the basis of the record in G-4769 that for the 1955 test year 
the weighted average cost at the wellhead to El Paso for gas purchased in the 
San Juan Basin is 11.69 cents per Mcf. If there is added to this a one-cent 
escalation on January 1, 1959, the price would be 12.69 cents per Mcf. Since the 
gas involved in the instant case is “pipeline” gas which has been processed and 
gathered, to place the costs for San Juan gas involved in G-4769 on a comparable 
basis there should be added some 5 cents per Mcf representing processing and 
related costs, giving a total of approximately 17.7 cents per Mcf. 

Staff counsel recommends denying certificates for the sales to El Paso, on 
the basis of evidence adduced by staff comparing the proposed Aneth price 
with existing prices in the San Juan Basin.” However, we do not think that 
denying authorization for these sales would be in the public interest, nor is 
staff’s evidence conclusive as to the proper price for these sales. Apart from 
the evidence discussed above, the G-—4769 data involve a 1955 test year, whereas 
the sales of Aneth gas were made in 1957, and costs have risen in the interim. 
In addition, we are fully aware of the importance of El Paso’s securing this gas 
in order to improve its gas supply, a matter which needs improvement, as we 
have pointed out in recent orders. In this case the customers themselves 
request not the denial but the conditioning of the certificates. 

Some of the producers advance a number of arguments to justify the 20-cent 
price proposed for the Aneth gas, as contrasted with staff’s field price evidence, 
including explanations based on differences in the terms of the sales contracts, 
the richer hydrocarbon content of the Aneth gas, differences in delivery pres- 
sures, differences in the time of negotiating the contracts, distances from mar- 


4 For example, staff’s Exhibit 39-Z, covering sales by all sellers in the San Juan Basin 
as of June 30, 1958, indicates that sales were being made at 11 cents per Mef or less 
under 70 percent of all vate schedules in that area. 
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kets, and other circumstances. Some of these circumstances may tend to justify 
somewhat higher prices than those generally prevailing in the San Juan Field 
shown by staff’s evidence; however, they fall short of meeting the standards 
of the Supreme Court’s Catco opinion in sustaining the 20-cent price proposed. 
In this connection, we note that the highest price at which a producer sale in 
the San Juan Basin has ever been certificated is 16 cents per Mcf, which in- 
cludes a 2.5-cent gathering charge. However, never before in the entire New 
Mexico-West Texas gas producing area, prior to the Catco decision, have we 
certificated a producer sale at a figure as high as 20 cents per Mcf. The 20-cent 
price for the Aneth Field gas was no doubt in substantial part the result of 
competition for gas by other prospective purchasers, including a pipeline com- 
pany, Transwestern Pipeline Company, and also an electric utility company 
customer of El Paso in the Los Angeles area, Southern California Edison 
Company, as well. 

Accordingly, considering all the facts, including a comparison with the costs 
of San Juan gas, the terms and conditions of the Aneth sales contracts and the 
respective production, gathering and sales obligations thereunder, the fact that 
this price will tend to fix a level for the price of future sales from this area, the 
evidence of public need for this gas, and the other circumstances bearing on 
the matter, we conclude that the applicants have failed to show that the public 
convenience and necessity require the proposed sales at a rate level higher 
than 17.7 cents per Mcf. Rather than deny the certificates, which is one of the 
alternatives open to us under the Catco rule of the Supreme Court, we believe 
it necessary to authorize the proposed sales on condition that the initial price 
be no higher than 17.7 cents per Mcf. 

The three producer applications the presiding examiner would deny.—As 
indicated previously, the presiding examiner would deny the application of 
Petro-Atlas, Inc., on the ground that it did not appear nor did it offer evidence. 
He would deny the application of Pan-American Petroleum Corporation, on the 
ground that it produced no witness to support its application, nor did it dis- 
close in its application the volume of natural gas it proposes to sell to El Paso. 
And he would deny the application of General Petroleum Corporation on the 
ground that the main witness produced by this company was an employee of 
El Paso, who testified that he had no personal knowledge of the facts alleged 
in General Petroleum’s application. In the examiner’s view, these companies 
chose to treat this case as a non-contested proceeding under Section 1.32(b) 
of the Commission’s Rules, in which no witness is required, but that this is not 
authorized in a contested case such as this and should not be permitted here 
since it would deprive staff and interveners of opportunity to cross examine 
persons having direct knowledge of the subject matter of the litigation. 

In their exceptions, Pan American and General Petroleum take the position 
that in view of the small volumes of gas they propose to sell, it was inex- 
pedient to go to the expense of bringing a witness to testify, and consequently, 
they determined to rely in part on the evidence adduced by the other parties 
to justify their sales. They argue that the Commission, to simplify and ex- 
pedite proceedings, has discretion in a consolidated proceeding to rely on 
evidence by whomever adduced relevant to the common issues, and that the 
evidence herein supports not only the certification of the sales of the other 
producers but of these two parties as well. 

As a general matter, in a contested case of this character, a producer must 
present the witnesses necessary to support its own certificate application. 
And failure to do so results in the denial of the application. However, the 
sales proposed by these three and all but two of the other producers have 
been authorized by the Commission under temporary authorizations and 
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deliveries of gas have commenced. In addition, the evidence adduced by the 
other parties respecting the common issues in these consolidated proceedings, 
together with that adduced or sought to be adduced by two of these applicants, 
is sufficient to support the authorizations we grant. In view of these and 
the other exceptional circumstances present in this case, we conclude that the 
certificates sought by Petro-Atlas, Inc., Pan American and General Petroleum 
should issue, subject to a 17.7 cent initial price condition such as prescribed 
herein with respect to the other producers. 

Other matters.—Brief comment is called for respecting certain other findings 
and conclusions of the presiding examiner and exceptions of the parties, and 
other matters. 

Contrary to certain language of the examiner, statistical-type evidence of 
field prices such as adduced by staff counsel in this and other producer cases 
is useful and desirable in determining on a price for a proposed producer 
sale which meets the requirements of public convenience and necessity. Such 
evidence by the applicants seems called for by the Catco case in determining 
whether a proposed price is out of line. 

In their exceptions, El Paso, Phillips Petroleum Company, Texaco, Inc., 
Continental Oil Company, Superior Oil Company, The Carter Oil Company, 
Reynolds Mining Company, and Sun Oil Company except to portions of the 
examiner’s decision on pages 31-34, mimeo., to the effect that no allowance 
for Federal income taxes may be included in any cost study unless such taxes 
are actually paid, that Federal income tax savings resulting from depletion 
allowances and permissible treatment of well drilling expense must be used 
to reduce the cost of service, and other matters. They contend that the 
examiner’s discussion of these points is not necessary to decision in this 
case and that these matters should not be decided here, lacking the extensive 
evidence and opportunity for full consideration needed for their resolution. 
In the light of the foregoing discussion, the examiner’s decision should be 
modified by the deletion of the matter complained of in these exceptions. The 
question of what treatment for rate-making purposes shall be accorded El Paso’s 
gathering and related facilities and the revenues from the sale of liquids 
involved herein are matters to be determined in future rate proceedings. 

Certain of the above parties also except to paragraph (F) of the order 
proposed by the presiding examiner, requiring that the certificates granted 
to the producers be subject to the general conditions stated in subsection (c) (4) 
of Section 157.20 of the Commission’s Rules and Regulations. They contend 
that in our Transcontinental Opinion No. 315, 20 FPC 264. 275, we made it clear 
that this section is applicable only to pipeline companies. The point is well-taken 
and our order will omit such a requirement. 

Also, certain of the above parties call attention to certain claimed factual 
errors and incorrect findings in the examiner’s decision respecting their pres- 
entations and other matters. In the light of this opinion, the claimed errors 
are immaterial and no further action need be taken with respect thereto. 

Finally, the temporary authorizations heretofore issued all but two of the 
producers in this proceeding—Western Natural Gas Company and Sun Oil 
Company did not request temporary authorizations—were conditioned to require 
each producer to refund to El Paso any amounts collected in excess of the 
amounts which would have been collected under the rate certificated in this 
order. In accordance with those conditions, each producer selling gas to El 
Paso under such temporary authorizations shall, within 90 days from the date 
of issuance of this order, refund to El Paso the amounts aforesaid, with interest 
at six percent per annum computed from the date of the collection of said 
amounts to the date of refund. Our order will so provide. 
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The Commission further finds: 


(1) El Paso Natural Gas Company, a Delaware Corporation with its 
principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as the Commission has heretofore 
found. 

(2) The facilities subject to the Commission’s jurisdiction that El Paso 
proposes to construct and operate in Docket No. G—13862, as set forth in the 
company’s application, the record herein and the presiding examiners’ initial 
decision, are to be used for the transportation and sale in interstate commerce 
of natural gas for resale for ultimate public consumption, and the construction 
and operation thereof are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Act. 

(3) El Paso is a qualified applicant under Section 7(e) of the Act and is 
able and willing properly to construct and operate the facilities and do the 
acts referred to in paragraph (2) above, and to conform to the provisions of 
the Act and the requirements, rules and regulations of the Commission 
thereunder. 

(4) The construction and operation by El Paso of the facilities referred to in 
paragraph (2) above are required by the present or future public convenience 
and necessity, and a certificate authorizing the same should be issued as herein- 
after ordered, upon the terms and conditions of this order, which terms and 
conditions are reasonable and required by the public convenience and necessity. 

(5) The sales to El Paso proposed by Shell Oil Company, Aztec Oil & Gas 
Company, Phillips Petroleum Company, Western Natural Gas Company, The 
Pure Oil Company, Sun Oil Company, Davis Oil Company, The Carter Oil Com- 
pany, Continental Oil Company, The Ohio Oil Company, Three States Natural 
Gas Company, Reynolds Mining Corporation, Texaco Inc., Superior Oil Company, 
Pan American Petroleum Corporation, General Petroleum Corporation, and 
Petro-Atlas, Inc., as set forth in the companies’ applications, the record herein, 
and the presiding examiner’s initial decision, are sales in interstate commerce 
of natural gas for resale for ultimate public consumption, and such sales are 
subject to the provisions of subsections (c) and (e) of Section 7 of the Act. 

(6) The producers named in paragraph (5) above are or on the commencement 
of service will be “natural-gas companies” within the meaning of the Act. 

(7) Subject to the requirements stated in this opinion and order, the producers 
named in paragraph (5) above are able and willing properly to do the Acts and 
perform the services proposed herein and conform to the provisions of the Act 
and the requirements, rules and regulations of the Commission thereunder. 

(8) The sales by the producers referred to in paragraph (5) above are re- 
quired by the present or future public convenience and necessity at the initial 
price of 17.7 cents per Mcf, and certificates therefor, together with the construc- 
tion and operation of any facilities subject to the jurisdiction of the Commission 
used for such sales, should be issued on the terms and conditions of this order, 
which terms and conditions are reasonable and required by the public con- 
venience and necessity. 

(9) The presiding examiner’s initial decision issued herein on February 26, 
1959, should be modified as hereinabove set forth and as modified should, to the 
extent consistent with this opinion and order, be adopted by the Commission as 
of the date of issuance of this opinion, to constitute with this opinion the Com- 
mission’s decision in these proceedings. Except to the extent herein granted, 
the parties’ exceptions to the said examiner’s decision are without substantial 
support in fact or reasonable basis in law or are immaterial to the decision in 
these proceedings and should be denied. 
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The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to 
El Paso Natural Gas Company authorizing the construction and operation of the 
facilities referred to in paragraph (2) above, upon the terms and conditions of 
this order. 

(B) The terms and conditions prescribed in paragraphs (c) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the certificate issued in paragraph (A) above and to the exercise of 
the rights granted thereunder. The time within which such facilities shall be 
constructed and placed in actual operation is fixed at 180 days from the date of 
issuance of this order. 

(C) Subject to the requirements prescribed in this opinion and order, certifi- 
eates of public convenience and necessity are hereby issued authorizing the sales 
of natural gas referred to in paragraph (5) above by Shell Oil Company, Aztec 
Oil & Gas Company, Phillips Petroleum Company, Western Natural Gas Com- 
pany, The Pure Oil Company, Davis Oil Company, The Carter Oil Company, Con- 
tinental Oil Company, Sun Oil Company, The Ohio Oil Company, Three States 
Natural Gas Company, Reynolds Mining Corporation, Texaco Inc., Superior Oil 
Company, Pan American Petroleum Corporation, General Petroleum Corporation, 
and Petro-Atlas, Inc. 

(D) There shall attach to the certificates issued under paragraph (C) and 
to each of them, and to the exercise of the rights thereunder, the condition that 
the recipients of said certificates file with the Commission within 70 days of the 
date of issuance of this order rate schedules or supplements thereto providing 
for a rate of 17.7 cents per Mcf for the natural gas sold to Hl Paso, the subject 
matter of these proceedings, in lieu of the initial price contained in the respec- 
tive producer contracts with El Paso. 

(BE) In accordance with the conditions attached to the temporary authoriza- 
tions granted by the Commission, all the producers referred to in paragraph (C) 
above, with the exception of Western Natural Gas Company and Sun Oil Company 
which did not receive temporary authorizations, shall refund to El Paso, within 90 
days of the date of issuance of this order, any amounts collected from Bl Paso 
in excess of the amounts which would have been collected under the rate at 
which the producers’ sales are certificated in this order, with six percent per 
annum interest computed from the date of the collection of said amounts to the 
date of refund, and shall report to the Commission in writing the details of the 
said refunds within 15 days after making them. 

(F) The certificates issued to the producers under paragraph (C) of this 
order are not transferable in any manner and shall be effective only so long 
as the producers continue the operations authorized by this order in accordance 
with the provisions of the Act and the rules, regulations and orders of the 
Commission. 

(G) The certificates issued by this order to Western Natural Gas Company 
and Sun Oil Company shall be deemed accepted by these applicants unless notice 
to the contrary is filed with the Commission within 70 days of the date of 
issuance of this order. 

(H) The grant of the certificates to the producers herein shall not be construed 
as a waiver of the requirements of Section 4 of the Act, or of Section 154 of the 
Commission’s Regulations thereunder requiring the filing of rate schedules for 
the service herein authorized; and is without prejudice to any findings or orders 
which have been or may hereafter be made by the Commission in any proceeding 
now pending or hereafter instituted by or against the applicants. Further, our 
action in this proceeding shall not foreclose nor prejudice any future proceedings 
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or objection relating to the operation of any price or related provision in the gas 
purchase contracts herein involved. 

(I) The presiding examiner’s initial decision issued herein on February 26, 
1959, is modified as hereinabove set forth and as so modified is, to the extent 
consistent with this order, adopted by the Commission as of the date of issuance 
of this opinion, to constitute with this opinion the decision of the Commission 
in these proceedings. Bxcept to the extent hereinabove granted, the parties’ 
exceptions to the said examiner’s decision are hereby denied. 

Commissioner Kline concurring, filed a separate statement. 

Commissioner Hussey dissenting, filed a separate statement. 


KLINE, Commissioner, concurring: 


I concur with considerable misgivings in the result reached by the majority. 
There is very little evidence in the record from which we can determine if the 
20¢ per Mcf contract price for this gas is a fair price or, if it is not, then what is 
a fair price for the gas. 

The only attempt made in the record to support the 20¢ per Mcf contract price 
for the gas was by a comparison of the 20¢ price at Aneth with the gas prices 
charged, and the cost to El Paso of producing gas, in the San Juan basin in 
New Mexico, the only gas producing area of any consequence within 500 to 600 
miles of the Aneth Field. The difficulty with making such a comparison is that 
the gas produced in the Aneth Field is a wholly different type than that produced 
in the San Juan basin and is produced under greatly different conditions. The 
Aneth gas is produced in conjunction with oil and is rich in liquid hydrocarbons, 
while the San Juan gas is dry gas. In the process of removing liquids from the 
Aneth gas, substantial revenues are obtained from the sale of the liquids. This 
situation does not exist in the case of the San Juan gas which, however, must 
be subjected to processing before it is marketable. The Aneth Field is much 
more inaccessible and drilling costs are generally much higher by reason thereof 
than in the San Juan basin. On the other hand, wells in the San Juan basin are 
spaced much farther apart and gathering costs are higher than in the Aneth 
Field. There are other differences which make any valid price comparison 
extremely difficult and of doubtful value. 

The evidence produced in this case was so vague, and of such a general nature, 
is full of so many gaps, and susceptible to so many conclusions that it is of 
little value. A 15¢ or a 22¢ price can be supported with almost as much facility 
as the 17.7¢ price selected by the majority or the 20¢ contract price. It is clearly 
not the type of proof ordinarily accepted in a utility case. 

Ordinarily under such circumstances, the case should be sent back to the 
examiner for the taking of further evidence and I would urge that this be done 
if I felt that by so doing evidence could be produced which would enable us to 
determine a fair and proper price for this gas within a reasonable time. I am 
convinced that this cannot be done. There are only two general types of evi- 
dence which can be produced on the issue of the reasonableness of the initial 
price in a certificate case. Cost evidence may be submitted, but we have re- 
peatedly pointed out? that it is utterly impractical to require such evidence in a 
certificate case, and that to do so would mean a virtual stop to the expansion 
of the natural gas business. In the instant case, the large number of producers 
involved makes it apparent that the production of cost evidence would result 
in a trial of several years’ duration before this Commission alone. It is not in 
the public interest that the revenues of these producers and the revenues and 


1 See, e.g., Opinion No. 309, In the Matter of Seaboard Oil Company, et al., Docket No. 
G—11970, et al., 19 FPC 416. 
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rates of the pipelines and distributors who receive the gas be in an uncertain 
status for such a lengthy period.’ 

The only other type of evidence which can be submitted in a certificate case 
is evidence of the price of gas in the general area. This affords us a reasonable 
standard in areas where there is other gas production * but is of little value in 
a totally new area, such as the Aneth Field which was the first gas producing 
field in the State of Utah. The San Juan basin gas, the only other gas in the 
near vicinity cannot be compared to the Aneth gas for the reasons I have stated. 
It is of no value to extend the area under consideration for to do so we must 
go at least 500 to 600 miles to get gas production of any consequence. If we go 
that distance to the east or southeast, initial prices are generally in the 16¢ 
to 17¢ bracket, but the same distance to the west in California, where the Aneth 
gas is being delivered, initial prices are in the vicinity of 25¢ to 30¢, and the 
prevailing price generally is almost twice the prevailing price anywhere west of 
the Gulf Coast. 

In summary, it is utterly impractical to send the case back for further evi- 
dence. It is also utterly impractical, for reasons I have not detailed here, to 
issue a certificate permitting the 20¢ rate to be collected subject to a refund of 
the difference between the 20¢ price and the price we determine to be fair and 
proper. It is senseless to deny the certificate as this would result only in the 
flaring of the gas or shutting in the field and denying the consumers the right 
to the gas until a reasonable price could be determined for it. 

Our only choice is to consider the evidence before us, full of defects as it is, 
and attempt to fix a price for the gas until such time as a proper price has 
been arrived at in a rate proceeding. The burden is on the producers to sustain 
their proposed contract price by a preponderance of the evidence, and in my 
opinion they have failed to do so here. Accordingly, I concur with the majority 
that the price should be conditioned at the 17.7¢ level. 


Hussey, Commissioner, dissenting: 


The Aneth field is located in what is known as the “Four Corners” area of 
Utah, Arizona, Colorado, and New Mexico. It is a comparatively new pro- 
ducing area. The nearest gas production is to the southeast in the San Juan 
field in New Mexico. 

The Aneth wells are classified as oil wells but produce large volumes of 
easinghead gas. El Paso Natural Gas Company purchases from the producers 
in the Aneth field the full effluent at the gas outlet of the oil and gas separators 
after normal lease separation. The fluid purchased at this point is not dry 
gas but is gas rich in liquifiable hydrocarbons. No price is established at this 
point for the gas and liquids so purchased. El Paso gathers this combined 
stream of gas and liquids and processes the stream by removing the liquids 
and compressing the dry gas. For this gathering, processing and compression 


2It might be argued that there is no need to investigate the costs of all of the individual 
producers involved, but that we could make a cost study of this one field and arrive at a 
fair price for the gas in a short length of time. We have pointed out in other cases the 
unsoundness of this position. Such a method does not make allowance for costs expended 
in unsuccessful exploration and development in other areas. Any cost determination on 
this basis is dependent upon geological estimates of the available oil and gas reserves and 
these are subject to sharp changes particularly in the early years of development of a 
field when data are comparatively limited. Already substantial revisions have been made 
in the original reserve estimates of the Aneth Field. 

% See, e.g., our Opinion No. 328, In the Matter of Transwestern Pipeline Company, 
Docket No. G—14871, et al., 22 FPC 391, where we conditioned initial prices in the Pan- 
handle and Permian Basin areas of Texas at 17¢ and 16¢ in lieu of the contract prices 
of 23¢ and 21.8¢, respectively, on the basis of prevailing prices in the area. 
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of the gas, El Paso receives a quantity of liquefied petroleum products which 
fully compensates it for the gathering, processing and compression costs. 

El Paso then receives into its transmission system dry, pipeline quality gas, 
already gathered, processed and dehydrated, for which it pays to the producers 
a net price of 20 cents per Mcf after allowance for shrinkage. 

The evidence in this case clearly shows that this central field price of 20 
cents per Mcf for pipeline quality gas already gathered, compressed and proc- 
essed at Aneth is less than the wellhead price received by producers of gas 
in the nearby state of California. 

The evidence also clearly shows that the price proposed to be paid by El 
Paso for pipeline quality gas produced in the Aneth field is less than E! Paso’s 
cost of producing pipeline quality gas in the nearby San Juan field in New 
Mexico. 

The testimony in this case shows that the Aneth gas will enter El Paso’s 
main line transmission system at a cost to El Paso which is no greater than 
the cost to El Paso of the other gas in its system at this point. The President 
of El Paso testified that the purchases of Aneth gas at the contract price would 
not increase El Paso’s cost of gas at the point of delivery to its customers in 
California, and that El Paso would file no rate increase based on the initial 
Aneth price. 

The proposed price for Aneth gas would not trigger any favored nations 
escalations in any other gas purchase contracts, and the proposed price would 
not increase El Paso’s cost or create any price increase either at the producer 
end or the consumer end of El Paso’s system. 

The nearest gas producing field to Aneth is the San Juan field. El Paso pro- 
duces gas from wells of its own in San Juan and also purchases gas produced 
by others in San Juan. The volumes of gas which El Paso produces in San 
Juan is approximately equal to the volumes of gas which it purchases from 
others in the same field. 

In Opinion No. 326, 22 FPC 260, this Commission allowed El Paso a price 
well in excess of 20 cents per Mcf for pipeline quality gas produced by it in 
San Juan, and this price was fully supported by cost evidence. 

In requiring a price condition in the producer certificates in these con- 
solidated proceedings, the majority opinion compares the producer price in 
the Aneth field with the cost of gas purchased by El Paso from the San Juan 
field and does not take into account the cost of gas produced by El Paso from 
San Juan, which the Commission determined to be just and reasonable in 
Opinion No. 326 upon a record including full cost of service testimony. 

As stated above, El Paso produces approximately half and purchases ap 
proximately half of the gas going into its system from San Juan. If we are 
to test the Aneth price by comparison to San Juan prices, we should use 
either the price established by cost of service evidence, or an average of the 
cost of purchased gas and the cost of produced gas. In either case, the 20 
cent Aneth price would be justified and no price condition in the producer 
certificates would be warranted. 


DECISION 
UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 26, 1959) 
Binper, Presiding Examiner: This proceeding involves eighteen applications 
seeking certificates of public convenience and necessity filed in purported com- 


pliance with Section 7 of the Natural Gas Act (Act). Seventeen of such appli- 
676—806—64——-27 
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cations were filed by independent producers’ seeking authority to sell and 
deliver to El Paso Natural Gas Company (El Paso) natural gas which would 
make available to the latter a total of approximately 100,000,000 cubic feet of 
“pipeline” * gas per day from the Aneth field area. The Aneth field area is located 
in the vicinity of the boundary point connecting the states of Utah, Colorado, 
New Mexico and Arizona. This area has also been referred to at various times 
in this proceeding as the Blanding Basin, the Paradox Basin or the Four Corners 
area. 

El Paso filed a related application in Docket No. G—13862 on December 2, 1957, 
seeking authority to construct facilities necessary to the acquisition, processing 
and transporting of the natural gas to be obtained from the seventeen independent 
producer applicants in the Aneth area. Of the approximately 100,000,000 cubic 
feet of “pipeline’’ gas which El Paso seeks to put into its transmission system 
from Aneth, approximately 93,000,000 cubic feet will be made available from the 
processing of approximately 113,000,000 cubic feet per day of casinghead gas 
and 6,500,000 cubic feet per day will be gas well or dry gas. El Paso will itself 
produce approximately 2,000,000 cubic feet of the latter quantity of gas from its 
wells in Bita Peak field and its affiliate,, Western, as operator, will produce and 
sell 4,500,000 cubic feet from Boundary Butte field to El Paso thus making up the 
total of the 6,500,000 cubic feet of dry gas. 

El Paso seeks authority to construct and operate a compressor station having 
an installed horsepower of 30,600 an absorption type gasoline plant with a capacity 
of 115,000,000 cubic feet of gas per day to be constructed adjacent to the proposed 
Aneth Compressor Station, and a liquid products fractionating plant with a 
design capacity of 422,290 gallons per day to be located adjacent to the proposed 
Aneth Gasoline Plant. In addition, El Paso proposes to construct and place in 
operation a natural gas dehydration plant with an initial capacity of 96,000 Mcf 
per day to be located in close proximity to the Aneth Gasoline plant. 

El Paso also seeks authority to construct and operate approximately 102.3 miles 
of gathering pipelines of various sizes necessary and incident to the gathering 
of casinghead gas and gas well gas from the Aneth field area and authority to 
construct and operate approximately 13.3 miles of 20 inch O.D. pipeline and 


1 The applications were filed by the following producers on the dates and under the docket numbers shown 
below: 


Docket Applicant Date of filing 


G-13876 Shell Oil Company (Shell) . 9, 1957 
G-13945 Aztec Oil & Gas Company (Aztec) . 12,1957 
G-13%3 Phillins Petroleum Company (Phillips) _.-.- . 16,1957 
3-13954 Western Natural Gas Company (Western) - - . 16,1957 
G-14156 The Pure Oil Company (Pure) . 30, 1957 
G-14245 General Petroleum Company (General) - -| Jan. 13,1958 
G-14361 Davis Oil Company (Davis) ‘ . 30,1958 
3-14369 The Carter Oil Company (Carter) Jan. 31,1958 
G-143% Continental Oil Company (Continental) - - ‘ . 38,1958 
G-14403 Sun Oil Company (Sun) a . 4,1958 
G-14441 The Ohio Oil Company (Ohio) ‘ . 10,1958 
G-14640 Pan American Petroleum Corporation (Pan American) aaa . 10, 1958 
G-14800 Three States Natural Gas Company (Three States). ._....._- ‘ . 31, 1958 
G-14834 Reynolds Mining Corporation (Reynolds) ............---.-.-- Apr. 3,1958 
#-15081 Petro-Atlas Corporation (Petro-Atlas)..-........---.----.-- .--| May 9,1958 
G-15153 ie a Re ee ee ae May 26,1958 





' 

2 The term “‘pipeline” gas as used here means gas from which liquid hydrocarbons and deleterious ma- 
terials have been withdrawn and which has been compressed and processed to the point where it may be 
introduced directly into the nineline transmission system. 

*Cf. In the Matter of San Juan Pipe Line Company, et al., Docket No. G—1067 et al., 9 
FPC 170, 187 where the Commission referred to Western as an El Paso “affiliate.” See 
additional discussion of the relationship of Zl Paso to Western hereinafter contained. 
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62.6 miles of 16 inch O.D. pipeline, extending from El Paso’s proposed Aneth 
plant in San Juan County, Utah, in a southeasterly direction to a point of con- 
nection with El Paso’s existing 24 inch O.D. main transmission line downstream 
from the San Juan River Plant located in San Juan County, New Mexico. 

El Paso has estimated the direct cost of these facilities at $23,713,000 and the 
total estimated costs including overhead, indirect field costs and contingencies at 
$26,085,000. El Paso proposes to finance the cost of the facilities out of its current 
working funds and by making short term bank loans. However, El Paso points 
out that these facilities will very probably be considered as part of a major 
project at some future date and thus will become an additional part of El Paso’s 
rate base upon which a just and reasonable return will have to be paid by the 
rate payers. 

The Issue 


The central issue in this proceeding is whether the certificates sought here 
should be issued with or without a price condition or should be denied in their 
entirety. 

The independent producers and El Paso contend that certificates should issue 
without any price condition. 

The Attorney General of California contends that certificates should be issued 
containing a rate condition specifying that the initial price shall not exceed 
12 cents per Mcf. 

Southern California Gas Company and Southern Counties Gas Company under 
the heading “Summary and Conclusions” in their joint initial brief say they “take 
no position in the matter” of imposing a price condition. It is obvious that this 
matter is one in which these intervenors have an important interest. These 
intervenors will be substantially affected by the imposition or non-imposition of 
a price condition but they are extremely desirous of obtaining additional gas 
supply. After substantial participation in the hearing and extensive considera- 
tion of the record in its briefs these intervenors have chosen not to express any 
specific position regarding the imposition of a price condition. In this connection, 
it should be noted, however, that during these proceedings counsel for these 
intervenors participated actively throughout and conducted cross-examination 
of the producer witnesses and conducted intensive cross-examination regarding 
Bl Paso’s cost study for gas obtained in San Juan Basin and in their brief pre- 
sented arguments from which it may reasonably be inferred that a certificate 
conditioned as to price would not be unwelcome to them. 

The Staff recommends the denial of the applications in their entirety because 
in its view the producers have not justified or even attempted to justify the prices 
contained in the agreements on any ground other than arm’s-length bargaining 
which in its view is no justification at all. The Staff also points out if the certifi- 
cate applications are denied that the applicants can file applications subsequently 
supported by evidence which would support a finding that the rate level was 
within the zone of reasonableness. 


Factual and Procedural Background 


An important factor in this proceeding is the pressing need of El Paso to 
acquire additional gas reserves to meet demands upon its system. Practically 
all pipelines are required by business necessity to acquire additional supplies of 
gas from time to time, not only to replace supplies which have been consumed, 
but also to meet the ever increasing demands by consumers on their systems. 

In the case of El Paso, the Commission has commeated unfavorably on the 
relationship of that company’s reserves to its requirements. The fact that 
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the Commission has done so emphasizes the pressing nature of applicant’s need 
for additional gas supply and explains its willingness to employ all means to 
obtain additional gas supply including a willingness to pay high prices for 
such additional gas if necessary. In this connection it should be kept in mind 
that the cost of gas purchased from independent producers is always an allowable 
element of cost of service. As a matter of law these are costs which regulated 
pipelines are uniformly permitted to include in overall “cost-of-service’ upon 
which the rates they are permitted to charge are largely based. In turn, 
it is the common practice for State Commissions to pass the increased costs on 
to the consumer. 

El Paso has had a problem regarding the adequacy of its natural gas reserves 
for many years.’ In addition to the volume of its reserves, which are disputed by 
the Staff, consideration must be given to a second problem involving the amount of 
natural gas which is deliverable from the reserves which are available to the com- 
pany by reason of the special characteristics of the strata which contain such 
reserves and this element of El Paso’s gas supply is also in dispute. In 
connection with this problem, it is noted that El Paso has relied upon, and is 
now relying in substantial part upon natural gas resources from various fields 
producing gas well gas or dry gas from the San Juan Basin. By reason of the 
high percentage of casinghead gas employed in the operation of El Paso’s 
system, i.e., in excess of 50%, it is vital to the operation of El Paso’s system 
to have substantial quantities of dry gas to take the “swings.” These “swings” 
are occasioned by reductions in “allowables” and by demands made upon El 
Paso’s system in the winter heating season, a time when less casinghead gas 
is produced than in the summer months. In this connection El Paso in the past 
has relied upon, and is now relying in very substantial part upon dry gas 
sources from various fields in the San Juan Basin area. 

El Paso’s system while integrated may for the purposes of these proceedings 
be described roughly as being divided into two parts, one part being situated 
in the San Juan Basin area, and the other part being situated in the Permian 
Basin area. El Paso’s Permian Basin facilities are now transporting up to 
their full capacity, so that the addition of more reserves available to El Paso, 
which had to be transported through its Permian Basin area facilities would 
not make more gas per day available to the company on the basis of the 
capacity of its presently constructed Permian Basin facilities, but could possibly 
serve to increase the length of time during which additional reserves would 
be available, assuming that such additional casinghead gas could be taken when 
needed at a later time and assuming further no increase in the capacity of 
the facilities for transporting the gas from the Permian Basin. Of course, if 
there were an increase in the capacity of these transmission facilities, then a 
larger volume could be put through when the new facilities are installed. 

The natural gas involved here however, namely the Aneth area gas, although 
residue gas can and will be connected to the San Juan Basin transmission 
facilities. 

The San Juan Basin transmission facilities are those which are normally 
employed, among other purposes, to transport dry gas from the San Juan 
Basin. It is clear that if the producers and El Paso obtain the certificates 
which they seek here, then this residue gas at Aneth can be employed, whenever 
it is available, to displace to the extent possible gas which comes from the 
dry gas fields in the San Juan Basin. Accordingly, it is clear that this part 
of the El Paso Transmission System can and will be employed to transport the 
Aneth area gas, if certificated, to the west and California. If certificates were 


4Cf. In the Matter of San Juan Pipe Line Co., El Paso Natural Gas Co., and Pacific Gas 
€ Electric Co., Docket No. G—1067 et al., 9 FPC 170, 180 (July 14, 1950). 
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granted, there will be less dependence upon the dry gas sources from San Juan 
Basin, to the extent that additional supplies will be available from Aneth, and 
in veiw of the long history of disagreement over supply this would be helpful 
to El Paso and its customers. 

These contested claims as to volumes and deliverability in the El Paso system 
will be considered further in the decision which will be issued shortly in Docket 
No. G—12580. 

As we have noted, an important aspect of El Paso’s gas supply problem stems 
in part from the fact that El Paso obtains far more of its gas (in excess of 
50%) from oil wells than any other major interstate transmission company.’ 
Accordingly, it appears that the amount of gas supply available to the company 
is largely dependent upon the amount of petroleum produced. The amount of 
petroleum produced at a particular time is, in turn, dependent on market 
demand for that product and upon the action which may be taken by state 
proration authorities, particularly the Texas Railroad Commission since a large 
part of El Paso’s residue gas comes from the Permian Basin. No one can 
predict with certainty the action which may be taken in future years by the 
State authorities. The deficiency in residue gas which may occur with reductions 
in “allowables” has been made up by El Paso in the past by using gas from the 
dry gas fields, including those in Lea County and the San Juan Basin. The more 
residue gas available to El Paso and the greater degree of steadiness in the 
supply of such gas, the less dependence it will have to place on its dry gas 
resources. Accordingly, while it would be better for the El Paso system as 
a whole to have a larger percentage of dry gas as compared to residue gas to 
rely upon than that apparently available to it, the importance of obtaining 
more gas in the system whether it be residue or dry gas cannot reasonably be 
minimized, not only from the standpoint of El Paso’s interests as a business 
enterprise but also from the standpoint of the consumers which it serves. 

The problem of El Paso’s reserves has been adverted to in a number of 
Commission orders. It should be pointed out that the difference of opinion as 
to deliverable reserves available to El Paso between Staff experts and those 
employed by El Paso is of long duration. This problem did not spring up over- 
night. As far back as 1950 the Staff’s and El Paso’s experts, including DeGolyer 
& McNaughton, who were employed by El Paso to testify at that time, and also 
in this instance, differed regarding El Paso’s reserves.° 

The special circumstances governing El Paso’s operations because of especially 
heavy reliance upon gas from oil production as a resource have been a Commis- 
sion concern for almost a decade. In this connection, the Commission considered 
it necessary to comment concerning El Paso’s reserves in the San Juan Pipe Line 
Company case, 9 FPC 170, pp. 180, 181, that: 

While it is unquestionably a real service in the public interest to market 
such a considerable volume of flare gas, it imposes on the company a task 
of some magnitude to provide an ever-ready and adequate reserve of dry 
gas, since flare gas is available wholly as a result of the production of oil, 
and the height of oil production is in the summer and not during the winter 
when El Paso experiences its system-wide peak demands for gas. 

Another and equally important reason for a pipeline company to main- 
tain an ever-ready supply of dry gas, when relying upon a large volume 
of flare gas for the supply to meet its own pipe-line demands, is because the 
Railroad Commission of Texas and the Oil Conservation Commission of 
New Mexico may in any given month reduce the allowable production of oil, 


5 See testimony of the president of El Paso herein. 
® See Hl Paso Pipe Line Co., 9 FPC 170. 
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thereby reducing the availability of residue gas. Such oil allowables are 
fixed by those state agencies each month for each well in each field, and 
generally it is done by fixing the number of barrels per well per day for a 
stated and varying number of days per month. A variation in such oil 
allowable of as low as one day per month is calculated to result in a loss 
of approximately 20 million cubic feet per day of available flare gas to 
El Paso. It is not uncommon for a reduction of the number of days of 
producing oil to be as many as three or four, hence it is obvious that the 
pipe line may have to provide additional dry gas in volumes ranging from 20 
to 60 or even 80 million cubic feet per day. This can and often does occur, 
month by month. 


* * * * * * * 

On behalf of El Paso, it is argued that it is essential for the company 
to own oil and gas leases in substantial amounts in the San Juan Basin 
area to enable it to obtain gas in either small or large quantities, depending 
upon the amounts required to operate its system at peak efficiency and thus 
avoid the flaring of gas from the Permian fleld. 

The variations in oil allowables at this time would, of course, result in a cut- 
off of greater volumes of gas for El Paso than in 1950, when the Commission’s 
comment was written because the applicant has a larger amount of residue gas 
available to it now than in 1950. However, no comment can be made as to the 
effect percentage-wise, or in specific volumes of gas, on El Paso of a reduction of 
a number of days of producing oil because no such figures were developed during 
these hearings, although optimistic reference of a speculative character was 
made by the president of El Paso regarding possible future action of state 
authorities concerning allowables. 

With regard to earlier conflicts in testimony between Staff witnesses and those 
presented by El Paso as to the reserves, the Commission at page 183 of the same 
opinion said: 

We shall not attempt to weigh precisely the variations in the end result of 
the testimony of such expert geologists as Mr. J. F. Dougherty, now of 
DeGolyer & McNaughton and formerly a geologist for this Commission, and 
Mr. Ellis W. Evans currently on this Commission’s staff, which seldom results 
in satisfaction to anyone. 

In an order issued in Docket No. G—-10499 on December 19, 1956, the Commission 
in discussing El Paso’s disputed gas supply said: 

The record demonstrates that the additional gas supplies acquired by 
El Paso will be adequate to serve the three California utilities with the 
additional 151,725 Mcf per day on a firm basis for a period of 15 years. 
On this basis, El Paso’s ability to meet its system requirements is left 
unaffected by its proposal in this proceeding. Staff opposes issuance of 
the certificate, however, for the reason that the evidence does not show that 
El Paso will be able, commencing in 1959, and thereafter, to supply gas 
to meet its estimated system requirements. Staff points out that figures 
presented by El Paso showing a continuing balance of system supplies and 
requirements after 1958 are based upon an assumption of substantial reduc- 
tions in deliveries to the Southern California Companies and to PG&E 
and the abandonment of direct sales to certain industrials. It is clear that 
this assumption, in turn, is based upon the expiration of contractual com- 
mitments rather than upon a prediction of diminishing demands. In ap- 
proving the project, because of the exigencies of the situation confronting 

El Paso and consumers in California at the present time, we should not be 
understood as holding that certificate authority and obligations expire con- 
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currently with El Paso’s contractual commitments. Should El Paso seek to 
abandon jurisdictional operations and sales as its contractual commitments 
expire, we will pass upon such proposals as they arise. Cf. Sunray Mid- 
Continent Oil Co. v. Federal Power Commission, Case Nos. 5279, 5280, and 
5380, CA 10, decided October 29, 1956, 239 F. 2d 97; Panhandle Eastern 
Pipe Line Co. v. Federal Power Commission, 232 F. 2d 467, 471 (C.A. 3, 1956). 
Neither should it be construed from the issuance of a certificate at this time 
that we are unmindful of the serious problem facing El Paso with respect 
to its ability to meet its system requirements. The record conclusively 
demonstrates that after 1958 the requirements of present customers will 
exceed El Paso’s ability to supply gas to them. This, of course, is of serious 
concern not only to Bl Paso but to ultimate consumers in California and 
elsewhere on the El Paso system. Under the circumstances of this case 
we do not feel it appropriate to condition this certificate upon a solution 
of El Paso’s overall gas supply problem. However, we shall require in 
the next certificate proceedings which El Paso has before us, that it present 
a definite program demonstrating how its future system requirements are 
to be met and how the ultimate consumers will be protected. 

The next significant certificate applications filed by El Paso were given 
Docket Nos. G-11797 and G-12580. On June 6, 1957, a notice was issued con- 
solidating for hearing the applications for certificates of public convenience and 
necessity which had theretofore been filed by El Paso in these dockets. After 
the hearings in these consolidated dockets were concluded, the Commission, on 
February 24, 1958, waived the intermediate decision procedure in both dockets. 

On March 26, 1958, the Commission issued its order granting a certificate of 
public convenience and necessity in Docket No. G-11797 on the “merits”* and 
remanded Docket No. G—12580 to the Presiding Examiner for decision saying, 
among other things: 

. . . As will be apparent from the facts as we analyze them, there is 
doubt as to whether El Paso has demonstrated its ability to meet its system 
requirements after 1963 and it should continue its efforts to improve its 
over-all position in this respect. . . . 

On April 23, 1958, El Paso filed a petition to reopen the proceedings in Docket 
No. G-12580 solely in order to have received Exhibits 112, 113, and 114 which 
had been exhibits marked for identification in the consolidated proceedings 
and which had been marked as rejected exhibits. These exhibits purported 
“to show estimates of gas reserves and deliverabilities for the Bell Lake Field, 
Lea County, New Mexico, the Pucket Field, Pecos County, Texas, and the fields 
in the Blanding Basin area of San Juan County, Utah, and Apache County, 
Arizona, and which El Paso said it was offering simply to show that El Paso 
had additional gas reserves. Applications for certificates of public convenience 
and necessity pertaining to the claimed gas reserves in those fields had been filed 
recently and had been assigned Docket Nos. G—13833, G-13822, and G-—13862, 
respectively, and were then pending.” 

The Commission then issued an order on May 13, 1958, reopening the pro- 
ceedings in Docket No. G—12580 and directed hearings but did not limit the 
reopened hearing to the three dockets referred to in El Paso’s petition but 
ordered that: 

In such further hearing, El Paso Natural Gas Company shall present 
a complete and current showing of all of its gas reserves and gas de- 
liverabilities, distinguishing between certificated sources and non-certificated 
sources, and also of its gas requirements. 





7 See Commission’s order of March 26, 1958, 19 FPC 393. 
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On August 22, 1958, the Commission issued an order consolidating Docket 
No. G—12580 with Docket No. G—13862 and sixteen independent producer dockets 
and subsequently on September 5, 1958, the Commission consolidated Docket 
No. G-15431 relating to Superior with the other aforesaid dockets. The order 
set September 10, 1958, as the date for the commencement of hearings in the 
consolidated dockets and hearings began on that day and after a short recess 
were concluded on October 10, 1958. 

On September 30, 1958, prior to the conclusion of the hearings, Staff counsel 
addressed a motion to the Commission to dismiss the applications upon the 
ground that the evidence presented by the independent producer applicants 
had not established a prima facie case warranting the issuance of certificates 
of public convenience and necessity under Section 7 of the Act. 

Towards the close of the hearing while Staff counsel’s motion to dismiss 
was still pending, Phillips, joined by other independent producer applicants, 
made a motion to omit the intermediate decision procedure and this motion 
was referred to the Commission. On October 13, 1958, all the independent 
producer applicants except Western Natural and Petrol-Atlas addressed a 
written motion to the Commission to sever Docket No. G-12580 from the other 
dockets involved herein and to omit the intermediate decision procedure in the 
latter dockets. 

On November 7, 1958, the Commission issued its order granting the motion 
to sever but denied the motion to omit the intermediate decision procedure and 
referred Staff's motion to dismiss to the undersigned for determination in his 
decision. The Commission in its order of November 7, 1958, indicated that 
“there seems need for prompter decision” in Docket No. G—13862 than was 
required for decision in Docket No. G-12580 and accordingly, this initial decision 
in the independent producer cases has been issued by the undersigned prior 
to that to be made in Docket No. G—12580. 

The Attorney General of California, Southern California Gas Company, 
Southern Counties Gas Company, the City of Los Angeles, Pacific Gas & Electric 
Company, San Diego Gas & Electric Company, and Southern California Edison 
Company were intervenors in the proceedings (i.e., Docket Nos. G-11797 and 
G-12580), prior to the order of severance and the first three named parties 
have also been permitted intervention by separate order in the dockets referred 
to in the caption. 

An opportunity was afforded all of the parties and the Staff to file briefs and 
such briefs were filed on behalf of El Paso Natural Gas Company, Shell Oil 
Company, Aztec Oil & Gas Company, Phillips Petroleum Company, Western 
Natural Gas Company, The Pure Oil Company, General Petroleum Corporation, 
The Carter Oil Company, Continental Oil Company, Sun Oil Company, The Ohio 
Oil Company, Pan American Petroleum Corporation, Three States Natural Gas 
Company, Reynolds Mining Corporation, Petro-Atlas Corporation, The Texas 
Company, Superior Oil Company, Pacific Gas & Electric Company, Southern 
California Edison Company, Southern California Gas Company, Southern Coun- 
ties Gas Company of California, City of Los Angeles, California, San Diego Gas 
& Electric Company, Attorney General of California, and the Staff.® 


The Contract Provisions Covering Price 


The contracts executed by the independent producers (other than Western, 
as operator for itself and its associates, San Jacinto Gas Company and Three 
States Natural Gas Company) reflect arrangements not only for the sale of 


8The Public Utilities Commission of California addressed a letter to the Commission, 
dated October 25, 1958, supporting the Staff’s position in these proceedings and it has been 
fully considered. 
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casinghead gas but also for the disposition of the natural gas liquids contained 
therein. The casinghead gas involved here is very rich in natural gas liquids 
containing about 5 or 5% gallons per Mcf. The liquids to be extracted are 
natural gasoline, butane and propane. The gas to be purchased from Western, 
as operator, is sour gas. The price to Western, however, will initially be 20 cents 
per Mcf subject to deductions for purification and dehydration. 

The contracts with each of the producers (except those selling dry gas) 
speak in terms of a sale of casinghead gas at an initial rate of 20 cents per 
Mcf for such gas, with the basis of settlement or payment, however, being 
for residue gas delivered at the outlet of the gasoline plant which El Paso 
proposes to build in the Aneth area.™ 

The contracts provide that the sellers’ gas is to be acquired by El Paso and 
title is to pass at the wellhead at a delivery pressure of 15 psia. When the 
casinghead gas enters the plant, it is processed and the liquid hydrocarbons are 
extracted therefrom thus reducing the amount of gas sold as residue below the 
amount entering the plant as wet or casinghead gas. The liquids extracted from 
the casinghead gas are to be paid for by El Paso under a formula set forth in 
the contract providing for variable payments. The amount of the payments 
depend upon the liquid content of the gas, the plant load factor and the market 
value of the extracted liquids. The residue gas remaining after compression 
to 850 psig, processing and extraction of liquids is to be paid for subsequent to 
1962, at the rate of 20 cents per Mcf and at a higher rate prior thereto. Ac- 
cordingly, it appears that the payment of 20 cents per Mcf will be for pipeline 
gas, i.e., gas which has been processed to the point where it can go directly into 
the transmission system of the pipeline company. One of the witnesses (Dr. 
Vietti of Texas Gas Company) illustrated the operation of the pricing clauses 
of the contracts by an example. He said in substance that if 1,000 Mcf of 
casinghead gas were to go into the plant and only 750 cubic feet of residue came 
out of the tailgate, payment for the 750 cubic feet would be 15 cents but in addi- 
tion, the sellers would be entitled to a percentage of the revenue obtained from 
the sale of the liquids taken out of the wet or casinghead gas.’ 

El Paso will pick up the casinghead gas at the outlet of the separators on 
each of the producing oil wells at a delivery pressure of 15 psig. El Paso un- 
der its proposal will transport the casinghead gas through the gathering system 
which it will construct to its processing plant at Aneth where, as been pointed 
out, the gas will be dehydrated and liquefiable hydrocarbous removed and the 
gas will be compressed to 850 psig. The gas will be transported approximately 
75 miles to the inlet of El Paso’s existing San Juan Basin main line transmis- 
sion system where it will enter the San Juan facilities for transportation 
westward. 

The cost of picking up the gas at the wellhead and compressing, gathering 
and processing it including the extraction of liquids is estimated by El Paso at 
14 cents per Mcf. 

It is estimated by the producers and El Paso that the revenues derived from 
the sale of the liquids extracted from the casinghead or wet gas will be ap- 


8a See El Paso’s supplement to original application, page 3. 

® Texas in a brief filed herein argues that it is getting 1844 cents per Mef for its residue 
gas. This figure is arrived at by calculating the volumes of casinghead gas sold and by 
figuring the revenues received based on the volume of residue zas sold. Prices should be 
considered either on the volume of casinghead gas sold and revenues received therefrom 
or on the volume of residue gas sold and revenues received therefrom. Either one Sasis 
or the other should be used and not this mixture of prices on one basis and volumes on 
another. The method by which Texas reached its conclusion of 18% cents per Mef is 
erroneous. 
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proximately 21 cents per Mcf. Out of these revenues from the sale of such 
liquids, it is estimated that on a basis of a recovery of 21 cents for the liquids, 
El Paso is to keep 3% or 14 cents per Mcf and the balance is to go to the pro- 
ducers. In this way, it has been estimated that El Paso will get back in revenues 
its costs of gathering and processing, and the producers will get about seven 
cents for each Mcf of gas converted into liquid hydrocarbons, in addition to the 
revenues from the sale of the residue gas which remained after the liquids 
were removed. 

The price provision contained in Article XII of the casinghead gas contracts 
(all of which are substantially identical in terms) reads as follows: 

Section 1. Buyer shall pay Seller for the Residue Gas taken hereunder 
into its pipeline system at the price per thousand (1,000) cubic feet set 
forth in Section 7 of this Article XII and for the products contained in the 
casinghead gas received from the Seller hereunder the prices set forth in 
Sections 3 and 4 of this Article XII, and the percentage of the products 
retained by the Buyer shall be deemed to cover all costs of gathering and 
processing the casinghead gas in the plant. The prices referred to in the 
preceding sentence (or, as to liquids, Seller’s portion taken in kind, in ac- 
eordance with Section 10 of this Article) shall constitute the entire con- 
sideration to be paid by Buyer to Seller for the casinghead gas delivered 
hereunder. 

The volume of residue gas attributable to each lease covered by the contracts 
is determined in Article XI of the contract which includes a table relating to 
the “Percentage of Casinghead Gas remaining as residue after extraction of 
gasoline and plant use based upon gasoline content in gallons per 1,000 cubic 
feet (G.P.M.).” 

The price per Mcf of gas set forth in Section 7 of Article XII of the contract 
provides for an initial price of 20 cents per Mcf beginning with the initial de- 
livery under the contract. This is to be the price for the first five years of the 
contract. The price as set forth in the contract is then to escalate 1 cent per 
Mef each succeeding five-year period and the contract is to remain in existence 
for a total of 25 years. 

Sections 3 and 4 of the contract provide for an additional payment by El 
Paso to the producers selling casinghead gas for liquid products extracted 
therefrom, in accordance with an “Applicable Percentage Table” contained in 
Section 2 of the contract. 

It will be noted that Section 1 of Article XII of the contract quoted in part 
above provides that “the percentage of the products retained by the Buyer shall 
be deemed to cover all costs of gathering and processing the casinghead gas in 
the p.ant.” 

Based on the language of the contract and the explanation of the manner in 
which the contract is to operate given particularly by the witnesses for Shell 
and Texas, it appears that El Paso is to pay for residue gas compressed to 850 
psig at the rate of 20 cents per Mcf at the tailgate of the plant, i.e., for natural 
gas with liquids removed. The liquids would require removal so that they 
would not interfere with the proper operation of El Paso’s transmission system 
from an engineering standpoint. In addition, the liquids have a high economic 
value to the producers and El Paso and will be sold. 

As to the liquefiable products, it appears from the contract that it was con- 
templated by the parties that “the percentage of the products retained by the 
buyer shall be deemed to cover all costs of gathering and processing the casing- 
head gas in the plant.” In this connection, Mr. William B. Golush, a witness 
for Shell, pointed out that: 
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Under this type of deal, of course, El Paso, as they point out in their applica- 
tion for Aneth, look to their percentage of the recovered liquids to, in 
effect, pay for their costs, including the cost of compression and absorption 
and shrinkage, and so forth. 

As pointed out, in addition to the 20 cents per Mcf for the residue gas, the 
producers of the casinghead gas will get additional compensation for the liquid 
hydrocarbons coming out of the casinghead gas. Of course, this additional com- 
pensation is made possible through the investment in the facilities comprising 
the gasoline plant El Paso has agreed to construct, and the cost of this invest- 
ment will go into the rate base in El Paso’s next rate case and will also have 
an effect on rates in the future. 


Petro-Atlas 


Petro-Atlas did not appear and no evidence was offered on its behalf and its 
application is dismissed. 


“Evidence” Offered by Pan American and General Petroleum 


With the exception of Petro-Atlas, Pan American and General Petroleum, 
each one of the independent producers introduced evidence by a witness who 
appeared to have personal knowledge of the facts regarding the individual 
applicant’s participation in the negotiations leading to the making of the 
contracts and who appeared to have personal knowledge of the facts set forth 
in the application and who gave other evidence relative to the proceeding. 
Bach of these witnesses was subjected to cross-examination regarding the 
material facts within his possession. 

Pan American, on the other hand, produced no witness to support its applica- 
tion. Pan American does not disclose in its application the volumes of natural 
gas it proposes to sell to El Paso. General Petroleum in its application states 
that it operates several wells, but makes no mention of its interest in them or 
the specific number. General Petroleum produced a witness in the employ of 
El Paso who testified that he had no personal knowledge of the facts alleged 
in General Petroleum’s application. In addition, counsel for General Petroleum 
testified that he was authorized to state that the company was able and willing 
to perform the service involved. No other evidence was produced by General 
Petroleum. 

In substance, both Pan American and General Petroleum chose to treat this 
proceeding as though it were one coming within the ambit of Section 1.32(b) 
of the Commission’s Rules of Practice and Procedure which relates to non- 
contested proceedings. However, this method of proceeding without any wit- 
nesses or proceeding without witnesses having any personal knowledge of the 
facts, is an exception permitted only in abridged proceedings placed on the 
non-contested calendar. 

It is not a permissible procedure in contested proceedings to prevent inter- 
rogation or inquiry of an applicant by the method chosen by Pan American and 
General Petroleum, since it would deprive the Staff and intervenors of the op- 
portunity of cross-examination of persons who had direct knowledge of the sub- 
ject matter of the litigation. The knowledge, for example, of one party to the 
contract, such as the pipeline buyer, is not a substitute for the right of interro- 
gation of the independent producer applicant or of such applicant’s officials or 
officers. Moreover, in the absence of the special provisions of Rule 132(b) and 
the practices permitted thereunder, the introduction in evidence of an applica- 
tion for a certificate proves no more than that the latter document was filed with 
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the Commission. This would no more establish a prima facie case than the in- 
troduction of a verified complaint in a contested law suit filed in a court of law 
would establish a prima facie case. This is not a case where the shortened pro- 
cedure is authorized. Nor is the fact that El Paso has described the negotiations 
generally from the buyer’s standpoint by which the contracts with these two ap- 
plicants were arrived at sufficient to aid them. The calling of an El Paso witness 
cannot deprive intervenors and Staff of their right to interrogate an applicant 
or an applicant’s officers regarding the authorization sought. 

The provisions of Section 1.32(b) of the Commission’s Rules of Practice and 
Procedure and the limitations thereunder were called to the attention of counsel 
during the hearing but nevertheless no witnesses having personal knowledge of 
the facts alleged in the applications were presented. If this method of proceed- 
ing were permitted, every applicant in a contested matter such as this one could, 
if he chose, put his application in evidence and then rest his case. On this 
theory of procedure no witness need be produced, and there would be no necessity 
for a formal hearing in any case. Neither the Staff nor any intervenor nor any 
other party would be able to cross-examine, no witness having appeared. The 
course adopted by Pan American and General Petroleum would if permitted 
make a complete farce of the Commission’s procedures in formal cases. 

The applications of Pan American and General Petroleum are dismissed with- 
out prejudice to their right at such future time as they may consider it advisable 
to file another application and present witnesses in support thereof or unless 
they file an application which may be processed under the provisions of Section 
1.32(b) of the Rules of Practice and Procedure. 


The Evidence Offered by the Independent Producers 
A. The General Approach 

The evidence offered by the independent producers assumed a substantially 
similar pattern. In general, the evidence presented may be summarized as 
follows: 

Each producer offered its application for a certificate of public convenience 
and necessity in evidence, including appended exhibits. The exhibits included 
the contract executed by each producer with El Paso. 

A witness was presented by each producer who testified that he was the official 
who had signed the application for a certificate of public convenience and neces- 
sity, had signed the contract with El Paso and was familiar with its terms. 
He testified further that he had participated in or had personal knowledge of the 
negotiations which had preceded the execution of the contract and that these 
negotiations were held at “arms-length.” Further, he testified that there was no 
affiliation between the producer and El Paso and the only relationship between 
the parties to the contract was that of buyer and seller.° The witness also 
testified that the independent producer was willing to accept a certificate author- 
izing the sale in accordance with the terms of the contract. 

The producer applicant accepted and adopted the testimony of El Paso’s wit- 
nesses relating to the reserves available at Aneth to support the sale of the gas 
contracted for and the expenditures necessary to build a gasoline plant, gathering 
and transportation facilities. 

No evidence was offered by any producer showing the amount of its investment 
or its cost of service at Aneth or any place else. No evidence was offered by 
any independent producer to show that the rate at which the gas is proposed to 
be sold is just and reasonable in terms of revenue requirements or on any basis 
other than that it was a rate which El Paso had agreed to pay after arm’s-length 
bargaining. 
























1 See, however, discussion hereinafter relating to Western Natural Gas Company. 
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On cross-examination, each witness for a producer, when asked questions, the 
answers to which indicated that sales of natural gas were being made in the 
San Juan Basin and in the Permian Basin at prices running in practically all 
cases in the general range of 10 to 12 cents per Mcf, claimed that the prices 
charged for natural gas by producers in the San Juan Basin or in the Permian 
Basin should not or could not be used for comparison purposes. Aneth, they 
said, represented a new field and no market price for natural gas had thereto- 
fore been created for the area. 

The producers selling at Aneth claimed that the substantially lower prices 
charged by producers for natural gas in the San Juan Basin or in the Permian 
Basin were not comparable with the higher prices fixed in the Aneth contracts 
because of (1) the difference in the magnitude of the gas being disposed of at 
one and the same time by all producers together at Aneth to El Paso as com- 
pared to individual sales by producers at various times at San Juan (the total 
gas being produced by all producers at San Juan exceeds that of all producers at 
Aneth); (2) the differences in the quality of Aneth gas (principally richer 
liquid content) as compared to San Juan or Permian gas (3) the location of the 
Aneth gas in relation to nearness to the large and potentially larger markets in 
California which made this particular source especially valuable to any pipeline 
purchaser especially at a time of rising demand like the present; and (4) the 
value of the dollar which is much less now than it was at the time the majority 
of the contracts in San Juan and Permian Basin were executed and which con- 
tracts now form the pattern for prices for the sale of gas in the latter areas, 
i.e., the producers’ position was that all costs have risen because of inflation 
including theirs and this was a factor showing that they were entitled to more 
for gas than was received in contracts executed years earlier in different eco- 
nomic circumstances. However, no cost figures were presented by which to 
measure the effect of inflation on the costs of any of the producer applications, 
and there is no evidence in the record by which the inflation in the economy can 
be measured as it may have specifically affected any particular applicant’s 
operations. 

The direct testimony of the producer witnesses was very short in length taking 
up but a comparatively few pages of the record in each case. The greater part 
of this record is comprised of the cross-examination of the producer witnesses, 
the direct testimony and cross-examination of El Paso witnesses and some of the 
record is taken up with the examination and cross-examination of a Staff 
witness. 

The producers having the largest interests in the casinghead gas to be pro- 


duced in the Aneth area are Texas, Shell, Superior, Continental, Carter, Aztec, 
and Phillips.” 


B. The Producers’ Approach Considercd in Specific Application 

Although the other producer applicant’s are not bound by Shell’s evidence, it 
will be discussed in greater detail than outlined hereinbefore, because it is highly 
representative of the specific position on every really material issue taken by 
the major independent producers represented in these proceedings. 

The direct testimony offered on behalf of Shell was very short. Shell pro- 
duced one witness, W. B. Golush, who was manager of the head office, Gas De- 
partment, in Shell Oil Company’s Exploration and Production Department. This 
witness testified that he had signed Shell’s application for a certificate of public 


4 According to El Paso’s application in Docket No. G—13862, the larger independent 
producers will deliver on a wellhead basis the following daily quantities of gas: Texas, 
28,000 Mcf; Shell, 20,000 Mef; Superior, 27,500 Mcf; Continental, 12,000 Mef; Carter, 
7,748 Mef ; Aztec, 3,300 Mcf ; and Phillips, 3,000 Mef. 
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convenience and necessity which was received in evidence in these proceedings. 
The witness had participated in and supervised the negotiations leading up to 
the consummation of the contract with El Paso which was an exhibit in the 
proceedings and was dated November 4, 1957. 

The negotiations between Shell and El Paso took place over a period between 
February or March 1957 and November 1957. An amendment to the contract 
was executed shortly after November 1957 but did not change the substance 
thereof. The witness testified in substance that there was no affiliation between 
Shell and El Paso; that the relationship was solely that of seller and buyer; 
that others were interested in acquiring Shell’s gas in the Paradox Basin; that 
it became apparent after plans had been laid for the construction of a pipeline 
to take the crude oil out of the area that with the crude oil there would be pro- 
duced large quantities of natural gas; that to preserve the economic interests of 
Shell and to avoid the waste which would be occasioned by flaring the gas, 
utilization of the gas through sale or otherwise was advisable. 

The witness further stated that Shell was willing and able to perform the 
service of selling its gas to El Paso as set forth in the application and would 
be willing to perform “if an acceptable certificate is obtained.” The witness 
adopted the testimony of El Paso concerning the reserves in the Paradox area. 

This was the sum and substance of Shell’s entire presentation in its direct 
testimony. It should be added that the evidence offered in support of the 
applications of each one of the individual independent producers was consistent 
with or in material aspects substantially similar to that of Shell. 

On cross-examination of Mr. Golush, the Shell witness, it was developed that 
Shell had not made any determination of the cost of the production of the 
natural gas proposed to be sold to El Paso. The witness was familiar with 
over-all custs in Aneth. However, Aneth is an oil producing area and gas is 
produced in conjunction with the production of oil and no breakdown apparently 
was made by Shell to determine separately the cost of producing gas and the 
cost of producing oil. The witness stated that he did not know what it cost 
to produce the gas which was being sold. 

The witness carried on a negotiation for the sale of gas with Mr. Kayser, 
president of El Paso, and a negotiation was also carried on under the witness 
supervision by other personnel employed by Shell with other officials of El Paso. 
Mr. Kayser during his first discussion with Golush mentioned a price of 13 
cents per Mcf. The witness explained that Mr. Kayser was “thinking in terms 
of some business that he was doing elsewhere not too close to the Paradox” Basin 
in which the gas involved here was being produced. 

The first large discoveries in the Paradox Basin insofar as Shell was concerned 
came in 1956. At about that time Shell had decided to build an oil pipeline from 
the Aneth area going west to California. That line ultimately was built. It 
turned out to be a joint venture known as the Four Corners Pipe Line 
operated by one of Shell’s subsidiaries with Shell having a 25 percent interest 
in the pipeline. Shell is a major refiner in Southern California, and elsewhere, 
and the witness pointed out that Shell consumes as much as fifty million feet a 
day of natural gas in its California refineries and plants operated by it and its 
affiliates. 

Among the matters under consideration by Shell was the possibility of laying 
a gas pipeline within the same right-of-way as the Four Corners Pipe Line to 
carry gas to California for consumption in its plants and affiliated plants. An- 
other matter under consideration by Shell was the possibility of selling gas 
directly to Southern California Edison. A third possibility arose when Trans- 
western representatives indicated they were very much interested in buying the 
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Aneth gas from Shell. Texas Eastern representatives also visited Shell in 
connection with the possible purchase of the gas. 

Golush indicated that the price first offered by El Paso was far below what Shell 
would be willing to sell its gas for. The first offer from Transwestern was 15 
cents per Mcf for residue gas. This offer was made about March 27, 1957. How- 
ever, in the opinion of the witness, such a deal would not be satisfactory because 
the Aneth gas was rich in hydrocarbons and the sale of residue gas so rich in 
hydrocarbons without compensation to Shell for some portion at least of those 
hydrocarbons was not satisfactory. 

Of course, it must be remembered that this witness felt duty bound to obtain 
for products produced by Shell the highest possible economic benefits for his 
company and so indicated on the record. In addition to the problem of obtaining 
compensation for the natural gas which was being produced, the witness also 
believed that Shell was entitled to compensation for liquids which might be 
recovered during the processing of the wet gas before injection into El Paso’s 
transmission system. In addition, other matters had to be given consideration 
such as conditions of delivery, rate of takes, pressure, facilities, problems of 
repressuring and reinjection of gas. 

The witness realized that the oil pipeline would be in operation by March 1958. 
Accordingly, another factor had to be considered, namely, the time factor. If 
the oil were produced and no disposition were made of the natural gas produced 
with the oil, then the natural gas would have to be flared. Flaring, of course, 
would be wasteful from every standpoint. It would constitute a waste of a 
great natural resource. There would be a waste financially in that no economic 
recovery would be had by Shell for the gas which was being wasted and the 
royalty owners and other persons having an interest in the field would also 
suffer because they would not obtain the economic benefit that a disposition 
of that gas through sale would produce. 

The witness considered the various possibilities open to his company and con- 
cluded that the possibility of his company transporting the gas to California 
had limitations in that it would be uneconomical to build a pipeline for the 
quantity of gas which Shell was then producing, although he believed that the 
area would produce substantially more gas at a later period. He also con- 
cluded that it was in Shell’s interest to make an agreement with El Paso rather 
than with Transwestern because El Paso was a large pipeline company actually 
engaged in the transportation of gas, whereas Transwestern had not as yet 
even been certificated. In addition, the witness was well aware of the tremendous 
and growing demand for gas in California which could take not only the pro- 
duction of gas in immediate contemplation at Aneth but also the large potential 
quantities which might be taken out of the area in the future. He was also 
well aware of the fact that El Paso badly needed to improve its gas supply 
situation which had been the subject of recent critical comment in a number of 
Commission orders and opinions. 

When a series of steadily increasing offers had reached the 20 cent level 
for residue with additional compensation for liquids, he recommended to his 
company that Shell enter into the contract being considered here. In this 
connection, it should also be observed that Shell would get additional benefits 
including the right to use gas for recycling, repressuring and other purposes. 

There was no attempt at justification of the 20 cent price on the basis of cost 
or revenue requirements, or indeed on any basis other than that it was reached 
by agreement. There is no evidence in this entire record as to whether 20 cents 
per Mcf for residue gas from Aneth is or is not a just and reasonable price. 
Questions addressed to this witness and all other independent producer witnesses 
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relating to any aspect of cost were vigorously objected to by counsel for the 
producers on the ground that the Commission had held in other Section 7 pro- 
ceedings that there was no obligation or duty on the part of a producer to show 
what the cost of producing gas was and it was further contended that the 
Commission has said that there is no obligation on a producer applicant in a 
Section 7 proceeding to establish that the price was just and reasonable, the 
justness and reasonableness of price being reserved for either a Section 4 or 
Section 5 proceeding. 

Also, it may be observed that questions addressed to witnesses for the pro- 
ducers relating to the prices which such producers received for gas produced 
in other places were objected to by applicants as not being relevant evidence 
because, among other things, it was contended that such questions related to the 
problem of just and reasonable price and a certificate proceeding was not 
an appropriate one to go into such matter. There was no evidence offered 
at any time or produced by any independent producer showing the rela- 
tionship between the cost of producing the natural gas proposed to be sold, 
including reasonable return on any investment made and the revenues which 
might be derived from such sales. 

Finally, the only justification, aside from the factors described, which was 
offered by Shell’s witness was that in his view the 20 cent price in Aneth was in 
line with the 12 cent price in San Juan Basin because Aneth was a new, 
relatively unexplored major province whereas in the case of the San Juan 
Basin, according to the witness, there was very low capacity, poor wells, low 
deliverability, low pressure, carbon dioxide and the contracts in San Juan were 
negotiated seven or eight years ago or earlier. The witness believed that prices 
in San Juan should not or could not be of much help in deciding what the fair 
market price for Aneth gas might be. 

While Shell’s witness did not offer any cost evidence, he indicated that Shell 
kept numerous books of account and complete records of its expenditures, but 
that the company had made no breakdown of its accounting or other records 
which would show separately the cost of producing the natural gas proposed to 
be sold here, and stated that he did not know or have readily available to him 
any figures on the cost of producing Aneth gas. 

It was abundantly clear here that Shell was not claiming that it was entitled 
to sell the gas at 20 cents per Mcf based on any cost of service and revenue 
requireinent concept or any other recognized public utility concept. In this 
connection it was made clear that Shell’s position is that it is not required under 
the Act, as interpreted by the Commission, particularly in the Hope,” Seaboard,” 
and Transcontinental“ cases to show that the price fixed in the contract is a 
just and reasonable price as that term is employed in Sections 4 or 5 of the Act. 
Indeed, Shell and every other independent producer involved here contends that 
there is no obligation within the meaning of the phrase “public convenience and 
necessity” as employed in Section 7 which requires an applicant to show that 
the price is “just and reasonable.” It was further contended that the only 
obligation of an applicant is to show that the rate at which the gas is proposed 
to be sold in a Section 7 proceeding was one fixed on the basis of arm’s-length 
bargaining by nonaffiliated companies and that the sale of the gas is economically 
feasible at such rate. Economically feasible in this context apparently means 


12 In the Matters of Hope Natural Gas Company, et al., Docket No. G—12571, et al., 19 
FPC 405. 


13 In the Matters of Seaboard Oil Company, Operator, et al., Docket No. G-11970 (Opin- 
ion No. 309), 19 FPC 416. 


“In the Matters of Transcontinental Gas Pipe Line Corporation, et al., Docket No. 
G-13143, et al. (Opinion No. 315), 20 FPC 264. 
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that the producer had a contract to sell and therefore had a market for the 
gas at the price agreed upon with the pipeline buyer. 

The fact of the matter, insofar as price was concerned, as demonstrated by 
the record, is that the objective of Shell’s negotiator was to get as much for 
the Aneth gas and the liquid hydrocarbons contained therein as the traffic 
would bear in the light of all the circumstances surrounding the negotiation 
which included an urgent need by El Paso to improve its gas reserve situation, a 
need which was accented by a tremendous and growing unsatisfied consumer 
demand for gas in California, and further emphasized by the Commission’s or 
ders to El Paso in Docket Nos. G—10499, G-11797 and G—12580 indicating an 
urgent necessity, in the Commission’s view, for El Paso to improve its gas 
reserve situation. 

In substance, the picture presented by the negotiators for the producers was 
a picture of experienced businessmen trying to get the best possible deal for 
the companies they were representing. The same may be said of the witnesses 
representing El Paso who negotiated these contracts. Such differences in bar- 
gaining position as may be said to exist came into being by reason of the sure 
knowledge of the producers of the tremendous demand for gas in the United 
States and particularly in California and their awareness of the published 
critical comment of the Commission concerning the ability of El Paso to meet 
demands on its system in the light of its reserve situation and the knowledge 
of the statements of the Commission regarding the advisability of El Paso 
improving its reserves. In this connection there was the further fact that the 
producers had the option of dealing with either El Paso or Transwestern,” both 
of which appeared to be very anxious to acquire this gas and they further had 
under consideration use of the gas in their own refining plants in California 
and the possibility of selling the gas to Southern California Edison Company 
or selling the gas through a pipeline which they could construct themselves. 

It was clear from the testimony that the management of El Paso believed 
that if it did not agree to meet the price finally reached with the producers, it 
might not obtain the Aneth supply. All of these factors led El Paso to make 
the offer which brought the Aneth gas to the price level proposed in this 
proceeding. 

In addition, there is the fact that none of the negotiators for the producers 
knew how much it cost to produce natural gas at Aneth and they had as their 
goal not the attainment of some particular level of profit or return but the 
attainment of a price level on the basis of the highest price which could be 
reached in the circumstances described. 

Since there is no evidence in this record as to cost or any other evidence upon 
which it could be determined whether the rates agreed upon were just and 
reasonable or unjust and unreasonable, no conclusion as to their reasonableness 
can be made. 

The most important discussion by any El Paso representative and any pro- 
ducer took place in New York between Mr. Golush and Mr. Kayser. This was 
the most important negotiation because it was the first step towards the reach- 
ing of an agreement between one of the really large interests in the field, namely 
Shell, and El Paso. The fact that an agreement was reached with a producer 


% Transwestern offered slightly better terms insofar as escalation provisions in the con- 
tract were concerned. According to the Transwestern contract with Superior, escalation 
would take place every four years instead of every five years, but it was clear that Trans- 
western could not take the gas as quickly as El Paso whose system was in actual opera- 
tion and had been certificated for many years. In Shell’s viewpoint and apparently 
in the opinion of most of the producers, the economic advantage to them was therefore 
greater under El Paso’s offer than under Transwestern’s offer. 
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as large as Shell led to the execution of the agreements herein by the other 
producers in the field. 

Mr. Kayser was in New York apparently in connection with some phase of 
El Paso’s business other than the acquisition of the Aneth gas some weeks 
before Shell and El Paso came to an understanding relative to the purchase 
of Aneth gas. At that time, Mr. Golush called Mr. Kayser’s attention to the 
magnitude of the gas resources to become available for sale at Aneth. This 
conversation with Mr. Golush apparently spurred El Paso on to even greater 
efforts to acquire the additional supplies of natural gas from the Aneth area. 

Mr. Steen, a vice president of El Paso, had prior to Mr. Kayser’s conversa- 
tion with Mr. Golush and later, exerted tremendous efforts to line up all the 
producers in the Aneth area to sell their casinghead gas to El Paso but his 
efforts had met with very considerable resistance because, among other reasons, 
the producers were still engaged in exploring the Aneth area to determine 
the magnitude of the oil and gas reserves and did not want to commit themselves 
until they had more detailed knowledge of the volume of reserves which would 
be available and other factors. In addition, the producers being fully aware 
of the tremendous and growing market for gas in many parts of the United 
States including California and the strategic location of Aneth vis-a-vis the 
California market, the efforts of Transwestern to get a gas supply, as well 
as the urgent necessity on the part of El Paso to acquire new gas supplies were 
not at all concerned about their ability to find an eager buyer for the gas. As 
a matter of fact, some of the producers, particularly Texas, were aware that 
El Paso had tried unsuccessfully to acquire the CATCO gas.” Accordingly, 
Shell and other producers did not accept the opening offers of El Paso or 
Transwestern and in general made no counter-offers and instead waited while 
the bidders for the Aneth gas, i.e., Transwestern and Hl Paso kept raising their 
offers. The producers were in a position to sit back and wait because, among 
other reasons, the offers started coming in while they were engaged in the 
development of the Aneth field and flaring during this period was not taking 
place on a large scale. When the point was reached in the development when 
large quantities of gas were being flared and more were in danger of being 
flared unless sold and when the offer of El Paso had reached 20 cents per Mcf 
for the residue gas plus other important benefits including payment for the 
liauid content of the wet gas, they decided to accept El Paso’s offer. 

Superior had contracted to sell its gas at an initial price of 20 cents per Mcf 
to Transwestern. When it appeared, however, that all the other producers herein 
had contracted to sell their gas to El Paso, Superior exercised is right of with- 
drawal under its contract with Transwestern and also agreed to sell to El] Paso 
on the same terms as the other producers. 

As for Western Natural, the latter company as operator, acting for itself, 
Three States and San Jacinto entered into a contract to sell sour gas well gas 
at an initial price of 20 cents per Mcf to El Paso subject to certain deductions 
for purification and dehydration. These deductions will have a considerable 
effect on the ultimate net amount Western and its associates will get for their 
gas. Depending on the extent of the impurities to be removed, it is estimated 
Western as operator will get between 13 and 17 cents per Mcf. The price to 
Western is closer to San Juan prices than the prices agreed to by the other pro- 
ducers. Moreover, it is dry gas and therefore its production will not be depend- 
2nt upon oil production which in the case of El Paso has importance. 


16 See Public Service Commission of the State of New York v. Federal Power Commis- 
sion, 257 F. 2d 717 (known as the CATCO case), discussed hereinafter. 
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Western Natural 


In the consolidated hearings involving Docket Nos. G-—11797 and G—12580, 
there was received in evidence Exhibit No. 6 relating to subsidiaries and affilia- 
tions of El Paso including Western, reading, in part, as follows: 

Western Natural Gas Company is engaged primarily in the exploration for 
and production of oil and natural gas. El Paso Natural Gas Company owns 
847,422 shares of the Common Stock ($1 par), 47,005 shares of the 5% 
Convertible Preferred Stock (1952) Series) and 42,372 shares of the 5% 
Convertible Preferred Stock (1955 Series), of Western Natural Gas Com- 
pany. Such holdings represented, at January 15, 1957, approximately 
23.08% of the Common Stock, 24.81% of the 1952 Series Preferred Stock 
and 21.95% of the 1955 Series Preferred Stock of Western Natural Gas 
Company then outstnding. Such 1952 Series Preferred Stock ($30 par value) 
is currently convertible into two shares of the Common Stock of Western 
Natural Gas Company for each share of such Preferred Stock and such 
1955 Series Preferred Stock (also $30 par value) is currently convertible 
into two and one-half shares of such Common Stock for each share of such 
Preferred Stock 

Presumably the statements in Exhibit 6 relating to Western Natural were 
made pursuant to the provisions of Section 157.14(4) of the Commission’s Regu- 
lations under the Natural Gas Act which requires certificate applications to 
eontain the following information : 

(4) Exhibit D—Subsidiaries and affiliation. If applicant or any of its 
officers or directors, directly or indirectly, owns, controls, or holds with 
power to vote, 10 percent or more of the outstanding voting securities of 
any other person or organized group of persons engaged in production, trans- 
portation, distribution, or sale of natural gas, or of any person or organized 
group of persons engaged in the construction or financing of such enter- 
prises or operations, a detailed explanation of each such relationship, includ- 
ing the percentage of voting strength represented by such ownership of 
securities. If any person or organized group of persons, directly or indi- 
rectly, owns, controls, or holds with power to vote, 10 percent or more of 
the outstanding voting securities of applicant—a detailed explanation of 
each such relationship. 

In addition to the information furnished above, it appeared that certain El 
Paso directors, namely, Kayser, Liddell, and Vanston are directors of Western 
and form one-third of its Board. These individuals and their families are 
beneficially interested in substantial amounts of Western Natural stock. Further, 
the president of Western testified that ownership of the stock was widely 
scattered. Western’s securities are not listed on any national securities exchange 
but are sold over-the-counter. These factors are entitled to weight where there 
is an issue of “control” of the management of one company by another. Such 
facts tend to indicate a substantial degree of control of Western by a tightly 
knit stockholder group where the latter’s holdings are as large as those of El 
Paso, and its officers, directors and their families. Accordingly, it could hardly 
be said that negotiations between Western and El Paso were negotiations at 
arm’s-length. 

The fact that Western also represented Three States and San Jacinto does 
not establish that there was arm’s-length bargaining. Nor does the fact that 
Western had a “partnership” relationship to Three States and San Jacinto 
establish arm’s-length bargaining with El Paso. Moreover, even if arm’s-length 
bargaining existed, it would not establish that the rates were just and reason- 
able. No claim is made that Three States or San Jacinto were the object of 
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injustice, the contention of certain intervenors being that the latter were getting 
too much, not too little. It should also be said that there does not appear to 
have been any act of bad faith by Western in regard to its associates, namely, 
Three States and San Jacinto. 

The testimony of the president of Western could not have been more candid 
or more straightforward. The price arrived at with Western was closer to San 
Juan prices than that reached by other producers in the Aneth area insofar 
as the rate level was concerned. As has been pointed out, the price for Western’s 
gas will be somewhat less than that for the residue gas because of the reduction 
in rate level brought about through the reduction in payments due to the re- 
moval of impurities therein. Moreover, Western is not receiving any compen- 
sation for liquids as are other producers. There is no evidence however to show 
whether the price it seeks is just and reasonable or unjust and unreasonable. 


El Paso’s Evidence 


El Paso presented evidence showing that the prices for gas contained in its 
Aneth contracts will not “trigger” prices it pays to other producers. Of course, 
it should be remembered that the importance or lack of importance of this 
factor is to be measured in the light of the fact that under the law as it 
now exists, increases in contract prices for gas sold in interstate commerce due 
to the existence of “favored nations” clauses or other types of escalation clauses 
would not be authorized by the Commission on a permanently effective basis 
unless the Commission were to find after a formal hearing that a producer’s 
increased prices were justified on the standards set forth in Sections 4 or 5 
of the Act. Mere agreement to increase prices at some future date does not 
establish that such prices will be found to be just and reasonable when the 
hearing is held. On the other hand, a producer whose contract does not contain 
a “favored nations” clause can also obtain an increase in his rates without 
an escalation clause and even over the objection of the rate payer if justified 
under the provisions of Sections 4 or 5 of the Act. 

El Paso presented evidence principally through the testimony of its president, 
Mr. Paul Kayser, and a vice president, Mr. H. G. Steen, in charge of pipeline 
operations and a director of the company, the net effect of which is to establish 
that while El Paso exerted sincere and indeed strenuous efforts in their nego- 
tiations to obtain the Aneth gas at prices substantially lower than that agreed 
upon, their efforts to come to an agreement with the producers at lower prices 
were unsuccessful. It also became obvious to El Paso that the producers at 
Aneth would not agree to sell their cashinghead gas unless additional provision 
was made for compensation to them for the highly valuable liquid contents 
of the wet gas. It was clear also that El Paso was not alone in its efforts to 
obtain the Aneth gas. Further, the impression was conveyed to El Paso’s manage- 
ment that the gas might possibly be put to various uses by the producers acting 
individually or collectively other than by sale to El Paso, if a price level was 
not reached which would be satisfactory to them. El Paso was also well aware 
that it was competing with Transwestern in its efforts to obtain this gas. 

El Paso did not offer 20 cents per Mcf for the gas when it first approached 
the producers in April 1957. El Paso’s first written offer was contained in a 
letter dated April 2, 1957." Three alternative proposals were made in this letter. 
The first of these was to pay 14 cents per Mecf for residue gas at the tailgate. 
In this connection El Paso’s offer also provided that it would construct all the 
gathering, processing and compression facilities and would pay the producers 


17 Exhibit 9Z. 
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a portion of the revenues received by El Paso from the sale of extracted products. 
A second alternative offered the producers by El Paso in the April 2, 1957, letter 
was to have the producers construct the gathering and processing facilities, 
with El Paso furnishing the compression facilities and agreeing to pay 14 cents 
per Mcf at the tailgate and getting 3% cents per Mcf from the producers for 
its compression costs. The third alternative offered by El Paso was to buy 
residue gas at the outlet of a plant to be built by the producers at a price of 
14 cents per Mcf. 

The only producer to agree to this and every subsequent proposal made by 
El Paso was Three States, but it was not intended that Three States be bound 
thereby for in the case of this producer there was an oral understanding that 
the producer would get from El Paso any better price finally agreed to by the 
latter for gas in the Aneth area. Three States quite evidently was trying to 
help El Paso “break into” the Aneth area where El Paso was finding it very 
difficult to come to an agreement with the producers. 

Mr. Steen’s testimony indicated that he was making herculean efforts to get 
the producers to sell El Paso the Aneth gas but in most cases, the producers could 
not even be persuaded to make counter-proposals. It appeared that they, for 
the most part, sat back and waited for El Paso and others to make higher and 
higher offers for the gas which, of course, was what happened. 

El Paso ascertained that another company (Transwestern) had entered the 
field against it and had made offers of 15 cents and later 17 cents per Mcf 
for residue gas. Following El Paso’s first written offer of April 2, 1957, another 
offer raising the price to 15 cents per Mcf was made three weeks later. These 
written offers were preceded and followed by numerous personal contacts and 
telephone calls by Mr. Steen and other employees of El Paso. During this 
period Mr. Steen learned, among other things, that Transwestern had made an 
offer of 17 cents per Mcf. 

Shortly before July 25, 1957, El Paso made an offer to Shell, the major elements 
of which are contained in the contracts under consideration and on the latter 
date a letter of intent at the 20 cent per Mcf level was executed by Shell and 
El Paso. 

It appeared that El Paso believed that the only way it could break the logjam 
of producer resistance to the offers it was making during the spring and 
summer of 1957 was to get contracts with the larger producers. In line with 
this exercise of judgment on the part of Bl Paso’s management following a con- 
versation between Mr. Kayser and Mr. Golush of Shell in July of 1957 El Paso 
decided that it was in the best interests to make the offer to Shell which resulted 
thereafter in the execution of the contracts under consideration here. 

There is little doubt that El Paso exerted every possible effort to avert the 
acquisition of this gas by anybody else or its employment by the producers for 
their own use in order to acquire such gas for itself. El Paso’s management was 
of the opinion that it might be unable to obtain this gas for its use unless it agreed 
to pay the price agreed upon in the contracts under consideration. There is no 
persuasive evidence in the record to show that the judgment of El Paso’s manage- 
ment was incorrect. In fact, the management’s judgment as to how high a price 
it would have to pay to acquire the gas was subsequently vindicated by the fact 
that Superior, one of the largest producers at Aneth had contracted with Trans- 
western at an initial price of 20 cents per Mcf for residue gas prior to the time 
that it agreed to sell its gas to El Paso. In this connection, it should be noted 
that Superior indicated to El Paso that if Texas, the largest producer in this 
area, were to agree to sell its gas to El Paso, the latter was to get in touch with 
Superior concerning the purchase of its gas. 
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In combination with its problem of getting the producers to sell their gas to it 
rather than some one else, El Paso also was impelled to show an improvement in 
its gas reserves by reason of various statements concerning the relationship of 
its reserves to its requirements as set forth in the Commission’s order relating 
to Docket Nos. G—10499, G-11797, and G—12580. Moreover, El Paso was also 
subject to ever increasing demands for gas from its California market. El Paso’s 
need for gas and the demands being made upon its system were so great that it 
even agreed to pay Colorado Interstate 22 cents per Mcf for natural gas and the 
Commission issued an order temporarily authorizing El Paso to purchase gas at 
this price.” 

El Paso’s Cost Study 


El Paso pursuant to a staff request presented evidence through Mr. Travis Petty, 
Administrative Assistant to El Paso’s Controller, purporting to show what it 
cost the company in 1957 for its natural gas at the outlets of its San Juan process- 
ing plants for delivery into its main transmission system. The study covered 
both self-produced and purchased gas. The average cost at San Juan per Mcf 
was claimed by El Paso’s witness to be 22.61 cents per Mcf for 1957. This cost is 
compared with a cost of Aneth gas stated to be 22.36 cents per Mcf for the year 
1962. Until 1962 is reached, however, the price of Aneth gas would be very 
substantially higher than San Juan gas, running as high as 32.5 cents per Mcf 
in 1959, 27.91 cents per Mcf in 1960, and 24 cents per Mcf in 1961. El Paso claims 
in substance that the cost of pipeline gas coming from San Juan will be substan- 
tially the same as pipeline gas coming from Aneth beginning in 1962. 

It is claimed in briefs filed by the Staff, the Southern California Gas Company 
and Southern Counties Gas Company, as well as the Attorney General of Cali- 
fornia, that the evidence shows that El Paso has very substantially overstated 
its cost of San Juan gas. In this connection, it is pointed out that El Paso’s cost 
of service study includes as a cost Federal income taxes in the amount of 
$7,988,218 when in fact El Paso pays no Federal income tax at all and the figure 
represents savings available through depletion allowances and well drilling 
expense. 

Under the tax code a producer of natural gas is permitted an annual deduction 
for depletion amounting to 27144% of the wellhead value but not to exceed 50% 
of the net income. 

Federal income taxes are not a cost unless the taxpayer pays or is obligated 
to pay them. Nothing in the Federal income tax law or the Natural Gas Act 
converts a tax savings into a tax cost. A tax deferral is distinguishable from a 
tax saving since it is not an exemption but is actually an item of cost which the 
taxpayer is under an obligation to pay at a later date. 

The Commission has been administering the Natural Gas Act for 20 years. 
It has decided numerous rate and other cases in which it has passed on depletion 
allowances and other matters related to Federal income savings and taxes.” 


1% See Docket No. G—15811 Commission letter order issued October 1, 1958, and Order 
Denying Application for Rehearing issued November 12, 1958, referring to “the serious 
problem facing El Paso with respect to its ability to meet its system requirements. 

2 Cf. F.P.C. v. Hope Natural Gas Company, 320 U.S. 591, 596, where the Supreme Court 
refers to the allowances made by the Commission for taxes including the amounts allowed 
for depletion. This Commission has consistently followed Hope and the amounts in- 
volving tax savings due to depletion allowances and intangible well drilling were not in- 
cluded in cost-of-service. 

In the Matter of Transcontinental Pipeline Corp., 11 F.P.C. 94, the Commission pointed 
out that “There can be no justification for allowing more in the way of Federal income 
taxes than it appears Transcontinental will be called upon to pay.” In Cities Service Gas 
Company, 3 FPC 459; afd. 155 F. 2d 694 (CA 10th 1946) ; cert. den. 329 U.S. 773; reh. 
den. 329 U.S. 832 (1946), the Commission gave effect to the Staff’s recommendation to 
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The Commission’s decisions have been passed upon by the various Circuit 
Courts of Appeal and the Supreme Court of the United States. In every rate 
case which has come before the Commission and has reached an appellate court, 
the matter of Federal income taxes has necessarily been given consideration in 
order to arrive at a determination of the amount which may be allowed as the 
cost-of-service to the person seeking the rate increase. In not one of these cases 
has the Commission or an appellate court ever permitted the inclusion of 
Federal income taxes as part of cost-of-service unless such taxes were actually 
paid or were payable by the natural gas company involved. 

Since there has been no change in the law enabling recovery of these so-called 
“phantom taxes”, they cannot be considered a legitimate part of the cost-of- 
service. 

The elimination of this item of Federal income taxes from El Paso’s cost-of- 
service presentation would reduce the average cost of gas from San Juan as 
projected by El Paso by 3.3 cents per Mcf. 

El Paso’s study also assumes a 614 percent return on rate base. There is no 
evidence in this record upon which a judgment could be reached as to what a 
just and reasonable rate of return for El Paso would be and accordingly the 
undersigned expresses no view regarding the rate of return which El Paso is 
entitled to earn. However, if a rate of return of 6 percent (the highest amount 
ever allowed El Paso up to now) were assumed, El Paso’s cost-of-service con- 
tained in the study under consideration would be reduced substantially and 
would appear to involve a reduction of approximately 1 cent per Mcf. In this 
connection it may be noted that Mr. Kayser in testifying about paying 20 cents 
for Aneth gas referred to a possible rate of return of about 6 percent. 

Another important element of El Paso’s cost-of-service study is the inclusion 
therein of revenues of $5,139,800 received from field and local sales. These 
sales involve approximately 3814 million Mcf at an average rate of about 13% 
cents per Mcf.” The largest segment of this gas is sold to El Paso’s subsidiary, 
Pacific Northwest Pipeline Corporation. This gas is delivered to Pacific North- 
west at points of interconnection with the latter’s pipeline and is not processed. 
Part of the gas is turned over to Southern Union Gas Company at the well mouth 
at 11.62 cents per Mcf. As the Attorney General of California has pointed out 
in his brief (p. 22), “At these sales rates, it is patent that either El Paso’s costs 
in the San Juan Basin as reflected on Exhibit 25—Z of 22.61 cents per Mef are in- 
flated or that the customers of Bl Paso are subsidizing the customers of Pacific 
Northwest and Southern Union.” 

Another item in El Paso’s cost-of-service study which deserves comment is 
the inclusion in Exhibit 32-Z (which purports to show the well mouth cost 
of gas produced and purchased by El Paso) of a sum of $3,692,347 which does not 
represent a well mouth purchase of gas in the San Juan Basin but was a 
pipeline delivery by Colorado Interstate at the Ignacio Compression Station of 
Pacific Northwest Pipeline Corporation at a rate of 15 cents per Mcf under 
an exchange arrangement. 

It is clear from the facts set forth above that El Paso has overstated the 
cost of its San Juan gas by a substantial margin. The major factors contrib- 
uting to El Paso’s erroneous conclusions as to its cost-of-service for San Juan 


reduce cost-of-service by eliminating therefrom Federal income tax savings not paid (3 
FPC at p. 484). This decision was affirmed by the Court of Appeals. Commission Opin- 
fon No. 278, 13 FPC 421, involving El Paso, contrary to applicant’s claim, is not a 
holding which is contrary to the views expressed herein. 

® Part of the gas is sold to Pacific Northwest at an average rate of 13.43 cents per Mef. 


Part of this gas is sold at. the well mouth to Southern Union Gas Company at 11.62 cents 
per Mcf. 
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Basin gas are the inclusion of Federal income taxes as a cost which have not 
and will never be paid and the lack of justification for the use of a higher 
rate of return than has ever been awarded El Paso. In addition El Paso has 
used as cost of gas at San Juan a figure equal to the figure obtained by it for 
the field and local sales it was making. In addition, the pipeline deliveries 
made to it by Colorado Interstate should not have been made a part of the 
study of the cost of producing or purchasing San Juan Basin gas at the well 
mouth. Further, there was no evidence to show that there was any ground 
for imputing a cost for field and local sales equal to the revenue received. As 
a matter of fact, a more normal assumption might be that it received a profit 
from the sales it was making. Generally speaking, there would be no point 
in making these sales unless a profit was involved. However, in this case, 
there is no evidence here by which a definitive judgment could be reached as to 
the actual cost of producing the gas which was the subject of the field and 
local sales. 

If appropriate adjustments were made of the errors in El Paso’s cost-of- 
service study, the cost of San Juan Basin gas involving produced and purchased 
gas and after gathering and processing, i.e., pipeline gas, would be substantially 
less per Mcf than the price El Paso has agreed to pay for Aneth gas. It would 
appear to be in the order of approximately 17 cents per Mcf. 

A Staff witness presented evidence to show the level of prices in the general 
area of the Aneth field. In this connection, the witness sponsored two exhibits, 
viz, 38—Z and 89-Z. 

Exhibit 38—-Z consists of data showing all the sales of gas well gas being 
made as of June 30, 1958, in the San Juan Basin by certain of the same pro- 
ducers who are requesting authority in this proceeding for the sale of residue 
gas in the Blanding Basin. Exhibit 39-Z also sponsored by the same Staff 
witness, contains data covering all of the sales made by all sellers as of June 
30, 1958 in the San Juan Basin, including San Juan and Rio Arriba Counties, 
New Mexico, and La Plata County, Colorado. 

The nearest part of the San Juan Basin is approximately 75 miles from the 
nearest part of the Aneth area. Of the seventeen producers involved in this 
proceeding nine were selling San Juan Basin gas as of June 30, 1958 under thirty- 
six rate schedules. All of these sales were made to Bl Paso except two to 
Pacific Northwest Pipe Line Corporation and one to Southern Union Gas 
Company. 

The prices set forth in the exhibit do not indicate that the fact that the gas 
was sweet or that it was sour had any effect upon the price, the price apparently 
being generally the same for both sweet and sour gas at San Juan. 

A more important element in price formation at San Juan appears to have 
been the delivery pressure. In most cases, 10 cents per Mcf is paid where 
gas is delivered at a maximum pressure of 250# psig and 12 cents per Mcef 
where it is delivered at a pressure as high as 500 or 650# psig. 

Of the 207 rate schedules listed in Exh. 39-Z, only one exceeded a 12 cent level, 
that being a sale at 15.98 cents by Southern Union Gas Company to El Paso 
pursuant to a contract dated September 1, 1953. Contracts made before and 
after this date were made at lower prices. Most of the sales at 10 cents were 
sales made from Pictured Cliffs while the sales from the Mesa Verde which is 
deeper than Pictured Cliffs were made at the higher prices. 

It may be observed with regard to the type of gas involved in this proceeding 
that with the exception of deliveries from Boundary Butte field and Bita Peak 
field, the gas from Aneth is casinghead gas which is produced in conjunction 


“1 Aztec, Western, Ohio, Pan-American, Three States, Petro-Atlas, Texas, Superior and 
Sun. 
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with crude oil. The San Juan Basin gas is dry gas. As has been pointed out, 
because of the state laws relating to “allowables” and because deliveries of 
residue gas must be taken at a time when oil is being produced rather than 
when it may be most needed, and because of the extraordinarily high propor- 
tion of residue gas to dry gas in the El Paso system an increase in dry gas 
would be far more important to El Paso than an increase in residue gas. An 
increase in the dry gas is more valuable to it because production of gas of this 
character can be used to cover the “swings” in the demand on El Paso’s 
system. 

The wellhead pressures in the Aneth field itself are not important since 
under the contract, settlement or payment is made for the residue gas as it 
comes out of the gasoline plant at Aneth at a minimum pressure of 850 psig 
and not at the 15 pounds psig at the well mouth. The pressure at San Juan 
is higher at the wellhead than Aneth gas but is substantially lower in pressure 
at the wellhead than the pressure at which it comes out of the tailgate at the 
Aneth plant. 

The San Juan Basin reserves claimed by El Paso to be dedicated to it are in 
the order of 12 trillion cubic feet while the reserves at Aneth claimed to be 
dedicated to El Paso are about 597 billion cubic feet; and, in addition, there are 
approximately 43.6 billion cubic feet of dry gas from Western, as operator, and 
11.3 billion from its own production at Bita Peak. Of course when the liquid 
hydrocarbons are removed from the casinghead gas at Aneth, it reduces down 
to 477.6 billion cubic feet. 

The volume of reserves available to El Paso at San Juan, however, are the 
subject of very considerable dispute between the Staff’s experts and expert 
witnesses produced by El Paso and this matter will be dealt with in a subsequent 
decision. However, as Southern California Gas has pointed out in its briefs, 
there can be no question but that the total amount of reserves at San Juan 
far exceed that testified to as being available at Aneth. However, the problem 
we are dealing with in these proceedings is not the magnitude of the reserves 
at San Juan compared to that at Aneth but the magnitude of reserves available 
in a new sale aS compared to reserves which have been acquired at San Juan 
from time to time in the past. 

The testimony is to the effect that the reserves at Aneth constitute the 
largest new reserve available in the area in which El Paso operates. The volume 
of deliveries at Aneth varies widely as between the individual producers (see Exh. 
86-Z)” as it does at San Juan. The total delivery which it is expected would 
be received from Aneth will be very considerably less than the total which will 
be received at San Juan. 

As to location it should be observed that while the Aneth area is physically 
closer to California than the San Juan Basin the Aneth gas will not go directly 
from Aneth to California but will go through facilities to be constructed by 
El Paso to San Juan, and then will be transported through the San Juan part of 
El Paso’s transmission system to California. Accordingly, the fact that Aneth 
is nearer to California than San Juan, insofar as El Paso is concerned, is of no 
advantage to El Paso in comparison with gas actually in the San Juan Basin. 


2 For example, Texas Company under its agreements with El Paso will dedicate 24,334.9 
acres, of which 11,377 are stated to be proved acreage with reserves of 197.5 billion cubic 
feet of casinghead gas as of January 1, 1958, and will furnish 33.08 percent of the total 
casinghead gas to be obtained by E!] Paso at Aneth. Three States, on the other hand, has 
dedicated acreage of 75,992.4 acres, of which only 748 acres were proved at January 1, 
1958, with only 8.8 billion cubic feet of casinghead gas dedicated, constituting only 1.47 
percent of the total (Exh. 36—-Z). Three States also has a small amount of dry gas 
dedicated to El Paso under a contract made by Western, as operator. 
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It would be more of an advantage to it if Aneth were closer to San Juan than 
to California, for then its cost of connecting such gas to its San Juan transmission 
facilities would be less. 

Most of the gas in San Juan and Aneth is sweet gas with some sour gas 
coming from both locations. The raw Aneth gas is substantially higher in Btu 
content than San Juan gas largely because the former has a larger percentage 
of liquid hydrocarbons contained therein. However, as to the liquid hydro- 
carbons at Aneth, the producers will receive compensation for the liquids in 
addition to payment for the gas. The revenues obtained from the sale of 
liquids will enable El Paso to meet its expenses of processing and will enable 
El Paso to acquire residue gas at 20 cents per Mcf beginning in 1962. Gas will 
cost substantially more than 20 cents per Mcf prior to 1962. The record is not 
clear as to the extent of extracted liquids at San Juan, but it is clear that there 
are liquid hydrocarbons at San Juan which are extracted therefrom. If credit is 
to be given for extracted liquids at Aneth, similar credit should be given for 
liquids extracted from San Juan Basin Gas. Based upon the figures contained 
in Exh. 25-Z, the liquid revenue credit at San Juan is substantially less than 
that at Aneth. The record indicates that it is probably a third of that at Aneth. 


The Precedents Relied Upon by the Applicants 


All the applicants rely heavily on the Commission’s opinions In the Matter of 
Anthony J. Tamborello, et al., Docket Nos. G-3045 et al. (Opinion No. 287), 
14 FPC 123; In the Matters of Hope Natural Gas Company, et al., Docket Nos. 
G-12571, et al., 19 FPO 405; In the Matters of Seaboard Oil Company, Operator, 
et al., Docket No. G—11970 (Opinion No. 309), FPC 416; and In the Matters of 
Transcontinental Gas Pipe Line Corporation, et al., Docket Nos. G—13148, et al. 
(Opinion No. 315, 20 FPC 264) .* 

It is contended by applicants that the holdings in these cases constitute con- 
trolling precedent to the effect that an independent producer and a pipeline 
purchaser have presented a prima facie case warranting the issuance of a certifi- 
cate of public convenience and necessity when they have established the following: 

1. There is a market for the gas proposed to be sold by the independent pro- 
ducer at the agreed upon price. (This is shown by the fact that a responsible 
buyer has agreed to purchase the gas.) 

2. The project is economically feasible (i.e., the producer has the ability to 
furnish the gas provided for in the agreement, the facilities of the pipeline buyer 
are adequate to take the gas from an engineering standpoint, the price will not 
“trigger” any of the prices of the pipeline buyer, and the financing will be ade- 
quate to cover the construction of the facilities). 

8. The price agreed upon by the independent producer and the pipeline pur- 
chaser was reached by “arm’s-length” bargaining between unaffiliated persons. 

4. The producers are able and willing to perform the service and abide by the 
Act and the Rules and Regulations adopted thereunder if a certificate they are 
willing to accept is issued. 

5. The pipeline purchaser will accept a certificate if issued. 

Except in the cases of Pan American, General Petroleum, Petro-Atlas, and 
Western, each one of the above-stated elements has been etablished. The ap- 
plications of Pan American, General Petroleum, and Petro-Atlas have been con- 
sidered heretofore. By reason of the relationship of Western to El Paso, it is 


Various other precedents were also cited but practically all of the applicants relied 
heavily on the four cases referred to above, and the other cases cited by applicants are 
consistent with those mentioned hereinabove. 





FEDERAL POWER COMMISSION 409 


claimed there was no “arm’s-length” bargaining. Western’s relationship to El 
Paso has been discussed to some extent hereinabove. In this connection, it may 
be pointed out that if reasonableness of the price is not a criterion required to 
be established by a seller, the relationship between the parties becomes im- 
material. It cannot be said, however, on the basis of evidence adduced that such 
“bargaining” as took place, or the close relationship of the bargaining parties 
which exists now, and which existed at the time thereof, brought about a result 
in terms of rate level any different than would have been achieved if the man- 
agement of El Paso had borne no relationship to the management of Western. 

Based upon the Commission precedents cited above, it appears that the inde- 
pendent producers’ contention is correct that they are not under any burden in 
proceedings of this character to show that the rate at which the natural gas is 
to be sold is “reasonable” or “just and reasonable” at least as such words have 
meaning in Sections 4 and 5. The applicants urge that the Commission has 
affirmatively held to this effect citing the cases referred to in the first paragraph 
of this section. For example, in the Tamborello case where the Staff contended 
that a price condition should be attached to the certificate, the Commission held: 

Because the economic and other conditions presented in certificate applica- 
tions filed by independent producers are substantially different from those 
presented in certificate applications filed by interstate pipeline companies, 
the Commission has not deemed it prudent to expend the time required to 
resolve rate issues at this stage, nor has it found it practical to inquire 
into the reasonableness of producer rates ‘in all producer certificate 
proceedings. 

This statement from the Commission’s Tamborello opinion was noted in the 
Seaboard case (Opinion 309, 19 FPC 416, 421). In Seaboard the Staff also pre- 
sented field price data of substantially similar character to that presented here,” 
and it was urged that such data should be used to condition rate level in any cer- 
tificate that might beissued. The Staff was overruled. 

The Commission in reviewing the Staff study of field prices pointed out that 
it was “argued that we should employ statistical techniques involving the group- 
ing of price data, and the use of average prices, to arrive at some price lower 
than that of the proposed sale. However, as we have shown, such price data are 
of little probative value unless it is also shown that the conditions and circum- 
stances, as well as the time under which the prices were negotiated, were sub- 
stantially similar. The introduction of such evidence in certificate proceedings 
makes difficult the timely administration of the Act, while it is doubtful if a 
rate reduction based on such data without proof of the surrounding circum- 
stances would be held to be reasonable.” (Opinion 309, 19 FPC 416, 423.) 

Despite this pointedly direct Commission criticism of its statistical evidence, 
the Staff has consistently held firm to its belief that this type of evidence is ma- 
terial not only as to whether a price condition should be attached but that itis a 
good indicator of the rate level at which the certificate should be conditioned in 
producer certificate cases, where the rate level in the contract is in excess of 
that generally prevailing in the area of sale or in a nearby area. Itis also argued 
that the statistical data even if not used for purposes of conditioning certificates 
constitutes evidence casting such doubt that public convenience and necessity 
would be served if a certificate were issued at the rate level sought, that in the 
absence of proof presented by the producer applicant justifying such rate level 
the certificate must be denied. Putting it another way, if such statistical data is 
introduced, then in the absence of proof justifying the rate level which should be 


*% See Opinion 309, 19 FPC 416, 422. 
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presented by a producer applicant the Commission would be without jurisdiction 
to grant the certificate. 

While the Commission has never ordered the exclusion of statistical evidence 
of this type in any certificate proceeding as irrelevant or immaterial, or for any 
other reason, and it has been almost uniformly admitted in these proceedings, 
nevertheless, the Commission has consistently overruled the Staff's arguments 
urging employment of this type of evidence for rate conditioning purposes in a 
Section 7 proceeding, or as a basis for denying a certificate.” 

Consideration of the Commission’s views as to when it would consider that 
Staff data, such as that presented here, would have “probative value” and 
thus would persuade it to condition a certificate of an independent producer 
as to price leads to these conclusions. As a practical matter, it would be 
difficult and probably impossible for the Staff, or any distributor intervenor 
to present proof that all the material conditions and circumstances of trans- 
actions often taking place years ago were substantially similar to a recent 
transaction. The mere ascertainment of all the “conditions and circumstances” 
surrounding an earlier transaction would be an extremely time-consuming, 
difficult, and probably impossible burden for Staff counsel or intervenors to 
meet. Moreover, even if Staff counsel or intervenors obtained and undertook 
to present evidence of earlier transactions to show that the “conditions and 
circumstances” in which the price was arrived at were substantially similar 
to the case at hand, such evidence would be subject to continuous differences 
of opinion as to whether the “conditions and circumstances” were actually 
similar and objections on many other grounds including materiality and rele- 
vancy. If such evidence were permitted to be introduced, the hearings would 
in practical effect constitute trials of earlier transactions to ascertain whether 
they were or were not similar to the one under consideration and whether 
the ways they were different were material and the hearings would be inter- 
minable. Indeed, it is often difficult to ascertain all the material facts of a 
fairly recent occurrence, such as the one at hand.” Moreover, sales transac- 
tions between independent producers and pipelines were not regulated prior 
to June 7, 1954, and accordingly there are no Commission records available 
regarding the “conditions and circumstances” under which such contracts were 
executed and price levels reached, except to the extent that in certain of the 
Commission’s rate cases the amounts paid by pipeline purchasers for gas were 
considered an integral part of the determination of cost of service for such 
companies. However, no investigation or consideration was ever given to the 
fairness of prices charged by an unaffiliated producer. 

In addition to the problem of showing that the “conditions and circumstances” 
of past transactions were similar to those of a recent transaction, the language 
quoted from Seaboard refers to the necessity of the element of “time” being 
substantially similar, in order for an appropriate comparison to be made. 
Apparently, the Commission’s thought is that after the lapse of a period of 
relative length between the dates of the making of the contracts set forth in 
the statistical study and the date of the transaction which is the subject of the 
hearing, “the price data” set forth in the study “are of little probative value.” 

These Commission enumerated requirements when given effect demolish the 
utility of the statistical technique sought to be employed by the Staff in cases 
of this character for purposes of conditioning certificates. 


2 See, however, discussion of the Signal case hereinafter. 

2 See, for example, Item LLZ, the Commission’s letter of August 25, 1958, seeking evi- 
dence as to costs, current levels of prices, quality of gas, ete., to which the producer ap- 
plicants gave practically no meaningful response. 
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In this proceeding no proof was presented that, “the conditions and circum- 
stances” surrounding the making of prices contained in the Staff’s statistical 
study “were substantially similar’ to those under consideration here. Pre- 
sumably, the reasons for not presenting such evidence are found in the con- 
siderations to which we have adverted. 

As the evidence developed, it became clear that the pattern of prices at San 
Juan and Permian was created several years before the contracts in this pro- 
ceeding were executed. Accordingly, on the basis of the precedents established 
by the Commission in Seaboard which were later confirmed in Transcontinental 
the statistical evidence presented by the Staff cannot be employed for the pur- 
poses for which the Staff had urged that it be used. 

The Commission’s strong views against imposing rate conditions in an in- 
dependent producer certificate case such as that exemplified by Seaboard under 
powers conferred upon it by Section 7(e) of the Act was expressed in Opinion 
No. 309 as follows: 

Our experience shows more convincingly with every passing day that 
the imposition of rate conditions requiring independent producers to reduce 
the prices for their proposed sales of gas is not a practicable means, con- 
sistent with the application of the provisions of Section 7(e) on a sound 
administrative basis, for securing to the consumer such protection as may 
be needed in relation to the prices of sales for which certificate authority 
is sought. Obviously, Section 7 of the Act is distinctively the certificate 
section of the statute, and is designed to serve purposes fundamentally 
different from those of the rate provisions of Sections 4 and 5 of the Act. 
The proper administration of the Act demands a close adherence to the 
intended scheme of the statute; and the several objectives of the Act can 
best be achieved by following the channels specifically designed for the 
attainment of each. So that, although in a proper case the element of price 
may be considered in passing on a certificate application under the Act, 
the principal place for the consideration of matters of rate level is in rate 
proceedings. Particularly is this so today, at a time when our dockets 
are clogged with independent producer certificate applications. Certain 
it is that an attempt to review the price of each and every independent 
producer sale for which a certificate is sought with a view to reducing the 
price for the sale on the basis of some standard still to be devised which 
could be found “reasonable”, would likely create an impossible administra- 
tive burden and would give rise to hardships, delays and detriments ma- 
terially outweighing in some instances such gains as might result from a 
possible lowering of prices. (Opinion 309, 19 FPC 416, 423.) 

In Seaboard, it was also held that if the Staff or an intervenor does not or 
cannot produce evidence persuasive to the Commission that the agreed price is 
unreasonable and, in addition, if the Staff or an intervenor does not or cannot 
present evidence establishing to the Commission’s satisfaction what a just and 
reasonable price is, then there is no burden on an applicant to show that the 
price or rate level to be authorized by the issuance of the certificate is within 
the zone of reasonableness as that term has meaning under the Act. Since the 
Staff and intervenors are hardly ever in a position to establish what the just 
and reasonable price is in a producer certificate case, among other reasons, 
because the Commission has not required producer applicants to file informa- 
tion as to cost or to present in advance of actual hearing any other evidence 
showing reasonableness of the rate level proposed by them, the practical result 
is that in the independent producer certificate cases no one knows when the 
certificate is issued, whether or not the initial rate is or is not within the zone of 
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reasonableness.” In this connection, it should be observed that the fact that 
no evidence is presented which satisfies the Commission that the price in the 
contract is unreasonable does not establish that the price contained in the con- 
tract is reasonable. However, because there is an increasing need for gas in the 
United States, and because other criteria are met, the producer applications for 
certificates have with one exception in Signal been uniformly granted without 
condition as to rates. 

It is interesting to note that despite its extended discussion of the problem of 
rate level in producer certificate proceedings in the Seaboard case, the Com- 
mission on the very day that it issued its opinion in that case issued its decision 
in the Hope case, a shortened procedure matter involving the sale of natural gas 
at 27 cents per Mcf, again vigorously expressing the views which it entertained 
regarding the nature and character of the evidence which an independent pro- 
ducer applicant is required to present to obtain a certificate of public con- 
venience and necessity under Section 7. The specific language employed by 
the Commission majority in Hope was as follows: 

This case posed but one question, namely, “What evidence of prices or 
rates must an independent producer applicant introduce in order to sustain 
a finding that the public convenience and necessity requires a sale of the gas?” 

It is contended that an independent producer applicant must not only 
show that the public convenience and necessity requires the sale, but that 
the public convenience and necessity requires it at the proposed price rather 
than at some unspecified lower price, and that any applicant who fails to 
introduce evidence that public convenience and necessity requires the sale 
at a proposed price has failed to sustain its burden of proof, and must be 
denied a certificate on the ground that the record is fatally deficient. 

We are of the view that if the applicant proves there is a market for the 
gas at the proposed price and that the project is economically feasible at the 
proposed price (both market and economic feasibility being factors which 
we consider in determining public convenience and necessity) that it has 
sustained its burden of going forward with the evidence, and in the 
absence of evidence showing that the proposed price or rate adversely affect 
the public convenience and necessity, the applicant has made out a prima 
facie case, and a certificate should issue to it. 

After citing Florida Advisory Council, Petitioner v. Federal Power Commis- 
sion, Respondent, 251 F. 2d 643, and Panhandle Eastern Pipe Line Company v. 
Federal Power Commission, 169 F. 2d 881, as authority for its position, the 
Commission majority went on to say: 

This authority amply sustains our position. The view that a record in a 
certificate proceeding is fatally deficient unless the applicant introduces proof 
that the public convenience and necessity requires the sale at the proposed 
price would seriously impede the administration of the Act. If the applicant 
here is to be denied a certificate on the ground that he is required to show 
that the public convenience and necessity requires the sale at the proposed 
27¢ figure, then we must also deny any other producer a certificate when he 
comes before us requesting a certificate at a proposed 5¢ figure unless he 


In a large number of independent producer cases, the Commission has ordered the 
institution of investigations pursuant to Section 5(a) of the Act, for the purpose of finding 
out what the just and reasonable rate is but in view of the magnitude and diversified char- 
acter of the business enterprises of the larger producers, it may be years before the just 
and reasonable rate level will be ascertained in these proceedings. 

It should also be noted that if and when the rates in the independent producer cases are 
found to be excessive in the various Section 5(a) proceedings which have been ordered, the 
amount of the excess paid in past years will never be recovered by those who have paid it. 
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likewise shows that the sale at the proposed 5¢ figure is required by the 
public convenience and necessity. Certainly we cannot deny a certificate in 
one case on the ground that the record is fatally deficient and grant a cer- 
tificate on a similarly deficient record in another case. 

In the dissenting opinion in Hope, it was pointed out that “the proposals con- 
template sales at rate levels which our own public records disclose are 7.8 cents 
per Mcf higher than prevailing producer prices in the county, with the exception 
of one filing of 25 cents under which we have no record of any sales. 

The dissenting Commissioner believed that “the Commission should have fixed 
‘a formal hearing in these matters to afford the parties an opportunity to make 
a record on which the Commission could determine whether the public convenience 
and necessity requires the proposed service at the proposed price’. ... The most 
recent order issued February 13, 1958, setting the matter down for hearing on 
the permanent certificate, however, foreclosed the possibility and as a result 
we now have a fatally deficient record.” (19 FPC 405, 410.) 

The difference on a Commission level on whether this case should or should 
not be set down on the contested hearing calendar, sparked by the variant view- 
points on the proper approach to the handling of producer certificate cases, 
appears to have been the catalyst which accounted for the issuance of the majority 
and minority opinions in the Hope case. In these circumstances, the opinion 
in Hope, even though it was issued in a shortened procedure case, sheds as much 
light on the Commission’s views, and perhaps more, as any opinion which has been 
issued in any producer certificate matter. 

Moreover, the Commission has since emphasized the importance of Hope by 
citing it as an important precedent in its subsequent Transcontinental opinion and 
again in its order on rehearing in that case. 

In the Transcontinental opinion, the Commission indicated at one point that 
it had reached its conclusion that the producers’ certificate should not carry 
any initial rate conditions “not on any technical consideration of who has the 
burden of proof or of going forward with the evidence.”™ In this connection it 
is noted, however, that the Commission earlier in the same opinion adverted 
with approval to certain observations of the presiding examiner concerning the 
evidence as follows: 

He pointed out that no evidence was adduced to show that the producers’ 
initial rates were unreasonable; and held that the fact that the prices were 
higher than those being paid by Transco for other gas, which was the 
character of the evidence adduced by staff did not make them unreasonable 
per se. He noted further that although the prices proposed by the producers 
were higher than previous purchases by Transco, they did not establish a 
new price plateau in the southern Louisiana area. Likewise, as the examiner 
observed, even assuming that the proposed prices could “trigger” existing 
prices with claimed resulting annual increases for gas to Transco of some 
$5,000,000, no such increases could materialize absent Commission approval 
of filings for proposed increases. (Opinion No. 315, 20 FPC 264, 269.) 

In addition, the Commission indicated that before imposing any condition it 
would require evidence of the justness and reasonableness of any lower price, 
saying: 

Furthermore, if a rate condition is to be imposed, there must be some 
evidential showing to establish what the new rate should be. It is not 
sufficient to select arbitrarily or at random some price a few cents lower 
than that proposed by the producer. The new price must be arrived at on 





% See Transcontinental Opinion No. 315, 20 FPC 264, 273. 
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the basis of facts, in the application of some rational criterion, if the con- 
dition imposing it is to be found “reasonable” as Section 7(e) requires. No 
such facts or criterion are present in this case. (Opinion No. 315, 20 FPC 
264, 272.)” 

Analysis of the Transcontinental opinion indicates that while the Commission 
held that it was not relying ‘on any technical consideration” relating to the 
burden of proof, it still, in the very same decision, maintained that there was 
no requirement upon an applicant to make a showing that the rates he seeks 
were reasonable and maintained further that it is a prerequisite before a price 
condition may be inserted in a certificate that someone establish that the pro- 
ducers initial rates as set forth in the contract were unreasonable and, in addi- 
tion, it was a prerequisite that someone make “some evidential showing to 
establish what the new rate should be.” 

Since the Commission’s holding is to the effect that applicants have no legal 
obligation as part of their prima facie case to show that the rate proposed for 
the sale of the natural gas is at a just and reasonable level to obtain a certifi- 
eate, it follows that any person who opposes the issuance of a certificate at 
such rate level is the someone who has the burden of presenting proof to meet 
the Commission’s requirements relative to conditioning certificates as to rate 
level. That person has up to now, been either Staff counsel, or counsel for an 
opposing intervenor.” 

The “price” evidence presented in Transcontinental was that produced by the 
Staff and consisted principally of price data exhibits substantially similar in 
format to those presented in this proceeding. The Commission concluded, that 
“The price evidence in this record does not, in our judgment, provide any rea- 
sonable basis for a condition reducing a proposed producer rate.” 

While, in the Commission’s view in Transcontinental the Staff or parties other 
than the producer applicants had not established by sufficient evidence that the 
rate level at which the gas to be sold was unreasonable, it is also clear that the 
Commission made no finding that the rate level was reasonable, apparently 
because the evidence in the record would not sustain such a conclusion. Accord- 
ingly, it appears that while the Commission recognized that “price” was a “cen- 
tral issue” in the case, it did not require the production of proof by applicant 
that the price was just and reasonable, holding in effect that since there was 
no persuasive evidence of unreasonableness and because other criteria than 
reasonableness of rate were proved the certificate should issue. The Commis- 
sion’s position appears to have been that while “price” was a “central issue” 
other factors, such as the need for gas outweighed in importance the price issue 
and because of those factors it issued its certificate. The Commission apparently 
considered it advisable to explain its general approach to rate conditioning in 
independent producer certificate cases in the following language. 

. although our decision herein is not grounded on this fact, in our con- 
sidered opinion an approach by this Commission advocated by some, by 
which it would act as a kind of peace-time OPA for the natural-gas produc- 
ing industry and under the narrow “conditioning” provision of the cer- 
tificate section of the Act and outside the rate provisions thereof, undertake 
to prevent all price increases and force back the price level for all initial 
producer sales on the basis of a price-ceiling type of regulation would, 
assuming its legality, disregard the historical and economic factors which 

* This paragraph disposed of the Staff’s presentation of technical data as to prices in 
the general area of the sale. 

*® The pipeline buyer has such need for the gas that it has agreed to pay the price in 


the contract. Having agreed to pay the price sought by the producers, it is not in a 
logical position in the certificate proceeding to oppose the rate level sought. 
























































FEDERAL POWER COMMISSION 415 


presently enter into determining the price for each particular sale, would be 
fundamentally inconsistent with the character of and conditions prevailing 
in the gas producing industry, would give rise to profound dislocations in 
the relationships of price, supply and demand, and whatever short-range 
price benefits it might produce, would on a long term basis be antithetical 
to the interests of the public and the consumer. (Opinion No. 315, 20 FPC 
264, 273.) 

The Staff and the Attorney General relied, among other things, on the Signal 
case." In the Signal case the contract provided for a price of 12 cents per Mcf 
in a sale by Signal to Cities Service Gas Company. The Commission, however, 
attached a provision in its order under which the certificate would be issued 
only on condition that applicant’s rate to Cities Service be reduced to 10 cents 
per Mcf. Cities Service had no objection to paying 12 cents per Mcf. The facts 
and circumstances of the Signal case were such that a 12 cent price would have 
increased prices in the area under contracts between Oklahoma Natural Gas 
Company, an intervenor, and various independent producers selling to the 
latter. 

Oklahoma Natural is not a regulated natural gas company under the Act but 
is an intrastate company not subject to the jurisdiction of the Commission. 
Accordingly, the Commission could not under the Act prevent increases in prices 
between the producers and Oklahoma Natural Gas Company from becoming 
effective by reason of the existence of “favored nations” clauses permitting 
prices to Oklahoma Natural to increase when Cities Service paid more to Okla- 
homa Natural’s suppliers. 

The Commission in attaching the price condition in the Signal case pointed 
out that it was not holding that the 10 cents price was a just and reasonable 
price but indicated that it was attaching such condition because in the absence 
thereof there would be economic disruption to Oklahoma Natural and the cus- 
tomers served by it. There was no evidence to show that the reduction in price 
to Signal, the supplier, would have been confiscatory. 

There is no evidence in the present case to show that the conditioning of the 
certificates to a lower price consistent with those in a nearby area would be 
confiscatory to any of the applicants, the producers professing not to know 
the cost of producing the natural gas being sold to El Paso. 

It appears that the Commission in Signal attached a condition requiring a 
lower price not because 12 cents was necessarily unjust and unreasonable but 
to prevent Oklahoma Natural’s gas contracts with other producers in the area 
from being increased. 

The decision in the Signal case was issued on the same day that the Tamborello 
decision was issued, and any statements relating to price conditions seemingly 
inconsistent with Tamborello and other Commission decided cases must be recon- 
ciled and construed in the light of the statements made by the Commission in 
Tamborello and statements made by the Commission in subsequent decisions. 

Since the time of the issuance of the Signal decision the Commission has not 
attached a price condition in any independent producer certificate issued by it.™ 
Nor had it attached a price condition in any independent producer certificate 
case theretofore. The Commission has issued thousands of producer certificates, 
all others being without price conditions. In these circumstances Signal must 


%\ Cities Service Gas Co., 14 F.P.C. 184, 12 P.U.R. 3d 3 (1955), aff'd sub nom. Signal 
Oil & Gas Co. v. F.P.C., 238 F. 2d 771 (3rd Cir. 1956), certiorari denied, 353 U.S. 923 
(1957). 

%2See however Public Service Commission of the State of New York v. F.P.C., the so- 
called ‘“‘Catco” case, 257 F. 2d 717, discussed hereinafter. 
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be interpreted to stand on the special facts set forth in the Commission’s opinion 
in that case. 

The Commission has attached conditions relating to rate level in numerous 
pipeline certificate cases but the Commission has not done so in producer cases 
with the exception of Signal. 

When the Commission’s Signal opinion reached the Court of Appeals, Signal 
pointed out that the Commission had never conditioned a certificate relating 
to an independent producer theretofore and Signal also pointed out that inde- 
pendent producers were “another class of natural gas company which has been 
regulated under the Act only since the decision in Phillips Petroleum Company v. 
State of Wisconsin, 347 U.S. 672. .. .” Signal, in addition, pointed to differences 
in some of the Commission rules and procedures applicable to each class of 
company. The court referring to these differences stated that: 

Agreed that there are such, we fail to see how these differences are relevant 
to the issue of the Commission’s power to condition certificates under 
section 7(e). 

The court also pointed out that the Commission has the power to set a particular 
rate and then pointed out that: 

Signal offered no evidence to justify the reasonableness of the pruposed 
12 cent rate, nor did it claim that the 10 cent rate was confiscatory. Under 
the circumstances, substantial evidence supports the Commission’s finding 
that public convenience and necessity required the certificate to be con- 
ditioned on a 10 cent rate. 

There seems to be no doubt on the basis of Signal that the Commission has 
the power to condition certificates in independent producer proceedings where 
cost evidence is not offered at prices consistent with those being charged in 
the general area of the sale under consideration. There is also no doubt, how- 
ever, that the Commission has, except in Signal, refused to condition certificates 
based on prevailing area prices for the reasons stated in the various cases 
referred to hereinabove. 

It should be noted that in the Signal case, the Commission did not embark 
upon a full-blown rate case type of hearing in reaching its conclusion that a 
condition lowering rates could and should be attached to the independent pro- 
ducer certificate to be issued. Its order containing a price condition without 
going into a full-scale rate hearing was sustained by the Court of Appeals 
and the Supreme Court denied a petition for a writ of certiorari. This would 
appear to establish that it is not a requirement under the law to conduct a full- 
blown rate case trial within a certificate proceeding in order to sustain the im- 
position of a price condition where the contract price exceeds the price generally 
prevailing in the area from which the gas is to be sold. 

It is entirely correct that in Signal the issuance of a certificate without a rate 
condition would have had the effect of increasing prices for the sale of natural 
gas not subject to the Commission’s regulatory control and that without the im- 
position of a price condition Oklahoma Natural’s cost of purchased gas would 
have been increased. The Commission’s order conditioning the certificate as 
to price apparently served a permissible purpose under the Act. However, it 
seems rather anomalous to compel a regulated producer selling natural gas to 
a regulated pipeline buyer in circumstances wherein the higher price set forth 
in the contract increases prices to a nonregulated intervenor to take less for his 
gas than he could obtain if only regulated companies were involved in the 
controversy. In other words, if Signal is to apply only on the special facts of 
that case then an independent producer gains the advantage of obtaining the 
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price agreed upon in arm’s-length bargaining if only regulated persons are per- 
mitted to intervene and is at a disadvantage if a nonregulated intervenor is 
permitted to participate in the proceeding and to show that prices which he 
pays for gas would be increased by the new sale. 


The Staff's Motion To Dismiss the Applications 


The Staff addressed a motion to the Commission to dismiss the applications 
for certificates of public convenience and necessity filed by El Paso in Docket 
No. G—13862 and by each one of the independent producers of natural gas herein 
on two grounds (1) the applicants had not established by evidence the feasibility 
of the proposed service and sales of natural gas and (2) the applicants had not 
shown that the service and sales at the rate level contained in the contracts is 
or will be required by the present or future public convenience and necessity. On 
these bases, it was contended that the applicants had not met the statutory 
requirements imposed on them by Section 7 of the Natural Gas Act. On No- 
vember 7, 1958, the Commission returned the motion to dismiss to the under- 
signed for disposition at the time of the issuance of his initial decision. 

The Staff contended that neither El Paso nor the independent producers pro- 
vided any justification for the 20 cents per Mcf price except the making of an 
agreement allegedly after “arm’s-length” negotiations. 

The central contention of the Staff in this motion was that the reasonableness 
of the 20 cent price on grounds other than “market” and “arm’s-length” negotia- 
tion had to be shown as a matter of law before applicants were entitled to obtain 
certificates of public convenience and necessity. The Staff’s position in the 
motion papers that the applications should be dismissed is presented at greater 
length in its main and reply briefs and, of course, such views will be fully 
considered. 

In line with the Staff’s general thesis, it laid emphasis upon two cases in 
particular, namely the Signal Oil and Gas case, Commission Opinion No. 288 
affirmed by the Court of Appeals for the District of Columbia, and the opinion 
of the Third Circuit Court of Appeals in Public Service Commission of the State 
of New York v. F.P.C., 257 F. 2d 717 (June 30, 1958), commonly referred to as 
the ““Catco” case. 

The Staff pointed out that in the Signal Oil case the Commission had held 
that “applicant seller has the burden of proving all elements of its applica- 
tion,” so that the Commission may conclude that the service proposed is or will 
be required by the present or future public convenience and necessity. In this 
connection, the Staff pointed out that the Commission had rejected the claim 
that in producer certificate cases it must or may limit its inquiries with respect 
to the rates of an independent producer to the question of “arm’s-length” bar- 
gaining, and the Staff pointed out that the determination that a sale by an 
independent producer is at “arm’s-length” is not sufficient as a sole criterion in 
the determination of reasonableness of rates. Staff also directed attention to 
the fact that the Commission had also said that “a vital element of [applicant’s] 
proof is concerned with the rates proposed.” (Commission Opinion No. 288, 14 
FPC 134, 146.) Further language used in various Commission opinions regard- 
ing the importance of the element of price in certificate proceedings is quoted 
in Staff’s main and reply briefs. 

The difficulty the undersigned has with the Staff’s references to the various 
Commission opinions relating to the importance of price in certificate cases is 
that while the quotations from these opinions which have been set forth in the 
briefs are entirely accurate the fact is that in every one of the cases other than 
Signal cited by Staff counsel, the Commission’s ultimate action was to authorize 
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the issuance of a certificate of public convenience and necessity without price 
condition. The reason why producer certificates were not conditioned as to rate 
in the cases referred to appears to be that the Commission considered that the 
element of price in every case other than Signal was less important than other 
factors. In this connection, it may be noted that with the exception of Signal 
the Commission has reached such a conclusion in every producer certificate case 
which was contested. These contests in every instance revolved almost exclu- 
sively around the question of rate level. As to Signal’s importance as a precedent, 
it may be said that this case seems to have been reduced to applicability only 
in a situation where the specific facts are substantially similar to those of Signal. 

In Staff Counsel’s reply brief which contains arguments bearing on why he 
believes the applications should be dismissed, it is urged that the principles 
enunciated by the Third Circuit in Catco are applicable to the facts developed 
in the present proceedings. 

It is noted by the undersigned that the Supreme Court has granted a petition 
for a writ of certiorari sought by Tennessee Gas and the “Catco” companies. 
Accordingly, it is clear that the “Catco” case may be of considerable significance 
from the standpoint of the principles to be employed in the administration of the 
certificate provisions of the Act, particularly in regard to when conditions re 
lating to rate level should be attached in connection with the granting of pro- 
ducer applications. For this reason, extended reference to the Catco case which 
is heavily relied upon by Staff counsel appears to be advisable and appropriate. 

In Catco, the producer applicants were Cities Service Production Company, 
The Atlantic Refining Company, Tidewater Oil Company, and Continental Oil 
Company. These independent producers executed contracts with Tennessee Gas 
Transmission Company in August 1956 for the sale of up to two trillion cubic 
feet of gas. Each of the producers owned an undivided 25 percent interest in 
leases located off the coast of Louisiana in the Gulf of Mexico. In September 
1956, these independent producers applied for certificates of public convenience 
and necessity pursuant to Section 7 of the Act. Tennessee Gas also applied for 
a certificate later in the same month. 

The contracts provided that Tennessee Gas would pay the producers, none of 
whom were affiliated with the buyer or each other, an initial rate of 22.4¢ per 
Mcf with an automatic increase of 2 cents every four years. The agreement was 
put down for hearing before a Presiding Examiner and hearings began on Febru- 
ary 28, 1957. The Presiding Examiner overruled objections made by the Public 
Service Commission of the State of New York and certain intervenors to the 
issuance of a certificate without price conditions. These objections were put 
principally upon the ground that the 22.4¢ per Mcf rate level was excessive and 
because applicants had not presented evidence from which it could be determined 
what the just and reasonable rate was. It was therefore contended that the 
applicants had not established that the issuance of the certificates without con- 
ditions would serve public convenience and necessity. On March 29, 1957, the 
Presiding Examiner filed his initial decision, authorizing the issuance of a 
certificate of public convenience and necessity without any price condition which 
would protect the rate payer against unlawful rates. 

Exceptions by certain of the intervenors and the Public Service Commission 
of the State of New York to the Presiding Examiner’s initial decision were filed 
with the Commission. On April 22, 1957, the Commission issued an order grant- 
ing temporary certificates to the producer applicants to sell the natural gas and 
granting a temporary certificate to Tennessee Gas authorizing the construction 
of the facilities necessary to bring the gas into its system and the Commission 
remanded the matter to the Presiding Examiner “to determine at what rates the 
public convenience and necessity requires these sales to be made if permanent 
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certificates are to be granted to these companies upon final disposition of their 
applications.” (17 F.P.C. 574, 576) In this connection, the Commission after 
calling attention to various facts showing the importance of the transaction 
said, “Those factors make it abundantly evident that in the public interest this 
crucial sale should not be permanently certificated, unless the rate level has been 
shown to be in the public interest.” 

The “Catco” applicants then moved to modify the Commission’s order of April 
22, 1957, claiming acceptance of the certificates would involve an undue eco- 
nomic risk. On May 20, 1957, the Commission issued a second order authorizing 
permanent certificates at an initial rate of 18¢ per Mcf and also authorizing 
“Catco” to file pursuant to Section 4(e) for a rate increase to 22.4¢ per Mcf to 
be effective one day after the commencement of gas deliveries to Tennessee. 
This order if accepted would have enabled “Catco” to receive payment at the 
rate level in the contracts, subject to refund of any amount above that found 
by the Commission to be just and reasonable. In the language of the Third 
Circuit Court of Appeals, “The Commission reasoned that the consumers would 
thereby not be relegated to the cumbersome and time-consuming procedure of a 
Section 5(a) proceeding, where the burden would be on the Commission to show 
the rates unreasonable and where there are no provisions for refund in the 
event the Commission is able to meet its burden.” 

Following the issuance of the Commission’s second order, Tennessee filed an 
application for rehearing on June 4, 1957, in which it advised the Commission 
that the Catco companies would not amend the price provisions of the contract 
and would not accept certificates containing the conditions required by the 
Commission’s order of May 20, 1957. 

The Commission thereupon granted a rehearing which was held on June 12, 
1957, but no additional evidence was adduced in such rehearing. Instead, the 
Commission was informed by Tennessee Gas that unless the Catco companies 
received certificates without any initial price condition they would sell their 
gas elsewhere than to Tennessee Gas or in the interstate market. 

On June 24, 1957, the Commission issued its third and final order authoriz- 
ing the issuance of certificates without any initial price condition.” 

The matter was taken to the Third Circuit Court of Appeals by the Public 
Service Commission of the State of New York and two distributors, namely, 
Public Service Electric and Gas Company, and the Long Island Lighting Com- 
pany. The Third Circuit reversed the Commission’s order and remanded the 
matter for further proceedings consistent with its opinion. 


% The risk with which applicants apparently were concerned and which impelled them 
to withdraw their gas from the interstate market was that if a temporary certificate were 
accepted at a lower initial rate then the Catco applicants would be deprived of the oppor- 
tunity of obtaining more than might be established as a just and reasonable rate during 
the probably lengthy period between the beginning and the end of the Section 4(e) pro- 
ceedings which they had the opportunity of initiating. Moreover, if the result of the 
Section 4(e) proceedings were a determination that the initial rates were above just and 
reasonable levels, then they would be remitted to retaining for the gas sold during this 
period only the amounts found to be just and reasonable. They would, of course, have 
the opportunity however of employing in the interim in their business operations the part 
of the rates which might be held excessive subject to the payment of interest charges for 
the use of the excessive amounts. It should also be kept in mind that the Commission 
has adhered to the principle that once service is commenced under a certificate authori- 
zation, even though temporary, it may not be discontinued without permission of the 
Commission issued pursuant to the provisions of the Natural Gas Act. In this connec- 
tion, it may be noted that the Commission issued a letter order in Docket No. G-16134 to 
Sun Ray Mid-Continent Oil Company pointing out that service could not be discontinued 
without obtaining an order under Section 7(b) and issued another order dated January 23, 
1959, in the instant docket to the producer applicants of substantially similar character. 
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The Court noted that the “Catco” sale under consideration was “the first 
sale from new fields which will supply enormous quantities of gas in the future 
and that the Commission’s order, in effect, places the burden on the petitioners 


to show that the rates are reasonable.” * 


This case was tried on the assumption of the legal soundness of the Com- 
mission’s earlier rulings enunciated in Commission Opinions 309 and 315 as 
to the law bearing upon the matters of the burden and order of proof, i.e., 
in the trial of these proceedings it was assumed that applicant was not obliged 
under the law to establish that the initial rates proposed were reasonable and 
that an applicant was not required as part of his prima facie case to present 
evidence on which a finding could be based that public convenience and necessity 
required the sale of the gas at the particular initial rate proposed. Instead, 
it was assumed, that if an applicant offered no proof to establish reasonableness 
of rate level and if an objection to the issuance of a certificate were lodged 
on this ground then there was a duty on the part of the objector to show 
not only that the rate level was excessive but what the just and reasonable 
rate level was. Of course if it were determined that the applicants had the 
burden of proving that the public convenience and necessity required the sale 
of the gas at the particular rate level set forth in the contracts as part of 
their prima facie case, then the applicants here could not be said to have 
presented such a prima facie case. 

The producing fields under consideration here, as in Catco, are new and will 
supply large quantities of gas in the future. 

In the “Cateo” case the petitioners argued in substance that the Commis- 
sion’s final order should be reversed on the ground that it was contrary to 
the provisions of the Act for the Commission to forego consideration of the 
element of price or to defer such consideration to a later Section 5('a) proceed- 
ing because of Catco’s threats to withhold the gas from the interstate market. 
In essence, the appellants in “Catco” had charged that the Commission had 
avoided a duty imposed upon it by Section 7(e) in that it had permitted 
considerations of need for gas by Tennessee Gas to override the requisite con- 
sideration of whether public convenience and necessity would be served by 
certification at the particular rate level at issue. It was also contended that 
the Commission was required under Section 7(e) to scrutinize the rate struc- 
ture of an applicant seeking a certificate, to determine whether public con- 
venience and necessity required a sale at the rate level proposed in the contract 
and that the Commission could not avoid such consideration in a certificate 
proceeding by pointing to other criteria such as great demand or adequate 
financing which may have been met by the applicant. 

The Third Circuit noted the Commission in its order of May 20, 1957, had 
stated that “The record does not contain sufficient evidence on which to base 
a finding that the public convenience and necessity requires the sale of the gas 
at that particular rate level... .’ The Commission was at that time referring 
to the rate level in the contract, namely 22.4 cents per Mcf. 

The Commission in its brief to the Third Circuit contended that its third and 
final order represented a change of mind on whether the evidence demonstrated 
that public convenience and necessity would be served by issuing a certificate 
at the rate level in the contracts and that the Commission had a right to change 
its mind, citing Cia Mewvicana de Gas v. Federal Power Commission, 167 F. 2d 
804 (C.A. 5, 1948). 

It appeared that the Third Circuit had some difficulty with the Commission’s 
position since the Commission had held not only in its first but in its second 


* Cf. Commission order issued November 20, 1958, in Southern Natural Gas Company, 
et al., Docket No. G-14560, et al., 20 FPC 737. 
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order in the same proceeding, that there was insufficient evidence on which to 
base a finding that the public convenience and necessity required the sale of the 
gas at that particular rate level, namely 22.4¢ per Mcf. In addition it appeared 
that no evidence was presented in the rehearing to demonstrate that public 
convenience and necessity required the sale at the contract price and it further 
appeared that the only additional factor developed as a result of the rehearing 
was the refusal of the producers to accept any certificate containing conditions 
as to initial rate level and their announced intention of withdrawing the gas 
from the interstate market rather than to accept a condition as to such rate 
level. These factors together with the further factor that the Commission in 
its second order assured the “Catco” companies that the contract level would 
be permitted to go into effect in one day subject only to refund of such amounts 
as were at levels which were unjust and unreasonable, are elements refered to 
in the Third Circuit’s opinion. In addition the Court referred to the fact that 
the second order of the Commission was designed so that the producers would 
have the opportunity in a full-scale Section 4(e) hearing to sustain the contract 
rate if they believed such rate were just and reasonable. As a matter of fact 
based on the Supreme Court’s recent decision in the United ® case, there would 
be no impediment to filing another rate increase application any time the pro- 
ducers were so inclined. 

The Third Circuit Court of Appeals remanded the ‘“‘Catco” case on the ground 
that the Commission had exceeded its jurisdiction in issuing a certificate under 
circumstances where there was no evidence, other than arm’s-length bargaining, 
to show that the sale at the proposed level would serve public convenience and 
necessity as required by Section 7 of the Act in cases where rate level is a con- 
tested and unresolved issue. As the matter of rate level was the only issue 
raised by the Catco intervenors, the other issues such as market and the like were 
not even contested. In this connection, the Court held that “Congress has not 
given the Commission power to inquire into the issue of public convenience and 
necessity where, as here, the applicant circumscribes the scope of that inquiry by 
attaching a condition to its application requiring the Commission to forego the 
consideration of an element which may be necessary in the formulation of its 
judgment.” 

The element to which the Court referred was the element of the reasonableness 
of the rate level as evincing that issuance of a certificate is required by public 
convenience and necessity. 

The Court reversed the Commission’s order and remanded the proceedings 
to the Commission with directions to proceed in conformity with its opinion. 

The Supreme Court has since the issuance of Catco by the Third Circuit 
granted writs of certiorari sought by Tennessee Gas and the Catco companies. 

The Staff in urging the applicability of Catco to the facts of the case at hand 
has directed specific attention in its reply brief to the testimony of the witnesses 
for Shell, Sun, Ohio, Texaco, and Western concerning the willingness of these 
applicants to perform the services for which authorization is sought in these 
proceedings. In this connection it is pointed out that Shell’s witness stated 
that his company was willing [to perform the services] if an acceptable cer- 
tificate is obtained (emphasis supplied in Staff Brief). The Staff pointed also 
to language employed by Mr. Philip S. Justice, to the effect that Sun was ready, 
willing and able to perform under its contract provided an acceptable certificate 
or disclaimer of jurisdiction is issued to his company by this Commission. The 
witness for Ohio Oil, Mr. L. P. Foote, testified that his company was able and 


% United Gas Pipe Line Company, et al. v. Memphis Light, Gas and Water Division, 
et al., 358 U.S. 103 (1958); rehearing denied January 19, 1959. 
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willing to perform the services described in its gas sales contract, provided the 
Commission granted a certificate acceptable to his company. The witness for 
Texas Company stated his company was ready, willing, and able to perform the 
services provided his company received by November 15, 1958, a certificate of 
public convenience, authorizing sales in accordance with terms and conditions 
of the contract with El Paso. In addition, the Staff referred to the testimony 
of Mr. Henry O. Weaver, an officer of Western which was acting as operator 
for itself, San Jacinto and Three States. He testified that these applicants 
were able and willing to render the services and perform the obligations described 
in their contract “provided a certificate acceptable to them is issued.” 

By reason of this testimony and because the applicants have not chosen to 
present any evidence showing that the rate level proposed is sufficiently within 
the zone of reasonableness to warrant a finding that public convenience and 
necessity would be served by the issuance of a certificate at the rate level in 
the contracts, the Staff argues that these applications fall within the Catco 
doctrine and that an order denying the certificates should be issued. 

While it is quite correct that the testimony of the applicants referred to was 
as described by the Staff, it is also true that applicants here have not taken 
the position assumed by the Catco applicants, since they have accepted temporary 
certificates after being advised by the Commission that once such certificates 
were accepted they would not be in a position thereafter to withdraw the service 
without a further Commission order permitting such action to be taken. 

In addition, the fact that casinghead rather than dry gas is involved here, 
where production of gas cannot economically be held back so long as oil is 
produced, is no reason for establishing different standards with regard to the 
issuance of a certificate for such a producer than has been established for pro- 
ducers of dry gas. Nor are the facts that temporary certificates have been issued 
and accepted by the producers and that gas is being transported into the gaso- 
line plant and delivered to El Paso and that such delivery cannot be abandoned 
without an order under Section 7(b), any reason for considering that the 
Commission’s undoubted power to condition certificates should be applied on any 
different basis to these producers than that applicable to producers of dry gas. 
The determination whether a certificate should be issued should not be based 
on whether a producer is, or is not, in a position to make good his refusal to 
part with his gas but on the basis of principles enunciated in the Act, which are 
applicable to all producer applicants alike. It is clear that there has been no 
threat or evidence of any kind that the producers intend to withdraw their gas 
from the interstate market if initial rate conditions are imposed and accordingly 
on these facts the present case is distinguishable from Catco. 

The precedent established by the Third Circuit’s opinion in Catco may, how- 
ever, have an important effect on the entire matter of conditioning certificates 
and for that reason it is entitled to be considered at some length. 

The Third Circuit in Catco held that it was not determining that “The Com- 
mission must fix the initial rate when its inquiry demonstrates that there is a 
substantial question of the reasonableness of that initial rate.” 

The Court also observed, however, “The Commission probably should always 
consider the impact of the proposed initial rate in its determination of public 
convenience and necessity.” It should be kept in mind that when the Natural 
Gas Act was amended in 1942, the Commission’s clear authority to condition 
certificates of public convenience and necessity sought by companies subject 
to the Act was continued in effect. Independent producers selling gas for re- 
sale in interstate commerce are subject to the Act. The Commission has as 
great authority to condition certificates of such producers as to rate level as it 











FEDERAL POWER COMMISSION 423 


has to condition the rates of interstate pipeline applicants who seek certificates 
pursuant to Section 7 of the Act. The House Report relating to the 1942 amend- 
ments to the Act in referring to Section 7(e) states in part, “The bill when 
enacted will have the effect of giving the Commission an opportunity to scruti- 
nize. . . the characteristics of the rate structure in connection with the pro- 
posed construction or extension at a time when such initial matters can readily 
be modified as the public interest may demand.” (Underscoring supplied) The 
House bill was passed by the Senate without amendment.” 

The Third Circuit pointed out in its Catco opinion that in the Signal Oil 
case,* the Commission had said that the justness and reasonableness of the 
rate was a “vital element” in demonstrating “that the service proposed is or 
will be required by the present or future public convenience and necessity.” 
In addition, the Third Circuit said “According great weight to the initial rates 
proposed has been the policy of the Commission over the years as is indicated 
in its annual reports to Congress.” (Underscoring supplied) 

The Court’s commendatory comment that the Commission’s second order in 
Catco issued May 20, 1957, “demonstrated the Commission’s desire to extend 
itself in an effort to be fair to the applicants, while protecting the ultimate con- 
sumer from rates that might later be determined excessive,” is reflective of 
the Court’s views on how the problem of issuing orders which conform to the 
standards of public convenience and necessity in the Act may be met with 
fairness to applicants and protection to the ultimate consumer against rates 
which may be excessive. 

Catco stands for the proposition that the refusal or the threat of refusal by an 
independent producer to commit his gas to the interstate market if the Commis- 
sion were to condition a certificate as to initial rate is not a good ground for 
deferring determination of whether public convenience and necessity requires the 
sale of the gas at the particular rate level fixed in the contract to some unknown 
date in the future when Section 5(a) proceedings have been heard to completion, 
even where there is great need for the gas. The Court was aware of the fact 
that no provision of the Act compels a producer to accept a certificate containing 
conditions to which he is opposed, this having been called to its attention by the 
briefs filed by the Commission. It appears unquestionable that the Court was 
also well aware, however, that if a certificate were granted without price condi- 
tions as provided in the Commission’s third and final order in Catco, the rate 
payer would never be able to recover the amounts in excess of what may be finally 
determined to be the just and reasonable rates collected between the date of the 
issuance of the certificate and the date when Section 5(a) proceedings are con- 
cluded. To put it another way, if consideration of the factor of need for addi- 
tional quantities of gas by a pipeline buyer is a consideration which outweighs 
in importance the consideration of whether the public convenience and necessity 
requires the sale at the initial level set forth in the contracts in one certificate 
case, then it follows that in every other certificate case where an applicant estab- 
lishes that there is need for gas the latter consideration outweighs the rate level 
consideration. On this line of reasoning, the greater the need by consumers for 
gas the less important, relatively speaking, is the factor of price. On the other 
hand, it may well be considered that the greater the need for gas by consumers 
the greater the price which a seller can exact and the greater the need of protec- 


%*H. Rep. No. 1290, 77th Cong., 1st Sess., pp. 2-3 (1941). 

37S. Rep. No. 948, 77th Cong., 2d Sess., pp. 1-2 (1942). 

% Signal Oil € Gas Company, 238 F. 2d 771, 774 (C.A. 3, 1956) certiorari denied. 353 
U.S. 923 (1957). 
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tion for consumers against excessive rate levels which may be demanded by 
producers. 

It seems that Catco holds, in substance, that pressing need for the product of 
a regulated seller of natural gas is not a basis for authorizing the issuance of a 
certificate at a rate level which may be unjust and unreasonable to a buyer who 
is entitled to protection from the beginning of the service since under such cir- 
cumstances it has not been shown that the issuance of a certificate is required 
by public convenience and necessity at the rate level sought. 

The Third Circuit’s approving references to the Commission’s order in Signal, 
to the Commission’s earlier orders in Catco, and to the Commissions’ long-stand- 
ing precedents in attaching rate conditions in pipeline certificate cases are not 
without significance. 

One of the claims made during the course of these proceedings was that if a 
determination of the justness and reasonableness of the initial rate level of the 
17 independent producers involved herein were required to be made within the 
confines of the hearing on certificate applications, such hearings would become 
so complex and drawn out that it would be impracticable to conduct them. It is 
true beyond question that if in these certificate proceedings it were necessary for 
the producer applicants or the Staff or an intervenor to present evidence of rate 
base and cost-of-service, and evidence bearing on such problems as allocation of 
costs as between gas and oil and evidence on the numerous and complex other 
problems which require resolution in rate cases the proceedings would become 
so involved and so lengthy that their conduct would not serve public convenience 
and necessity but would frustrate it. 

These conclusions however are not the terminal point of consideration to be 
given to the problem of arriving at a determination which will be fair to appli- 
cants and which will give the rate payer the protection which the Act was 
designed to afford him. They might well be considered as only the threshold to 
further consideration of the problem. 

First, it should be observed that consideration has been given in the past to 
problems of this character. The argument about the impracticability of trying 
a rate case within a certificate case is as applicable in a large pipeline certificate 
case involving the deliverability of large supplies of gas from new sources, 
sometimes self-produced, as it is in a producer certificate case. Nevertheless, 
the Commission in the past has had no hesitance in issuing certificates con- 
ditioned as to rate level in the large pipeline certificate cases and it has not 
deemed it necessary to conduct a full-scale rate hearing within the confines of 
the certificate cases in order to be able to attach such conditions. For example, 
in United Gas Pipe Line Co., et al., Docket G—1147, et al., 10 FPC 35, United 
filed an application for a certificate of public convenience and necessity pur- 
suant to Section 7 of the Act. The application involved the construction of 
large additional facilities and the addition of very substantial new gas 
supply to be sold to United’s customers. The gas supply was to be obtained 
not only from certain independent producers who had contracts for compara- 
tively short terms but from Union Producing Company, an affiliate of United. 
At the time the certificate proceeding was being heard the Commission had 
pending a Section 5(a) proceeding in Docket Nos. G—1142, et al., which had 
not at the time been concluded. Such proceeding was not concluded, in fact, 
until several years later. United proposed in the certificate proceedings an 
initial rate for two sales of additional gas to be made to Texas Eastern and 
Mississippi River consisting of $1.30 per Mcf per month demand charge and 
13 cents per Mcf commodity for the new gas supply. The Commission did 
not hold a full-scale rate hearing within the confines of this certificate pro- 
ceeding but nevertheless did not hesitate to condition its certificate by decreasing 
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the commodity price to 12.5 cents and it further conditioned the price United 
could charge for its new gas by providing that the minimum bills should be 
on the basis of 72 percent of load factor instead of 95 percent of load factor 
as proposed by United. Certainly, if the Commission in this certificate proceed- 
ing had attempted to engage in a full rate case hearing to determine what 
United should receive for the new gas it was to deliver, such certificate pro- 
ceedings would have been delayed to the same extent as was its rate proceeding 
in Docket G—1142 but the Commission found it was not necessary to engage 
in such a rate hearing to be able to attach conditions relating to the rate the 
customers would be required to pay.” 

A further example of the fact that it is not a requirement under the law 
for the Commission to hold a full-scale rate hearing within the certificate pro- 
ceeding in order to condition a certificate as to rate level may be found in 
the recent Signal case referred to above. The point of the matter is that the 
Commission conditioned a certificate at a lower rate than that contained in the 
contract and sought by the producers without holding a full-scale rate hearing 
and its order was sustained by the Court of Appeals and certiorari was denied 
by the Supreme Court. 

In the Catco case the Commission in its second order conditioned the cer- 
tificate to be issued at a lower rate than the contract rate and when it changed 
its mind in issuing the third order it did not change its mind on the ground 
that its earlier orders were unlawful but on the ground that it had properly 
exercised its administrative discretion in the matter by issuing the certificate 
at the higher rate. 

The Staff contends largely on the basis of Catco that where a producer 
applicant has not established that a sale at the specific rate level proposed in 
the contracts will serve public convenience and necessity, the certificate appli- 
cation must automatically be denied. The undersigned does not construe either 
Signal or Catco as holding that this is the only proper determination which 
may be made in such circumstances. It appears to the undersigned that where 
applicants show that there is a need for the gas, the existence of market, 
economic feasibility, adequacy of financing, and all the other material factors 
necessary to obtain a certificate, it is within the power of the Commission, in 
the absence of evidence showing that the issuance of a certificate would serve 
public convenience and necessity at the rate level in the contract, to issue a 
certificate conditioned upon a rate level which would protect rate payers who 
need the gas against the imposition of unjust and unreasonable rates. This 
may be done by imposing rate conditions in certificate proceedings so long 
as the rate conditions imposed are not unfair to applicants and so long as such 
conditions do not involve any confiscatory element. While it does not follow 
that in every certificate case a rate condition must be imposed, it does appear 
to follow on the basis of Catco that where there is a serious problem as to rate 
level that problem may not be reduced to the point of extinction by being 
merged into a large number of other considerations, such as the need for the 
gas, which should be established in any event in the normal course in every 
certificate case. 


%®% Cf. Tennessee Gas and Transmission Company, 4 FPC 293-301 (1945); Michigan- 
Wisconsin Pipe Line Company, 5 FPC 953, 954 (1946); Hast Tennessee Natural Gas 
Company, 7 FPC 5 (1948); Trunkline Gas Supply Company, 8 FPC 250, 257: Teras 
Eastern Transmission Corp., et al., 8 FPC 139, 146 (1949) ; Panhandle Eastern Pipe Line 
Company, et al., 10 FPC 185 (1951) ; Permian Basin Pipe Line Company, et al., Opinion 
No. 249, May 1, 1953, 12 FPC 85; Pacific Northwest Pipeline Corporation, et al., Opinion 
No. 289, November 25, 1955, 14 FPC 157, 177; American Louisiana Pipe Line Company, 
et al., 15 FPC 23, 43 (1956). 
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One of the major difficulties against following the views expressed in Catco 
is that they may be in conflict with those expressed by the Court of Appeals 
for the District of Columbia in the Oklahoma Natural case.* 

In connection with the problem of whether the views expressed in Catco must 
be applied to the instant case the following circumstances, among others, should 
be considered. The Supreme Court granted petitions for writs of certiorari in 
Catco and in Oklahoma Natural Gas Company v. Federal Power Commission, 257 
F. 2d 634 (C.A.D.C. 1958). The Catco companies in seeking certiorari contended, 
among other things, that the Oklahoma and Catco cases were in conflict and that 
certiorari should therefore be granted. The contention made by the Catco com- 
panies that the Third Circuit’s decision in Catco was in conflict with the Okla- 
homa case does not appear to be an unreasonable claim. 

On February 2, 1959, Oklahoma made a motion to the Supreme Court to dis- 
miss its writ of certiorari. Accordingly, this case may not be heard by the 
Supreme Court. 

In addition, such determination as may be made by the Supreme Court in 
Catco may or may not be of general application. In this connection, it may also 
be observed that intervenors have sought review by the Third Circuit Court of 
Appeals in the Transcontinental case (Opinion 315) and it is possible that the 
views of the Third Circuit may be pertinent on a broader factual basis than such 
decision as may be made by the Supreme Court in Catco. However, speculation 
as to the outcome of these cases would be inappropriate. This decision must be 
based only on the facts of the case as developed and the outstanding decisions of 
the courts and the Commission. 

Since the date of the Court’s decision in Catco, the Commission has again had 
the opportunity of considering its approach to the problem of whether producer 
applicants are required to show as part of their prima facie case or at some later 
phase of a certificate proceeding that a sale at the proposed initial rate level 
is required by public convenience and necessity as that term is used in Section 7 
where rate level is a material issue. 

On November 20, 1958, the Commission issued its order adopting and modify- 
ing the decision of the Presiding Examiner in Southern Natural Gas Company, 
et al., Docket No. G—14560 et al., 20 FPC 737. In this case, the Presiding Exam- 
iner had filed an initial decision on October 20, 1958, authorizing the issuance of a 
certificate of public convenience and necessity covering the sale of natural gas by 
Kin-Ark Oil Company, Operator and Kelly Oil Company, Operator to Southern 
Natural. 

The applicants showed that the sales agreements were reached after extensive 
arm’s-length bargaining and that there was no corporate affiliation between the 
buyer and the sellers. The price was 20.25 cents per Mcf, plus state taxes, and 
the Presiding Examiner concluded, among other things, that this was a fair 
and reasonable rate without any evidence on this point other than arm’s-length 
bargaining. 

The Commission in its order of November 20, 1958, modified the Presiding 
Examiner’s decision by setting aside the finding that the rate level was fair and 
reasonable and then issued a certificate at the rate level in the contracts without 
price conditions. Commissioner Connole in a dissenting opinion said that the 
Commission was authorizing “a sale of natural gas under the Act without mak- 
ing a finding on the crucial issue whether so much of the concept of public con- 
venience and necessity that embraces producers’ prices has been met.” 

In these circumstances, it must be concluded that the Commission by its 
decision in the Southern Natural case has determined to adhere to the position 


“ Oklahoma Natural Gas Company v. F.P.C., 257 F. 2d 634 (C.A.D.C. 1958). 
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exemplified by its determinations in Oklahoma Natural, Tamborello, Hope, Sea- 
board, and Transcontinental at least until and unless the Supreme Court over- 
turns its central position in those cases. 

There are a substantial number of producer certificate cases in addition to 
those discussed hereinabove where the contest centered on whether a condition 
reducing the initial rate level should be imposed.“ It is contended in effect, 
however, that not one of the numerous cases involving certificate applications is 
representative of any general principle, and a fortiori all considered together 
are not representative of any general principle, i.e., each one is distinguishable 
on its special facts from the others and that each one of these cases represents 
an ad hoc determination. 

An ad hoe decision is one pertaining to or for the sake of that case alone. 
Where one case exists which is the exception to the rule it may reasonably 
be referred to as an ad hoe decision, and Signal may be so described. However, 
where a substantial number of cases are decided and all except one result in 
orders granting certificates without initial rate conditions then it is unreasonable 
to contend that this substantial body of Commission decisions all reaching the 
same conclusion represent ad hoc decisions and that a single exception where 
a condition was attached is representative of the general principle of law which 
is applicable. The reasonable conclusion as to the Commission’s view to be 
drawn from these cases regarding the general principle to be applied is that 
initial rate conditions should not be attached to certificates where the price is 
reached by arm’s-length bargaining except in highly special circumstances such 
at that delineated in Signal. The Commission’s precedents also indicate that 
a showing that the initial rate is higher in general than the pattern of prices 
established in the area from which the natural gas is being sold is not of itself 
a ground for conditioning a certificate as to initial price but that it may be a 
consideration moving the Commission to initiate a Section 5(a) proceeding. 

The Commission’s Presiding Examiners are bound to follow Commission 
established precedents unless such precedents are reversed by the Courts of 
Appeal or the Supreme Court. 

Since the Commission appears to have decided that it would hold to the views 
expressed in its Oklahoma Natural decision which was sustained by the District 
of Columbia Circuit and to the position taken in its Tamborello, Hope, Seaboard, 
Transcontinental, and other opinions, the undersigned would appear to be 
required to adhere in any initial decision he may make to the position held 
by the Commission in such cases. 

Under these circumstances, the Staff’s motion to dismiss must be denied 
and the contention of the Attorney General of California that certificates should 
be issued conditioned upon a price of 12 cents per Mcf must also be overruled. 


The Commission’s Letter of August 25, 1958 


In its order of November 7, 1958, returning the Staff’s motion to dismiss to 
the undersigned for disposition at the time of issuance of the initial decision, 
the Commission referred to a letter of August 25, 1958, addressed to El Paso 
by the Secretary of the Commission pursuant to the direction of the Commission, 
with copies addressed to all the parties. The letter referred to the Commission’s 


“Cf. In the Matters of Atlantic Refining Co., et al., Docket No. G—8809 et al. (Decem- 
ber 30, 1955), 14 FPC 480; Phillips Petroleum Co., G-11732, et al.; Gulf Interstate Gas 
Co., G-11799, et al. (November 6, 1957), 18 FPC 601; Superior Oil Co., et al., G—12121, 
et al. (May 9, 1958), 19 FPC 637, William T. Burton Industries Inc., G—12714, et al. 
(December 23, 1958), 20 FPC 863, Columbian Fuel Corp., G-12487 (April 7, 1958), 19 
FPC 479. 
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r directed the parties to collaborate in the preparation of the material 
ested. This letter was received in evidence.” 


The Commission in its order of November 7, 1958 stated, among other things, 


that 


the data which must be supplied in a contested hearing by an independent 
producer certificate applicant in order satisfactorily to discharge its burden 
of presenting a prima facie case has been the subject of some speculation 
and debate. Our action herein eliminates any need for discussion of this 
question at this time. However, the applicants were not without guides 
as to a type of data and information we regarded as relevant and helpful 
to the Commission’s consideration and disposition of these particular appli- 
cations. El Paso and the producer suppliers in this transaction were all 
requested to furnish certain information in a letter addressed to them on 
August 25, 1958. The letter was signed by the Secretary “By direction of 
the Commission” and specifically stated that although addressed to El Paso 
it was “equally directed to all applicants”. Copies of the letter were sent to 
all the parties. Moreover, it directed the parties to “collaborate in the 
preparation of the material requested.” The letters addressed to applicants 
were not intended to prescribe the exclusive method of proof of price as 
an element of public convenience and necessity but should be given consid- 
eration in passing upon any challenge of the adequacy of the showing made 
by these applicants. 


The Commission’s letter of August 25, 1958, requests the following data be 
supplied : 


1. The current level of prices being paid by El Paso under other contracts 
in the Aneth Area, and other fields in the same general area. 

2. The current level of prices being paid by El Paso under other contracts 
in the Aneth Area and in other fields in the same general area which con- 
tain terms and provisions generally comparable to those in the contracts 
under which El Paso proposes to purchase natural gas in the above- 
docketed proceedings. 

3. The quality of the natural gas proposed to be purchased in the above- 
docketed proceedings as compared to the quality of the natural gas being 
purchased under the contracts referred to in 1 and 2 above. 

4. The conditions of delivery with respect to the natural gas proposed 
to be purchased in the above-docketed proceedings as compared to the con- 
ditions of delivery of the natural gas being purchased under the contracts 
referred to in 1 and 2 above. 

5. The effect the prices which El Paso proposes to pay under the contracts 
in the above-docketed proceedings would have on the prices required to 
be paid pursuant to all contracts under which El Paso is presently pur- 
chasing natural gas and the dollar impact thereof. 

6. Any cost information which either El Paso or the producers desire to 
submit together with an explanation or reasons why the price El Paso pro- 
poses to pay varies from the prices it is currently paying for natural 
gas being purchased in the Aneth Area and in the same general area. 


The letter while addressed to El Paso was equally directed to all of the appli- 
eants herein. The only applicant which undertook to answer the first five 
questions propounded was El Paso but its answers were not wholly responsive. 


“Item LLZ. Items I-Z and SS-Z were objected to and decision deferred and they 


are now received in evidence. 
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Not one producer applicant submitted any cost data as requested in para- 
graph 6 quoted above. Indeed the language in paragraph 6 makes production 
of this data optional. However, during the course of the cross-examination of 
the witnesses additional evidence partially responsive to requests for informa- 
tion contained in the first five paragraphs of the August 25, 1958 letter was 
produced. 

In addition information relating to the requests contained in the first five 
paragraphs was produced by a Staff witness who presented data as to the 
current level of prices in the San Juan Basin, and comparisons were made 
between such prices and those at Aneth. This included testimony regarding 
the quality of the gas being purchased. Furthermore, evidence was received 
over almost constant objection by applicants as to delivery conditions as re- 
quested in paragraph 4 of the letter. It should be observed that with regard to 
the information requested in paragraph 2, the general position of El Paso and 
that of producers on cross-examination was that contracts covering gas in the 
San Juan Basin and other fields in the general area were not comparable to 
the contracts being made at Aneth and this may account for the failure to 
respond to paragraph 2. 

As to paragraph 5, it appears that El Paso claims that the purchase it is 
making at Aneth will not involve a change in its present rate level. At the 
same time, it is clear from the testimony presented by El Paso witnesses that 
its investment at Aneth will in its next rate proceeding be set forth as part 
of its rate base. It is a reasonable conclusion that such increased prices as 
El Paso has agreed to pay for its Aneth gas will also be reflected in any cost 
of service study it submits in its next rate case. Accordingly, to the extent 
that the prices which El Paso has agreed to pay herein for Aneth gas are 
at the level set forth in the contracts they will be reflected in El Paso’s next rate 
case and the average increased cost of gas per Mcf will be passed on to the 
distributors and presumably to the ultimate consumer. Moreover, in any rate 
ease filed in the future by El Paso, it is unlikely that the Commission will 
in the very same proceeding determine whether the rate level of the various 
independent producers who are selling natural gas to El Paso is just and 
reasonable. It has been Commission practice in such cases to credit a pipeline 
applicant seeking an increase in its rates with the amounts it is actually paying 
to unaffiliated independent producers from whom it is purchasing gas. 

It is a reasonable conclusion that if a certificate is issued here without price 
conditions that in any new rate increase filing made by El Paso, El Paso will 
be entitled to include the amount it is paying for gas as part of its “cost of 
gas purchased” account. 

The most important paragraph in the judgment of the undersigned contained 
in the letter of August 25, 1958 is paragraph 6. Paragraph 6 places no require- 
ment on El Paso or the producers to submit any cost information. Further- 
more, the phraseology employed in paragraph 6 would not appear to require 
any explanation, or any statement of reasons why the price El Paso proposes 
to pay at Aneth varies from the prices it is currently paying for natural gas 
being purchased in the same general area. 

This letter as phrased apparently was an indication of what the Commission 
would have permitted in evidence as relevant if produced. It was not an 
order to the producers or El Paso to supply the information requested. More- 
over, when the applicants did not produce the information requested, no action 
whatsoever was taken to obtain compliance with the request for cost evidence. 
Had the Commission intended to require that such information be produced, it 
could have done so in clear and unequivocable language. Moreover, there is no 
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direct indication in this letter that the Commission intended to change positions 
expressed in formally decided cases. 

If the Commission should decide to modify the position taken in earlier cases 
on the basis of increased experience under the Act it can, of course, take such 
action as it deems appropriate. However, until and unless the Commission 
changes its position in some clear and direct way it would be inappropriate 
for a Presiding Examiner on the basis of a document phrased as is the letter 
of August 25, 1958, to take a position that the Commission intended some modi- 
fication of its prior stand relating to the production of cost evidence by 
producers. 

ADDITIONAL FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record herein, the evidence adduced and 
the briefs filed, it is found and concluded, in addition to the findings and con- 
clusions heretofore set out, that: 

(1) El Paso Natural Gas Company the applicant in Docket No. G-13862 is a 
natural-gas company within the meaning of the Natural Gas Act. 

(2) Petro-Atlas Corporation applicant in Docket No. G—15081 made no ap- 
pearance in the hearing and presented no evidence and its application should 
therefore be denied. 

(3) General Petroleum Corporation, applicant in Docket No. G—14245 and 
Pan-American Petroleum Corporation, applicant in Docket No. G—14640 made 
appearances but made no showing reasonably permitting a conclusion that cer- 
tificates of public convenience and necessity should be issued to them and their 
applications should therefore be denied. 

(4) Shell Oil Company, Aztec Oil & Gas Company, Phillips Petroleum Com- 
pany, Western Natural Gas Company, The Pure Oil Company, Davis Oil Com- 
pany, The Carter Oil Company, Continental Oil Company, Sun Oil Company, 
The Ohio Oil Company, Three States Natural Gas Company, Reynolds Mining 
Corporation, The Texas Company, Superior Oil Company, applicants in Docket 
Nos. G-—13876, G-13946, G-13963, G-13964, G-14156, G-—14361, G—-14369, G—-14396, 
G-14408, G—14441, G-14800, G—14834, G-15153 and G-15431, respectively, are 
now, or will become upon the commencement of the sales of natural gas pro- 
posed in these proceedings, independent producers of natural gas as defined in 
this Commission’s regulations, are or will then be engaged in the sale of natural 
gas in interstate commerce for resale for ultimate public consumption, and each 
of them is or will then be engaged in the sale of natural gas in interstate 
commerce for resale for ultimate public consumption, and each of them is or 
will then be, therefore, a natural-gas company within the meaning of the Natural 
gas Act. 

(5) The facilities which El Paso Natural Gas Company proposes in its ap- 
plication in Docket No. G—13862 for which a certificate of public convenience 
and necessity is sought are as follows: 

A. Pipeline 

1. Construct and place in operation approximately 13.0 miles of 20’’ O.D., 
0.312’’ w.t. pipeline and 66.1 miles of 16’’ O.D., 0.250’’ w.t. pipeline extending 
from Applicant’s proposed Aneth Plant which is to be located in the N/2 of 
Section 9, T-41-S, R-24-E, San Juan County, Utah, in a southeasterly direction 
to a point of connection with Applicant’s existing 24’’ O.D. main transmission 
line immediately downstream of the San Juan River Plant located in Section 1, 
T-29-N, R-15-W, San Juan County, New Mexico. 

2. Construct and place in operation approximately 6.0 miles of 10%’’ O.D., 
0.250’’ w.t. pipeline extending from The Texas Company’s proposed plant to be 
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located in Section 22, T-40-S, R-24-E, San Juan County, Utah, in a southerly 
direction to Applicant’s proposed Aneth Plant, as located above. 


B. Compressor Stations 


1. Construct and place in operation a compressor station to be known as the 
Aneth Compressor Station and having a total installed horsepower of 27,900, 
together with the necessary standard appurtenances for the operation of the 
same. Said compressor station is proposed to be located in the N/2 of Section 
9, T-41-S, R-24-E, San Juan County, Utah. 


C. Gasoline Plant 


1. Construct and place in operation an absorption type gasoline plant to be 
known as the Aneth Gasoline Plant having a total installed inlet capacity of 
100,000 MCF per day. Said plant is proposed to be constructed adjacent to the 
Aneth Compressor Station as located in B-1 above. 

2. Construct and place in operation a liquid products fractionating plant to 
be known as the Aneth Fractionating Plant and having a design capacity of 
366,500 gallons per day. Said fractionating plant is to be constructed adjacent 
to the proposed Aneth Gasoline Plant as described in C—1 above. 


D. Dehydration Plant 


1. Construct and place in operation a natural gas dehydration plant to be 
known as the Aneth Dehydration Plant having an installed capacity of 80,000 
MCF per day. Said plant to be located in proximity of the Aneth Gasoline 
Plant as described in C-1 above. 


E. River Crossings 
1. Construct and place in operation the necessary submerged pipeline river 


crossings required for the operation of the transmission pipeline described in 
Item A-1 above. 


F. Metering Facilities 


1. Construct and place in operation those necessary metering facilities to be 
used in connection with the operation of the facilities herein described. 


G. Communications 


1. Construct and place in operation those necessary communication facilities 
to be used in the operation of the herein described facilities. 


H. General Structures and Equipment 


1. Construct and place in operation those additional general structures re 
quired in connection with the facilities herein described. 


I. Gathering Systems 


1. Construct and place in operation approximately 87.6 miles of gathering 
pipeline, ranging in size from 4%4’’ O.D. through 30’’ O.D. and the related 
facilities to be operated in connection with the facilities described herein. 

Such facilities are to be used for the transportation and sale in interstate 
commerce of the natural gas of the producers named in paragraph 4 of these 
Findings and Conclusions and such facilities are subject to the requirements of 
Section 7 of the Natural Gas Act. 

(6) The sales proposed to be made by the independent producers named in 
Finding (4) above all as more fully set forth in their applications filed in Docket 
Nos. G—13876, G—13946, G—13963, G—13964, G-14156, G-14361, G-14369, G-14396, 
G—14403, G—14441, G-14800, G-14834, G-15153, and G—15431 will be made to 
El Paso for the purpose of resale by El Paso in interstate commerce, and such 
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sales are, or will be, subject to the provisions of Section 7 of the Natural Gas 
Act. 


(7) The facilities described by El Paso in its application in Docket No. G- 
18862 are so designed as to enable El Paso to transport up to an additional 
100,000,000 cubic feet of natural gas per day from the Blanding Basin in a 
reasonable and economical manner. 

(8) The facilities described by El Paso in its application in Docket No. G- 
13862 will be used for the purpose of delivering an additional 100,000,000 cubic 
feet per day to its main pipeline system for use in meeting its over-all system 
requirements. 

(9) There are sufficient reserves of natural gas in the Blanding Basin to 
supply an additional 100,000,000 cubic feet of natural gas per day for a period 
of at least fifteen years. 

(10) The facilities of El Paso seeks authority to construct and operate for the 
purpose of transporting up to an additional 100,000,000 cubic feet of natural gas 
per day will have a reasonably estimated cost of $26,085,000, including working 
capital which El Paso is ready, willing, and able to supply. 

(11) El Paso is now engaged in the construction of the facilities for which a 
certificate is sought in this case under two temporary certificates, and it is 
reasonable to assume that as soon as a permanent certificate of public con- 
venience and necessity is granted El Paso will complete such facilities at the 
earliest practicable date and operate them with its own organization. 

(12) El Paso’s California market is rapidly expanding and addition of this 
supply of gas would be very helpful in establishing a better relationship between 
El Paso's reserves and its requirements. 

(13) Expansion of El Paso’s facilities as requested in Docket No. G—13862 
will serve public convenience and necessity particularly in the face of the 
increased demands being made upon its system by its customers. 

(14) The project as proposed by El Paso in Docket No. G-13862 is economically 
feasible. 

(15) El Paso Natural Gas Company is a qualified applicant within the mean- 
ing of Subsection (c) of Section 7 of the Act and is able and willing properly to 
do the acts, construct and operate the facilities proposed and conform to the 
provisions of the Natural Gas Act and the requirements, rules, and regulations of 
the Commission thereunder. 

(16) The independent producers named in Finding 4 are and each of them is 
a qualified applicant within the meaning of Section 7(c) of the Act and each 
of them is able and willing properly to do the acts and perform the services 
proposed and conform to the provisions of the Natural Gas Act and the require- 
ments, rules and regulations of the Commission thereunder. 

(17) The construction and operation by El Paso Natural Gas Company of 
the facilities described in Finding (5) and the services described in Finding 
(6) proposed to be rendered by the independent producers named in Finding 
(4) are, or will be, required by the present or future public convenience and 
necessity and certificates therefor, as provided by Section 7(c) of the Act, should 
be issued as hereinafter ordered upon the terms and conditions contained in 
this order, which terms and conditions are reasonable and required by the public 
convenience and necessity. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission that: 

A. A certificate of public convenience and necessity be and the same is hereby 
issued authorizing El Paso to construct and operate the facilities described in 
Finding (5) above for the transportation and sale of natural gas to be pur- 
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chased by El Paso from Shell Oil Company, Aztec Oil & Gas Company, Phillips 
Petroleum Company, Western Natural Gas Company, The Pure Oil Company, 
Davis Oil Company, The Carter Oil Company, Continental Oil Company, Sun 
Oil Company, The Ohio Oil Company, Three States Natural Gas Company, Rey- 
nolds Mining Corporation, The Texas Company, and Superior Oil Company, in 
accordance with the gas purchase contracts entered into between El Paso and 
the producers in the Aneth area named in this paragraph, upon the terms and 
conditions of this order. 

B. Certificates of public convenience and necessity be and the same are 
hereby issued to the independent producer applicants referred to in Finding (4) 
above authorizing the sale of natural gas by them to El Paso referred to in 
Paragraph A hereto, together with the construction and operation of any 
facilities subject to the jurisdiction of this Commission necessary therefor, 
subject to the terms and conditions of this order. 

C. The certificates issued in Paragraphs A and B hereof shall be accepted in 
writing under oath by a responsible official of the applicants respectively 
within 30 days from the issuance of this order. 

D. The certificate issued to each of said applicants is not transferable and 
shall be effective only so long as each of said applicants continues the acts 
or operations hereby authorized in accordance with the provisions of the 
Natural Gas Act, and the applicable rules, regulations and orders of the 
Commission. 

E. The grant of the certificates herein shall not be construed as a determi- 
nation of the justness or reasonableness of the initial or subsequent prices 
contained in the gas purchase contracts, nor as a waiver of the requirements 
of Section 4 of the Natural Gas Act, or of Section 154 of the Commission’s 
Rules and Regulations thereunder requiring the filing of rate schedules for 
the services herein authorized; and it is without prejudice to any findings or 
orders which have been or may hereafter be made by the Commission in any 
proceeding now pending or which may hereafter be instituted by or against 
the applicants herein. Further, the action in this proceeding shall not fore- 
close nor prejudice any future proceeding or objection relating to the operation 
of any price or related provision in the gas purchase contracts herein involved. 

F. The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (1), (ce) (3), (c) (4) and (e) of Section 157.20 of the Commission’s Rules 
and Regulations including the Rules of Practice and Procedure, shall attach 
to the issuance of the certificates granted in paragraphs A and B hereof, and 
to the exercise of the rights granted thereunder. 

SAMUEL BINDER 
Presiding Examiner 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NO. 
G-20047 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 23, 1960) 


On November 2, 1959, Natural Gas Pipeline Company of America (Applicant) 
filed in Docket No. G—20047 an application pursuant to Section 7(c) of the 
Natural Gas Act for a certificate of public convenience and necessity author- 
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izing the construction and operation of meter stations, lateral pipelines and 
taps on Applicant’s existing transmission system to enable it to take into 
its certificated main pipeline system natural gas which will be purchased from 
producers thereof from time to time during the calendar year 1960. 

The total cost of all projects for which authorization is sought in this 
“budget-type” application is not to exceed $2,000,000, with the total cost of 
any single project limited to $500,000. 

The purpose of this proposal is to augment Applicant’s ability to act with 
reasonable dispatch in contracting for and connecting to its pipeline system 
new supplies of natural gas in various producing areas generally coextensive 
with its system. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 9, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Natural Gas Pipeline Company of America, a Delaware cor- 
poration having its principal place of business in Chicago, Illinois, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 13, 1942, in Docket No. G—235 
(3 FPC 830). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication in this proceeding, are proposed to be used in the transportation of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and the construction and operation thereof are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas 
from producers thereof during the calendar year 1960 as proposed by Appli- 
eant are required by the public convenience and necessity and a certificate 
therefor should be issued, as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit on or before March 1, 1961, a 
statement under oath showing, by projects; (a) names of fields connected, 
(b) estimates of gas supplies attached, (c) a description of the project or 
projects constructed pursuant to the authorization granted hereinafter, (d) the 
location of said project or projects, (e) the costs of the facilities so constructed, 
and (f) the names of the independent producers involved, together with the 
respective dates of the gas sales contracts and the docket numbers of the 
related producer certificate applications. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued to Applicant and to the exercise of the 
rights granted thereunder. 

(7) The authorization granted hereinafter should be limited to expenditures 
for construction during the calendar year 1960, and the total expenditures for 
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facilities authorized to be constructed hereunder should be limited to $2,000,000, 
with no single project at any given location to exceed a cost of $500,000. 

(8) A request during the puplic hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Sec- 
tion 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Natural Gas Pipeline Company of America to con- 
struct and operate the proposed facilities for the transportation of natural 
gas in interstate commerce, aJl as more fully described in the application in 
this proceeding, upon the terms and conditions of this order. 

(B) Applicant shail submit on or before March 1, 1961, a statement under 
oath showing, by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects constructed pur- 
suant to the authorization granted in paragraph (A) above, (d) the location 
of said project or projects, (e) the costs of the facilities so constructed, and 
(f) the names of the independent producers involved, together with the respec- 
tive dates of the gas sales contracts and the docket numbers of the related 
producer certificate applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the exer- 
cise of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited to 
expenditures for construction during the calendar year 1960, and the total 
expenditures for facilities to be constructed are hereby limited to $2,000,000, 
with no single project to exceed a cost of $500,000. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TRUNKLINE GAS COMPANY, DOCKET NO. G—20108 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 23, 1960) 


Trunkline Gas Company (Applicant), a Delaware corporation with its prin- 
cipal office in Houston, Texas, filed an application in Docket No. G—20108 on 
November 4, 1959, pursuant to Section 7 of the Natural Gas Act for a certificate 
of public convenience and necessity authorizing the construction and operation 
of facilities subject to the jurisdiction of the Commission, all as more fully 
described in the application on file with the Commission. 

Applicant proposes to install and operate on an experimental basis two gas 
turbine driven centrifugal compressor units plus a waste heat recovery system 
and appurtenant facilities at its existing Compressor Station No. 31. The two 
units are rated at a total of 1,900 horsepower, one to be 1,075 and the other 
825 horsepower. The station, on Applicant’s existing 24-inch main transmission 
line near Houston, Texas, is presently powered with three 2,000 horsepower 
internal combustion gas engines directly connected to the reciprocating compressor 
units. The horsepower developed by the experimental units will not be used to 
increase the capacity of the system during the test period. 
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Applicant further proposes to install a waste heat recovery expander turbine 
that has been designed to recover the exhaust energy from the experimental 
units. The extra horsepower developed by this expander turbine (325 to 425 
horsepower) can be utilized by directly coupling it with either of the previously 
mentioned compressors. 

Applicant represents that the proposed new units are a new design which has 
not yet been proved for natural gas transmission service. The purpose of this 
installation is to determine whether these small gas turbine-compressor units 
are economical and feasible under actual pipeline operating conditions. Appli- 
cunt states that the results of this experiment will aid it, and the rest of the 
natural gas industry, in the selection of additional units in their future expan- 
sions. If successful, the new relatively small units could substantially reduce 
the investment in pipeline capacity additions from that required for conventional 
installations. The units are to be tested for a period of one year. 

The total estimated cost of the proposed facilities is $580,000 of which 
$159,800 is the cost of the 825 horsepower unit, $184,800 is the cost of the 1,075 
horsepower unit, $87,000 is the cost of the waste heat recovery unit and the rest 
is the cost of the appurtenant facilities and overheads. The applicant states 
that if these tests are completely unsuccessful, the maximum investment which 
could not be recovered would be $483,000. The costs will be defrayed from cash 
on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 11, 1960, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Trunkline Gas Company, a Delaware corporation having its principal 
place of business in Houston, Texas, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application, will be used in the 
transportation and sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ce) (1), (ce) (3), (c) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the issuance of the certificate referred to in paragraph (3) 
above and to the exercise of the rights granted thereunder, and that the time 
within which construction of the facilities authorized by this order should be 
completed and the said facilities placed in actua) operation should be fixed at 
one year from the date on which this order issues. 
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(6) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate the test facilities here- 
inbefore described for one year, as more fully described in the application and 
exhibits in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (1), (ce) (3), (c) (4), and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (A) hereof and to the exercise of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations is hereby fixed at one year from 
the date on which this order issues. 

(D) The certificate granted in paragraph (A) above permits operation of 
the test unit for a period of one year. If Applicant desires to operate the test 
unit on a permanent basis, it shall file for authorization to operate the facilities 
on such a basis at least 60 days prior to the end of the test period. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


+ 


UNIT GAS COMPANY, INC., DOCKET NOS. G-15125 AND G-17879 
ORDER ACCEPTING OFFER OF SETTLEMENT 


(Issued February 23, 1960) 


On April 22, 1958, Unit Gas Company, Inc. (Unit) tendered for filing Supple- 
ment No. 5 to its FPC Gas Rate Schedule No. 1 concerning its jurisdictional 
sales of natural gas to Texas Eastern Transmission Corporation (Texas East- 
ern) from leases in the Palo Blanco Field Area, Brooks County, Texas. In 
said Supplement No. 5, Unit proposed an increased rate and charge of 14.4¢ 
per Mcf, effective November 1, 1957, to replace its effective rate of 14.2¢ per 
Mcf. By order issued May 22, 1958, in Docket No. G—15125, such supplement 
Was suspended until October 23, 1958, and has not been placed into effect 
although Unit's motion therefor was filed on April 10, 1959. 

On January 30, 1959, Unit tendered for filing Supplement No. 6 to its FPC Gas 
Rate Schedule No. 1 proposing a periodic increased rate of 14.6¢ per Mcef, 
effective February 1, 1959. By order issued February 27, 1959, in Docket No. 
G-17879, said Supplement No. 6 was suspended until August 2, 1959, and has not 
been placed into effect nor has a motion therefore been filed. 

Unit on May 25, 1959, filed a motion to terminate these proceedings and 
attached thereto a cost study purportedly indicating that for the test year end- 
ing March 31, 1959, Unit suffered a revenue deficiency. 

On January 25, 1960, Unit tendered an offer of Settlement pursuant to Section 
1.18(e) of the Commission’s Rules of Practice and Procedure. 

In its Offer of Settlement, Unit stated that, in consideration for allowing the 
suspended rate of 14.6¢ per Mcf to be made effective upon the effective date of 
the order of acceptance and the termination and dismissal of these proceedings, 
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Unit would agree to eliminate from said rate schedule the favored-nation clause, 
and substitute 1.0¢ per Mcf periodic increases in November 1963, November 
1968, and November 1973, for the present periodic escalations of 0.2¢ per Mcf 
yearly, thereby reducing the number of fixed escalations yet to occur, contained 
in said rate schedule. 

In support of its Offer of Settlement, Unit stated, inter alia, that the favored- 
nation provision was an important element of consideration required by Unit 
for the long-term commitments of these gas reserves to the performance of the 
contract; that this element of consideration provided sellers with a means of 
protecting themselves against inflation and increased valuation of gas during 
the long term of the contract; and that this provision was included in the 
contract after arm’s length negotiations. Unit further stated that it is now 
willing to give up the advantage of this provision of the contract in the interest 
of settling this case. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, in 
the event the offer is accepted by the Commission, to make the contract changes 
or amendments provided for in the offer. None of its customers has intervened 
in this proceeding or expressed on the record any opposition to the Offer of 
Settlement. 

In the judgment of the Commission, settlement of this case in accordance with 
the Offer of Settlement is desirable in the public interest and appropriate to 
carry out the provisions of the Act. Unit is proposing to eliminate the favored- 
nation clause in the contract with Texas Eastern involved herein, to waive all 
its future rights and benefits thereunder, and to convert the annual escalation 
now provided in the contract to a fixed 1.0 per Mcf escalation in November 
1963, November 1968, and November 1973. 

The proposed Offer of Settlement would be beneficial to the public and 
advantageous to all concerned, by relieving the Commission, the producers, and 
Texas Eastern, as well as customer companies of the time and expense which 
might be necessary to the conduct of formal hearings in such rate cases as 
might otherwise arise under the clause. The resulting stability in gas costs 
would be welcome to all segments of the natural-gas industry. Furthermore, 
freeing the Commission from the need of considering such proposed increase 
would enable it to concentrate its efforts on other rate cases and other matters 
having possibly more serious consequences for the public and the consumer. 

However, it should be made clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Unit under the fixed escalation provisions or otherwise. 


The Commission further finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Unit with the Com- 
mission on January 25, 1960, and in the Appendix* to this order, is in the public 
interest and appropriate to carry out the provisions of the Natural Gas Act 
and should be approved by the Commission and made effective as hereinafter 
ordered. 

The Commission orders: 

(A) The Offer of Settlement filed with the Commission by Unit on January 
25, 1960, is hereby accepted in accordance with provisions of this order. 

(B) Unit shall execute with Texas Eastern amendments to these parties’ 
Gas Purchase Contract dated October 16, 1956, filed with the Commission as 
Unit’s FPC Gas Rate Schedule No. 1, in accordance with Appendix A, attached 
hereto. 


*Omitted in printing. 
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(C) Unit shall, within 30 days from the date of issuance of this order, file 
with the Commission a supplement to the aforesaid FPC Gas Rate Schedule 
No. 1, under Part 154 of the Commission’s Regulations under the Natural Gas 
Act, the executed agreement with Texas Eastern required by paragraph (B) 
above. 

(D) Upon Unit’s making a satisfactory filing in accordance with the pro- 
visions of paragraph (C) above, Supplement No. 5 to Unit’s FPC Gas Rate 
Schedule No. 1 shall take effect as of April 10, 1959, Supplement No. 6 to Unit’s 
FPC Gas Rate Schedule No. 1 shall become effective as of the date of such 
satisfactory filing, and proceedings in Docket Nos. G—15125 and G-—17879 are 
terminated. 

(E) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings, which are presently 
being heard, or in any other proceeding now pending or hereinafter instituted 
by or against Unit. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411) 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


AMERADA PETROLEUM CORPORATION, DOCKET NUMBERS G-9385, 
G-—10999, G-—11882, G—11883, G-—12882, G-—13401, G-—14421, G-—14618, G-—17730, 
G-17441, G-16715, G-—16256, G-16117, G-—15997, G-16662, AND G-17719; 
AMERADA PETROLEUM CORPORATION, ET AL., DOCKET NUMBER 
G-16118 ; AMERADA PETROLEUM CORPORATION (OPERATOR), ET AL., 
DOCKET NUMBER G-16119; AMERADA PETROLEUM CORPORATION, 
DOCKET NUMBER G-18634 


ORDER DENYING REHEARING 
(Issued February 24, 1960) * 


On February 1, 1960, Amerada Petroleum Corporation (Amerada) filed 
a petition for rehearing of the Commission’s order issued January 4, 1960, 
23 FPC 1, rejecting Amerada’s offer of settlement and denying its request to 
terminate the proceedings in Docket No. G—14421. 

The Commission in its January 4, 1960, order stated : 

Amerada has made no attempt to provide a basis for determining 
whether or not the 18.25¢ per Mcf base is just and reasonable since its 
petition for reconsideration and Offer of Settlement are not accompanied 
by any cost data, nor was any substantive data submitted to show that 
cost determination was not feasible in this situation. Furthermore, the 
acceptance of Amerada’s offer herein would prejudice the Commission 
staff’s presentation in the general investigation of Amerada’s rates in 
Docket No. G-—18634, (footnote left out) and possibly lead to protests 
from the interveners therein. 

In its petition for rehearing, Amerada avers that it is informed and be- 
lieves that the Commission has in the past terminated suspension proceedings 
without cost data being submitted and without a showing being made that a cost 


* Petition for review dismissed, 285 F. 2d 737 (CA 10—1960). 
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determination was or was not feasible, when it could be demonstrated that 
the suspension was unduly discriminatory. 

Amerada also avers that the acceptance of its offer of settlement and the 
termination of suspension proceedings in Docket No. G—14421 would not prejudice 
the position of the Commission staff in the Section 5(a) rate investigation 
proceeding in Docket No. G—18634; that the Commission has terminated sus- 
pension proceedings involving parties whose rates were the subject of Section 
5(a) proceedings; and that the termination of a Section 4(e) proceeding would 
not, by the express terms of the Natural Gas Act, prevent the Commission from 
changing the questioned change by reason of a Section 5(a) order at a later 
date. 

Amerada further avers that the possibility of intervener protests is not a 
proper substitution for a determination based upon the merits of the con- 
siderations advanced by Amerada. 

Finally, Amerada states thaat the Commission has not afforded Amerada 
treatment equal with those similarly situated. In this respect Amerada states 
that the Commission is currently allowing approximately one-half of the gas 
from the common stream of gas from each well concerned in this proceeding to 
be sold by Pan American Petroleum Corporation (Pan American)? for 184¢ 
per Mcf with no refund obligation, while the gas sold by Amerada from this 
common stream is being sold under a suspended price, with the possible 
obligation on the part of Amerada to refund all of such price above 7¢ per 
Mcf. However, it should be noted that the rate received by Pan American 
was filed as an initial rate, not subject to suspension. 

Amerada also states that in Docket Nos. G—17431, G-174382, and G-—17433, 
the Commission permitted increased rates of 21.80¢ per Mcf in the same 
general area to become effective, without obligation to refund. In this con- 
nection, it should be noted that the Commission had earlier suspended these 
rates by orders issued January 9, 1959, but later vacated the orders and 
terminated the proceedings because more than 30 days had elapsed between the 
filing of the increased rates and the issuance of the suspension orders; and the 
increased rates had become effective at the expiration of the 30 days.’ 


The Commission finds: 


The petition of Amerada for rehearing of the order rejecting offer of 
settlement and denying request to terminate the proceeding in Docket No. 
G-—14421, issued January 4, 1960, does not present any new questions of fact 
or law not fully considered by the Commission prior to its issuance of such order, 
or which having now been considered warrant any change or modification of 
such order, and therefore the rehearing should be denied. 


The Commission orders: 


The petition by Amerada for rehearing of the Commission’s order of January 
4, 1960, rejecting offer of settlement and denying request to terminate the 
proceeding in Docket No. G—14421, be and the same is hereby denied. 


Commissioner Kline not participating. 


1 Amerada and Pan American jointly develop and own the gas produced from the subject 
three units in the South Elton field in Jefferson Davis Parish, Louisiana. 

2In the Matters of Hassie Hunt Trust, William Herbert Hunt Trust Estate d/b/a Park 
Pipe Line and H. L. Hunt, Docket Nos. G-17431, G-17432 and G—17433, Order issued 
May 6, 1959, 21 FPC 639. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—17929 
ORDER DENYING MOTION 


(Issued February 24, 1960) 


This proceeding concerns the lawfulness of proposed increased rates of 
El Paso Natural Gas Company (El Paso), and by notice issued November 16, 
1959, was set for hearing on January 26, 1960. By letter filed January 11, 
1960, El Paso advised that it proposed to tender to the Commission a new 
filing of proposed increased rates during the month of February, and would 
be prepared to present its case with respect to the proposed new filing at any 
time after the proposed effective date of the tendered increased rates. It was 
therefore suggested that the hearing in the instant proceeding be continued 
and a hearing be held promptly with respect to the proposed new filing of 
increased rates. By notice issued January 13, 1960, the hearing in this pro- 
ceeding was postponed to a date to be fixed by further notice. 

On January 22, 1960, the Public Utilities Commission of the State of Cali- 
fornia, an intervener herein, filed a motion to dismiss this proceeding on the 
grounds that El Paso, not having been prepared to make a showing of the 
legality of its increased rates, the filing of such increased rates should be 
dismissed. Alternatively, the Public Utilities Commission requested that the 
proceeding be set for hearing at the earliest possible date. 

El Paso’s suggestion of a continuance of the date of hearing of this proceeding 
was not based on its inability to present evidence at the hearing scheduled 
for January 26, 1960, and the basis on which the intervener predicates its 
motion is, therefore, erroneous. Furthermore, motions for continuance of 
hearings are directed to the discretion of the Commission. The intervener 
has failed to set forth any justification of its motion to dismiss, and such 
motion should be denied. 


The Commission orders: 


The motion filed by the Public Utilities Commission of the State of California 
on January 22, 1960, is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


H. F. SEARS, DOCKET NO. G-6502; A. E. HERRMANN CORPORATION, 
DOCKET NO. G-6623 


ORDER PERMITTING INTERVENTION AND DENYING MOTION TO TERMINATE SUSPENSION 
OF RATES 


(Issued February 24, 1960) 


On January 22, 1960, Colorado Interstate Gas Company (Colorado) filed 
its petition to intervene in the above proceedings. Colorado purchases natural 
gas directly from H. F. Sears (Sears) and A. E. Herrmann Corporation 
(Herrmann), and avers a direct and substantial interest in these proceedings. 

On January 6, 1960, Sears and Herrmann filed an offer of settlement and 
motion to terminate these proceedings which were initiated in 1954 upon sus- 
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pension of Sears’ and Herrmann’s filings of increased rates from 9 cents per 
Mcf to 12 cents per Mcf. By orders issued pursuant to proper motions filed 
by Sears and Herrmann, the increased rates were permitted to become effective 
as of December 8, 1955, for Herrmann, and March 3, 1955, for Sears, both being 
subject to refund. 

On March 26, 1956, the Commission by order consolidated these proceedings 
for hearing which was held May 21, 1956, et seq. Subsequent thereto, the 
presiding examiner granted a motion to dismiss filed by staff counsel and 
City and County of Denver (Denver). In dismissing the proceedings, the 
presiding examiner found that Sears and Herrmann did not sustain the burden 
of proof imposed upon them by Section 4 of the Natural Gas Act to show the 
proposed increased rates to be just and reasonable. By order issued Septem- 
ber 3, 1957," the Commission affirmed the examiner’s ruling, whereupon, pursuant 
thereto, Sears and Herrmann made the appropriate refunds of the rates placed 
in effect subject to refund. 

Upon petition to review filed by Sears and Herrmann, the United States 
Court of Appeals denied the petition, except to permit petitioners therein an 
opportunity to adduce further evidence to support the justness and reasonable- 
ness of the proposed increased rates.? No stay of the effectiveness of the Com- 
mission’s order requiring refunds was sought, and Sears and Herrmann 
proceeded to charge the 9 cents per Mcf rate. Further hearing was held on 
June 2, 1959. On July 1, 1959, staff counsel and Denver again filed motions to 
dismiss, which are pending before the presiding examiner. 

Sears’ and Herrmann’s offer of settlement proposes an increased rate from 
9 cents to 12 cents per Mcf to be effective, retroactively, from March 3, 1955, as 
to Sears, and from December 8, 1955, as to Herrman. Sears and Herrmann state 
that they are willing to eliminate the favored-nations and price redetermination 
clauses contained in their contracts. In lieu of the price-redetermination 
clauses, they will substitute periodic price provisions allowing increases in 
price of % cent per Mcf every five years. 

Simultaneous with its petition to intervene, Colorado filed its answer and 
objections to Sears’ and Herrmann’s offer of settlement and motion. Therein, 
Colorado pointed out that the offer of settlement proposes effective dates for 
the increased rates which are prior to the date upon which Sears’ and Herrmann’s 
motion was filed herein and would include a past period during which Sears 
and Herrmann have not been collecting, subject to refund, the proposed increased 
rates. Colorado avers that placing the proposed increased rates into effect 
retroactively cannot be accomplished as proposed by Sears and Herrmann, but 
can only be achieved by a settlement agreed to by all parties. Colorado main- 
tains that in its present form, the offer of settlement is unacceptable to it and 
at no time has it ever agreed to such offer of settlement. On January 29, 1960, 
Denver filed its objections to the proposed settlement. 

The granting of Sears’ and Herrmann’s motion to terminate is dependent upon 
the Commission accepting their offer of settlement irrespective of the fact that 
their purchaser, Colorado, has not agreed to some of its provisions. In particu- 
lar, the provisions therein relating to the periodic price increases and the elimi- 
nation therein of the favored-nations clause differ from and are at variance with 
the presently effective contract, as amended. Although these variances have not 
been agreed upon by Colorado, Sears and Herrmann requests that the Commis- 
sion, in effect, compel acceptance of the periodic price provision and the entire 
proposed contract. 


118 FPC 244. 
2 Sears and Herrmann v. F.P.C., 263 F. 2d 626 (CA5). 
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Irrespective of the merits of the proposed settlement, the Commission is not 
empowered to compel acceptance thereof upon Colorado. The holding of the 
Supreme Court in United Gas Pipe Line Co. v. Mobile Gas Service Corp., 350 
U.S. 332, is dispositive of the issues presented by the motion to terminate. In 
the Mobile case, it was held that a rate cannot be changed by a unilateral filing 
of a proposed contract, not agreed upon by the parties. As the motion to termi- 
nate is based upon the Commission compelling acceptance of the offer of settle- 
ment, the motion should be denied. 


The Commission finds: 


(1) Although Colorado’s petition to intervene was not filed within the time 
required by the Commission’s Rules of Practice and Procedure, good cause 
exists for permitting the late filing. 

(2) The participation of Colorado in this proceeding may be in the public 
interest. 

(3) Sears and Herrmann having failed to show good cause for granting their 
motion to terminate, said motion should be denied. 


The Commission orders: 


(A) Colorado is hereby permitted to intervene in this proceeding subject to 
the rules and regulations of the Commission: Provided, however, that the par- 
ticipation of such intervener shall be limited to matters affecting asserted 
rights and interests specifically set forth in the petition to intervene; and, 
Provided, further, that the admission of such intervener shall not be construed 
as recognition by the Commission that it might be aggrieved by any order or 
orders entered in this proceeding. 

(B) Sears’ and Herrmann’s motion to terminate filed January 6, 1960, in 
the proceeding in Docket Nos. G-6502 and G-6623 is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE ALBANY OIL AND GAS COMPANY, INC., DOCKET NO. G—19365 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE 
AND DELIVERY OF NATURAL GAS 


(Issued February 25, 1960) 


The Albany Oil and Gas Company, Inc. (Applicant), filed on August 31, 
1959, an application, as supplemented on October 26, 1959, pursuant to Sec- 
tion 7(a) of the Natural Gas Act for an order directing The Ohio Fuel 
Gas Company (Ohio Fuel), a subsidiary of the Columbia Gas System, to establish 
physical connection of its gas transmission system with facilities to be installed 
by the Applicant, and to sell volumes of natural gas to it on a firm basis, for dis- 
tribution in the unincorporated community of New Marshfield, Athens County, 
Ohio, all as more fully described in the application and supplement on file with 
the Commission. 

Applicant presently provides retail service in the nearby Community of 
Albany, Athens County, Ohio, with gas purchased from Ohio Fuel. The 
proposed facilities to serve New Marshfield will be separate and distinct 
from Applicant’s Albany system. Applicant states that it will take about 
two months to complete the construction of the proposed facilities. 
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There are no existing gas distribution facilities in the town of New 
Marshfield. 

Applicant proposes to construct and operate the necessary transmission 
facilities to make connection with Ohio Fuel’s transmission line E at a point 
near the communty of New Marshfield, and also to construct and operate the 
distribution facilities in the town itself. 

Total cost of the proposed facilities is estimated at $15,625. Applicant expects 
25 percent of the cost of the project will be financed by the registered cus- 
tomers (each contributing $40) and 75 percent of the cost will be financed 
by Applicant from cash on hand. Applicant’s balance sheet for the year 
ending May 31, 1959, shows cash in the amount of $12,924.66. 

It is estimated that approximately 100 consumers of New Marshfield will 
purchase natural gas when the operation commences. Applicant states that 
75 such potential consumers have already signed subscriptions for natural 
gas service. Applicant’s peak day and annual’ requirements in Mcf @ 14.73 
psia are estimated as follows: 


Requirements 
Year cg iagelimliniceeigtaiuiaibe 
Peak day Annual 
click atthe teh i cite ccnp esa Danan hbase nan dheliaidhan te Scabaeledrlaeetai aia 125 13, 688 
A nehipiedindind gusset Atiniisnnnairemnibnsan tata temainmeintaat 135 14, 783 
Piitb«iccddeadibiantocatotiinthknendeniiaentiseminddeniniaesaectbniabasake 145 15, 878 
Taiiiinin Adesicasesin-sinate aehigastantdbatinn adie alee aunie Agua achicomtiam wads euidicaael 155 16, 973 


fechas aiiabonsa-eapbes tones eves ipiaidsinbiedten oeaiisdbteroescdelbamsaaslaeaad eheniactineisaledioieieemamanaatntea apie 165 18, 068 


Applicant proposes to serve New Marshfield at the same rates as those 
charged in Albany, which are authorized by Rate Ordinance No. 88, passed by 
the Council of the Village of Albany on November 3, 1958. The filing of the 
proposed rate schedule has been authorized by the Public Utilities Commission 
of Ohio, which has also authorized Applicant to extend its facilities to New 
Marshfield. 

Ohio Fuel’s answer filed on November 10, 1959, states that it can supply 
Albany’s first year peak day requirements without any additional facility other 
than the proposed tap and physical connection and that the service of such first 
year peak day volumes to Applicant will not adversely affect Ohio Fuel’s 
service to its existing customers. 

Ohio Fuel further states that additional facilities may be needed to serve 
Applicant’s larger peak day requirements subsequent to the first year’s service 
and that such facilities can be included in Ohio Fuel’s normal expansion plans. 

After due notice of the application herein by publication in the Federal 
Register on January 14, 1960 (25 F.R. 320) no petition or notice to intervene or 
objection to the granting of the application has been received within the time 
required by the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Ohio Fuel, an Ohio corporation with its principal place of business in 
Columbus, Ohio, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) Applicant, The Albany Oil and Gas Company, Inc. an Ohio corporation 
with a principal office in the Village of Albany, Athens County, Ohio, is a 
corporation legally authorized to engage in the local distribution of natural 
gas to the public within the meaning of Section 7(a) of the Natural Gas Act. 
(3) It is necessary and desirable in the public interest to direct Ohio Fuel 


1 Assuming the annual requirements to be 30 percent load factor. 
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to establish physical connection of its transmission facilities with the facilities 
proposed to be operated by Applicant, and to sell and deliver to Applicant up 
to 145 Mcf per day of natural gas for distribution and sale as hereinbefore 
described and referred to. 

(4) The requirement that Ohio Fuel serve Applicant, as hereinafter ordered, 
will not place an undue burden upon Ohio Fuel nor require it to enlarge its 
transportation facilities, nor impair its ability to render adequate service to 
its customers. 


The Commission orders: 


(A) Ohio Fuel be and it is hereby directed to establish physical connection 
with the facilities proposed to be constructed and operated by Applicant as 
herein described, together with such metering, regulating and appurtenant 
facilities as may be required, and to sell and deliver up to 145 Mef of natural 
gas daily to Applicant for transportation, distribution and sale as hereinbefore 
described. Such service shall be rendered pursuant to Ohio Fuel’s presently 
filed appropriate rate schedules. 

(B) Ohio Fuel shall report to the Commission, in writing and under oath, 
the date of commencement of service to Applicant within 15 days after such 
service begins. 

(C) Applicant shall be prepared to receive service as directed herein within 
one year from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


HOPE NATURAL GAS COMPANY, DOCKET NO. G-—20253 
FINDINGS AND ORDER PERMITTING ABANDONMENT OF FACILITIES 
(Issued February 25, 1960) 


Hope Natural Gas Company (Applicant), a natural gas company with its 
principal place of business in Clarksburg, West Virginia filed an application on 
November 25, 1959, for permission and approval to abandon its Kenna Compres- 
sor Station, located in Jackson County, West Virginia. 

Applicant states that natural gas production in the area served by the Kenna 
Compressor Station has become depleted to a point where the daily volumes 
approximate about 300 Mcf which small volume renders operation of the com- 
pressor station uneconomical and the operation of a small field compressor in 
its stead is adequate and is being operated by the field operator. 

No abandonment of service will result from the proposal. 

Major items of equipment will be junked and any usable equipment will be 
returned to the warehouse. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 9, 1960 respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff Counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 


cision herein pursuant to Section 1.30(c) of the Commission’s Rules of Practice 
and Procedure. 
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The Commission finds: 


(1) Applicant is a natural gas company within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of April 27, 1943 in 
Docket No. G-290. 

(2) The facilities proposed to be abandoned, as hereinbefore described, were 
authorized by the Commission in its order of April 16, 1947 in Docket No. G—861, 
to be constructed and used in the transportation and sale of natural gas in 
interstate commerce for resale and subject to the jurisdiction of the Commission 
under the requirements of subsection (b) of Section 7 of the Natural Gas Act. 

(3) The available supply of natural gas in the area served by the Kenna 
Compressor Station has become depleted to a degree that further operation of 
the facilities here sought to be abandoned are unwarranted and abandonment 
should be permitted and approved. 

(4) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30(c)(1) of the Commis- 
sion’s Rules of Practice aud Procedure was unopposed by any party of record, 
and not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the said rules. 


The Commission orders: 


(A) Applicant be and is hereby permitted to abandon the facilities as hereto- 
fore described, as more fully described in the application. 

(B) Applicant shall advise the Commission as to the date of abandonment of 
the facilities within 10 days thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE MANUFACTURERS LIGHT & HEAT COMPANY, DOCKET NOS. G-12197, 
G-16820, G-18425, G-19250 


ORDER APPROVING PROPOSED SETTLEMENT, FIXING RATE OF RETURN AND PRESCRIBING 
REFUNDS 


(Issued February 25, 1960) * 


These rate proceedings arose under Section 4 of the Natural Gas Act and 
involve four separate rate increase filings made by Manufacturers Light and 
Heat Company (Manufacturers), and affiliated in the Columbia Gas System, 
Ine. (Columbia). Before us at this time is a proposed Rate Settlement 
Agreement (Agreement)* entered into and signed by Manufacturers and all of 
its customers, together with two non-customer intervenors, for the purpose of 
settling these cases. 

Docket No. G-12197 concerns Manufacturers rates in effect subject to refund 
from July 14, 1957, through April 8, 1959; Docket No. G—16820 concerns the 
period from April 9, 1959, through May 14, 1959; Docket No. G—18425 concerns 
the period from May 15, 1959, through November 30, 1959; and Docket No. 
G-19250 the period from December 1, 1959 to such time as the rates filed 
December 2, 1959, and suspended until May 7, 1960, by our order of December 
31, 1959, in Docket No. G-20510 become effective. By Notice of the Secretary 





* Rehearing denied by order issued April 18, 1960, infra p. 609. Petition for review dis- 
missed, 284 F. 2d 756 (CA 3—1960). 
1 The appendix hereto sets forth the agreement arrived at in this proceeding as a result 


of conferences between the parties carried on over the last year and one-half. It has been 
omitted in printing. 
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issued September 3, 1959, the proceedings in Docket Nos. G—16820 and G—18425 
were consolidated with the proceeding in Docket No. G—12197, and by further 
notice issued November 6, 1959, the proceeding in Docket No. G—19250 was 
consolidated with those proceedings.? A number of parties were permitted to 
intervene and hearings were held on September 30, October 13 and 15, and 
November 12 and 19, 1959. The proposed agreement was introduced by Manu- 
facturers at the hearing on November 19, 1959. Appended to the agreement 
is cost of service data acceptable to all parties covering the periods encompassed 
by the proposed rate increases. 

Our staff has not assented to the agreement although it raises no objections 
to the cost of service data appended to the agreement and incorporated into 
the agreement. From the transcript and the oral argument, it appears that staff’s 
objections to the agreement are that the resulting rate reductions will all be 
the commodity part of Manufacturers’ rates, which will result in some deviation 
from the so-called Seaboard formula (Atlantic Seaboard Corporation, 11 F.P.C. 
43) in Manufacturers’ rate structure and that the refunds will be made on a 
volumetric basis which will have the effect of further reductions in commodity 
below unit costs resulting from application of the Seaboard formula. Staff 
points out that these reductions in commodity tend to place a greater burden 
on the small customer. 

As stated in Colorado Interstate Gas Company v. F.P.C., 324 U.S. 581, the 
function of an allocation is to allocate to each class of the business its fair 
share of the costs. As the Court said “Allocation of costs is not a matter for 
the slide rule. It involves judgement on a myriad of facts. It has no claim to 
an exact science” (324 U.S. at p. 591). We feel that as this case primarily in- 
volves past rates the deviation resulting from the agreement will not be unduly 
burdensome on Manufacturers’ customers and is justified for purposes of settling 
the case. Cf Atlantic Seaboard Corporation, 11 F.P.C. 43, 62; Northern Natural 
Gas Company, 11, F.P.C. 123, 1388; Midwestern Gas Transmission Company, 
21 F.P.C. 653, 660. In this connection we wish to make it clear that we feel 
that the proposed rates and refunding procedures are to some extent contrary 
to the principles set forth in the cited cases and are acceptable solely for the 
purpose of settling these proceedings. The refunds represent only 1.65 percent 
of Manufacturers’ revenues for the periods in issue and it is only the de minimis 
amounts involved which leads us to accept the overly simplified refunding 
method. It should be clearly understood that acceptance of settlement agree- 
ments for past rates does not establish principles for future rate forms. In 
the interest of expediency we will not redesign all of Manufacturers’ past rates, 
but any rate form proposed by Manufacturers in future rate proceedings will 
require full evidentiary justification. 

The only issue which Manufacturers and its customers have not agreed upon 
is the rate of return to be allowed Manufacturers for the periods covered by 
this agreement. Manufacturers contended at the hearings that it required at 
least a 6.75 percent rate of return but for the purposes of settlement has agreed 


20On August 20, 1959, Manufacturers tendered for filing, simultaneously with other 
Columbia affiliates, tariff sheets proposing a CDS—PR rate schedule applicable to partial- 
requirements customers. These tariff sheets were suspended by our order issued Septem- 
ber 30, 1958, in Docket No. G—-16404. The order also permitted the tariff sheets to become 
effective subject to refund as of October 2, 1958. The rates and charges proposed in that 
rate schedule are the same as those proposed under the CDS rate schedule. In the order 
issued September 30, 1958, the Commission consolidated the rate form proceedings in 
Docket No. G—16404 with the rate level proceedings in Docket No. G-12197. Subsequently, 
by Notice of the Secretary issued November 5, 1959, the proceedings in Docket No. G—16404 
were severed from the consolidated proceedings in Docket Nos. G—-12197, G-16820, and 
G-18425. Article II(4) of the proposed agreement reserves the question of the rate form 
for hearing pursuant to the notice of November 5. 1959. 


676-806—64——_31 
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that the highest rate of return to be applied to this agreement should be 6% 
percent. The Commission staff contends that a 644 percent rate of return 
would be adequate. The other parties to the proceedings have made no recom- 
mendations concerning the rate of return but have indicated that they are 
willing to abide by our determination of that issue. 

Considerable evidence was introduced at the hearings by Manufacturers and 
staff concerning the rate of return issue, and at the close of the hearings Manu- 
facturers moved to waive the intermediate decision procedure and have oral 
argument before the Commission. By our order issued December 7, 1959, we 
granted this motion. Briefs were filed by Manufacturers and staff and we 
heard oral argument on January 7, 1960. 

Based on the evidence of record, the parties’ briefs, and the oral argument, 
we are of the opinion that a 644 percent rate of return is adequate for the rates 
effective from July 14, 1957 through April 8, 1959. For the other three periods 
included in the settlement, we feel that the 614 percent rate of return proposed 
in the agreement is justified. 

All debt securities and common stock of Manufacturers are owned by Columbia. 
Columbia, in turn, issues its securities to the general public. We must there- 
fore look to the experience of Columbia to determine a proper rate of return for 
its affiliates. As the investing public must look to Columbia’s return, we must 
determine a proper return for Columbia in order to determine what return will 
enable Manufacturers to contribute its share to Columbia. 

The evidence shows that as of April 30, 1959, Columbia had a capital structure 
consisting of 59.7 percent debt and 40.3 percent equity capital. The cost of debt 
to Columbia was 3.91 percent and therefore a 614 percent rate of return produced 
a 9.73 percent return on equity.2 In United Fuel Gas Company, 12 F.P.C. 251, 
we found that the Columbia System’s financial structure was such that a re- 
turn on equity of 10.1 percent was justified. While the facts which then ex- 
isted showing the great need of Columbia to raise additional capital have 
changed somewhat, the evidence in the present case also shows that Columbia 
must raise substantial amounts of capital in the immediate future and that this 
may present considerable difficulties. In addition, Columbia has commendably 
continued its practice of maintaining a conservative capital structure with no 
undue thinning of the equity. We feel that the public interest would be best 
served by encouraging this practice and that a fair return on equity to Co- 
lumbia should continue to approach 10 percent. Depending on the adjustments 
used in computing Columbia’s return on equity, it is between 9.6 percent and 
9.9 percent with a 614 percent overall rate of return for the period to April 8, 
1959. A 614 percent overall rate of return for this period would result in a 
return on equity between 10%4 percent and 10% percent. Since the cost figures 
appended to the agreement are based on a return of either 614 percent or 6% 
percent, and a 6% percent return yields substantially more than the 10 percent 
return on equity which we feel is adequate, we will direct that the cost data 
utilizing a 614 percent rate of return be used for the period ending April 8, 
1959. 

We would also point out that the rates proposed in Docket No. G-12197 and 
in effect from July 14, 1957 through April 8, 1959, represent a closed-in period 
and the return earned on those rates will have no prospective effect on the 


8 These figures do not take into account cost of amortizing refunds which raise the in- 
terest on long term debt about .06 percent. The return on equity is reduced to 9.63 percent 
if these costs are included as interest on the long term debt. On the other hand, the 
figures also do not include deferred Federal income taxes of $10,658,000 which, if in- 
cluded as long term debt, would raise the return on equity to 9.89 percent not considering 
refunding costs and 9.80 percent considering such costs. 
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earnings of Manufacturers or its parent, Columbia. The dollar effect of a 
6% percent rate of return as opposed to a 6% percent return on the rates 
through this period is relatively small, aggregating for the entire period only 
$174,726.00. 

The evidence and figures available show that the cost of debt has continued 
to rise sharply throughout 1959 and that a 644 percent overall rate of return 
will not continue to produce a return on equity approaching 10 percent. The 
6% percent rate proposed in the agreement will produce a return on equity of 
around 10 percent based on the latest available figures. We will therefore 
allow the proposed return 644 percent for the rates after April 8, 1959. If we 
were not to allow the 6% percent rate it appears to be doubtful that Columbia 
could continue its present capital structure. However, we wish to point out 
that the 614 percent rate of return appears to be sufficient and any higher 
rate sought by Manufacturers in future rate filings will require full justification. 

In the matter of refunds Manufacturers has agreed under Article IV (6 & 7) 
to make refunds within 60 days after approval of this settlement together with 
6 percent interest. The cost of service data includes some costs of purchased 
gas from suppliers whose rates are in effect subject to refund. Manufacturers 
also agrees to pass on refunds received from these suppliers‘ and to file ad- 
justments to its rates to reflect any future reductions in the cost of purchased 
gas. Article IV (8) provides for refunds with interest of any recoveries made 
by Manufacturers from contesting the Texas severance beneficiary tax. 

The parties have agreed that neither Manufacturers nor any of the parties 
are bound by the methods used to arrive at the costs, rates or refunds. The 
agreement is also without prejudice to any past or future findings or orders 
of this Commission or any proceedings before this Commission or to come 
before it. 

Our review of the proposed agreement, the attachments thereto and the entire 
record in these proceedings, indicates that the agreement is in the public interest 
and will serve to maintain the financial integrity of Manufacturers, and permit 
Manufacturers to do its part towards maintaining the financial integrity of 
the Columbia system. In so doing Columbia’s ability to render continuing 
service, of the sort which it provides, for the benefit of Manufacturers and 
Manufacturers’ consumers and distributors will correspondingly be maintained. 


The Commission further finds: 


(1) Manufacturers is a natural-gas company within the meaning of the 
Natural Gas Act, with sales of natural gas for resale subject to our jurisdiction. 

(2) The increased rates and charges contained in Manufacturers’ tariff sheets 
filed February 13, 1957 in Docket No. G—12197 and in effect subject to refund 
from July 14, 1957 through April 8, 1959; the tariff sheets filed October 9, 1958 
in Docket No. G-16820 and in effect subject to refund from April 9, 1959 
through May 14, 1959; the tariff sheets filed November 14, 1958 in Docket 
No. G—18425 and in effect from May 15, 1959 through November 30, 1959; and 
the tariff sheets filed June 24, 1959 in Docket No. G—19250 and now in effect 
subject to refund, have not been shown to be just and reasonable, or otherwise 
lawful under the terms and provisions of the Natural Gas Act, and they should 
be disallowed and denied as hereinafter provided and ordered. 

(3) The settlement of these proceedings on the basis of the Rate Settlement 
Agreement (see Appendix), as introduced by Manufacturers and as consented 


*For the period July 1, 1958 through April 8, 1959, Manufacturers’ cost of service 
shows a deficiency of $256,077.00 using a 6% percent rate of return, and the agreement 
provides that Manufacturers may retain $250,000.00 of any refund from suppliers appli- 
cable to this period. 
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to by all of Manufacturers’ jurisdictional customers and two other interested 
parties, subject to the terms and conditions hereinafter ordered, is reasonable, 
proper and in the public interest in carrying out the provisions of the Natural 
Gas Act, and such Rate Settlement Agreement should be approved and made 
effective as hereinafter provided and ordered. 


The Commission orders: 





(A) The increased rates and charges contained in Manufacturers’ filings 
referred to in paragraph (2) of the above findings, are disallowed and 
denied. 

(B) The settlement of this proceeding as set forth in the Rate Settlement 
Agreement (Appendix), is approved and made effective, subject to the terms and 
conditions hereinafter ordered. 

(C) Manufacturers shall make refunds within 60 days of this order to 
its jurisdictional customers the amounts of money together with interest 
on the principal sums as ascertained and computed according to Article IV 
(1, 2, 3, 4, 5 & 6) of the agreement for the period July 14, 1957 to date of 
refund. 

(D) In determining the amounts of money to be refunded Manufacturers 
shall utilize the cost of service data appended to the agreement based on a 644 
percent rate of return for the period July 14, 1957 to April 8, 1959, and shall 
utilize the cost of service data based on a 6% percent rate of return for the 
period April 9, 1959 to date of refund. 

(E) In the event that Manufacturers receives a refund from its suppliers 
of monies paid or payable for gas delivered during the period July 14, 1957 
to the effective date of rates superseding Manufacturers’ rates now in effect, 
Manufacturers shall make refunds to its resale customers as provided by Section 
IV (7) of the agreement. 

(F) In the event Manufacturers receives a refund of any or all taxes 
paid under the Texas severance beneficiary tax, Manufacturers will refund 
to its customers their proportionate share of such tax refunds including 
any interest. 

(G) Within 15 days after the making of any refund as provided herein, 
Manufacturers shall report to the Commission, in writing and under oath, 
the amount of the refund made to each of its customers, showing separately 
the amount of principal and interest so paid, the billing determinants or 
other bases used for such determination, and shall serve a copy of such 
report upon each of the customers receiving a refund. Concurrently there- 
with, Manufacturers shall file with respect to such refunds releases from 
its jurisdictional customers showing receipt of the principal and interest 
in conformity to the agreement approved hereby. 

(H) Manufacturers shall file revised rate schedules embodying the settle- 
ment rates computed according to the agreement herein approved and such 
rates shall be effective as of December 1, 1959, until such time as new rates 
may be made effective consistent with the provisions of the Natural Gas Act. 

(I) Upon full compliance by Manufacturers with all of the terms and 
conditions of this order, these proceedings shall be terminated. 

(J) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission and is without prejudice 
to any claims or contentions which may be made by the Commission, Manu- 
facturers, the Commission staff or any other parties affected by this order 
in any proceeding now pending or hereafter instituted by or against Manu- 
facturers or any other companies, persons or parties affected by this order. 
Commissioner Kline dissenting in part, filed a separate statement. 
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Kune, Commissioner, dissenting in part: 
I concur with the result reached by the majority with respect to the rate of 
return issue. Manufacturers needs at least a 644% rate of return in the future 
in order to attract capital. For the past locked-in periods, when both its risk 
and its cost of senior debt money was considerably less, a 644% rate of return 
is sufficient. 

I dissent vigorously to approval of the settlement agreement which is strongly 
opposed by our staff. Ordinarily, I am disposed to favor settlements because 
they are of assistance in disposing of our large backlog of cases. I cannot 
approve this settlement because I feel it is definitely contrary to the public 
interest and violates too many principles of regulatory law. 

I shall not attempt to set forth in detail all of my objections to the settlement 
or the reasons therefor. I shall merely state that my two principal objections 
to the settlement are (1) it provides for refunds of the excess rates not to the 
customers who paid the excess rates in proportion to the amounts paid in, nor 
to the customers who would be entitled thereto if we made a determination of 
just and reasonable rates, but to customers who have no equitable or legal 
rights to the refunds; and (2) it fails to dispose of the issue of rate tilt and 
the failure upon the part of the Commission to decide that issue in this case 
may result in possible irreparable losses in the future to certain classes of the 
ultimate consumers of Manufacturers’ gas. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G-19614; UNITED FUEL 
GAS COMPANY, DOCKET NO. G-20219 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDON MENT 


(Issued February 25, 1960) 


The Ohio Fuel Gas Company (Ohio Fuel), an Ohio corporation with a prin- 
cipal office in Columbus, Ohio, filed an application in Docket No. G—19614 on 
October 2, 1959, pursuant to Section 7 of the Natural Gas Act for: 

(1) A certificate of public convenience and necessity authorizing the con- 
struction and operation of approximately 0.5 mile of 65-inch pipeline in Gallia 
County, Ohio, and the sale of natural gas to its affiliate, United Fuel Gas 
Company (United Fuel), at an existing interconnection in Gallipolis Township, 
Gallia County, Ohio, on the Ohio-West Virginia state line. 

(2) Permission and approval to abandon and remove the existing length of 
4 and 5-inch pipeline to be replaced by the 65-inch pipeline described above, 
and abandon service presently being rendered United Fuel under an exchange 
agreement filed as a part of United Fuel’s FPC Gas Tariff, Original Volume 
No. 2, Original Sheet No. 27, under the terms of which natural gas is delivered 
to United Fuel at a point on its system near Point Pleasant, West Virginia. 

The foregoing are more fully described in the application on file with the 
Commission. 

United Fuel Gas Company (United Fuel), a West Virginia corporation with 
a principal office in Charleston, West Virginia, filed an application in Docket 
No. G-20219 on November 19, 1959, pursuant to Section 7(b) of the Natural 
Gas Act, for permission and approval to abandon the service to Ohio Fuel 
presently being rendered under the terms of an exchange agreement (United 
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Fuel Gas Company’s FPC Gas Tariff Original Volume No. 2, Original Sheet 
No. 27), and covered by United Fuel’s Rate Schedule X-2, issued March 25, 
1949. The foregoing is more fully described in the application on file with the 
Commission. 

Under the exchange agreement Ohio Fuel has delivered gas to United Fuel 
near Point Pleasant for service in United Fuel’s retail market at Point Pleasant, 
West Virginia, on the West Virginia side of the Ohio River, opposite Gallipolis, 
which gas is delivered by Ohio Fuel on an exchange basis, with United Fuel 
returning equivalent volumes to Ohio Fuel at another location on the Ohio 
River near Ravenswood, West Virginia, east of Point Pleasant. At Ravens- 
wood, United Fuel, also sells gas to Ohio Fuel under its FPC Tariff. Ohio 
Fuel, in effect, transports the exchange gas, at no cost to United Fuel, from 
the point of receipt at Ravenswood, through about 40 miles of transmission 
lines to the point of delivery to United Fuel near Point Pleasant. Ohio Fuel 
and United Fuel now desire to abandon the exchange and, in lieu thereof, 
Ohio Fuel proposes to sell gas to United Fuel at Gallipolis for resale in the 
Point Pleasant area. Although Ohio Fuel does not specifically request authority 
to abandon its part in the exchange arrangement, that is definitely the purpose 
annd intention of its application. 

Ohio Fuel represents that there has been a steady growth in the market 
requirements over the years in the Point Pleasant area and in order to provide 
the increased supplies required during the winter of 1959-1960 and thereafter, 
it will be necessary to bolster the capacity of Ohio Fuel’s transmission system 
supplying the area. The lateral line extending from Ohio Fuel’s Line F-—258 
to its Point Pleasant measuring station is presently comprised of 5-inch pipe 
together with smaller quantities of 6-inch and 4-inch pipe. The 4 and 5-inch 
sections are considered unsuitable for continued dependable operation and 
therefore Ohio Fuel proposes to replace them with new 6-inch pipe. 

The gas requirements of the Point Pleasant area are shown as follows: 








Peak day Mef Annual Mef 
I sn sites cdc stiricinsbiccneeeccdencd 1-17-57 3, 747 1957 548, 671 
2-17-58 4, 659 1958 636, 676 
1- 5-59 GEE Biitéiahannncdnaittudsaneie 
I FE cricpisicnnntnnictligdbudawucsiacmenl 2- 1-60 6, 300 1960 1, 200, 800 
2- 1-61 6, 400 1961 1, 448, 500 
2- 1-62 7, 000 1962 1, 706, 400 


The estimated cost of Ohio Fuel’s proposed facilities is $9,900, which will be 
paid from cash on hand. Cost of retiring the facilities to be replaced is $600 
and salvage value is estimated at $800. 

Temporary authority was issued to Ohio Fuel on January 21, 1960 for the 
construction and operation of its proposed facilities. 

Gas supply is not an issue in this proceeding since the volumes of gas involved 
should not appreciably affect Ohio Fuel’s over-all system supply. 

No one will be deprived of service by the abandonment and removal of facili- 
ties and the abandonment of the exchange. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 11, 1960, respecting the matters involved in, and the issues presented 
by the applications filed herein. No petition to intervene or protest to the 
granting of the applications has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 
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The Commission finds: 


(1) Ohio Fuel, an Ohio corporation, having its principal place of business 
in Columbus, Ohio, and United Fuel, a West Virginia corporation with a prin- 
cipal office in Charleston, West Virginia, are “natural-gas companies” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities, proposed to be abandoned by Ohio Fuel in Docket No. 
G-19614, as hereinbefore described and as more fully described in the applica- 
tion therein, are used in the transportation and sale of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission and such abandon- 
ment is subject to the requirements of Subsection (b) of Section 7 of the 
Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities and exchange of 
gas in Docket No. G—19614 are permitted by the public convenience and 
necessity and permission and approval therefor should be granted as herein- 
after ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application filed by Ohio Fuel in 
Docket No. G—19614, will be used in the transportation and sale of natural gas 
in interstate commerce subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Ohio Fuel are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Ohio Fuel 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Ohio Fuel is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) The exchange of natural gas proposed to be abandoned by United Fuel 
in Docket No. G-20219 as heretofcre described, is subject to the jurisdiction of 
the Commission, and abandonment of such exchange by United Fuel is subject 
to the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(8) Such abandonment by United Fuel, as heretofore described is permitted 
by the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(9) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c)(1), (¢)(3), (¢)(4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the issuance of the certificate referred to in paragraph (5) 
above and to the exercise of the rights granted thereunder, and that the time 
within which installation of the facilities authorized by this order should be 
completed and the said facilities placed in actual operation should be fixed at 
4 months from the date on which this order issues. 

(10) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (ec) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment of the facilities and 
exchange of gas hereinbefore described, as more fully described in the appli- 
cations and exhibits filed in Docket Nos. G-19614 and G—20219 are hereby 
granted to Applicants. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Ohio Fuel to construct and operate the facilities 
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hereinbefore described, as more fully described in the application and exhibits 
in Docket No. G—19614, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (b), (c) (1), 
(c) (3), (¢)(4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (B) hereof and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized in Docket No. 
G-19614 shall be constructed and placed in actual operation as provided by 
paragraph (b) of Section 157.20 of the Commission’s Regulations is hereby 
fixed at 4 months from the date on which this order issues. 

(E) Ohio Fuel and United Fuel shall advise the Commission of the date of 
abandonment of facilities and service within 10 days of the date of such 
abandoment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


W. H. BRYANT, ET AL., DOCKET NO. G-14316 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDING 
(Issued February 26, 1960) 


On December 31, 1957, W. H. Bryant, et al. (Bryant) tendered; for filing 
Supplement No. 5 to his FPC Gas Rate Schedule No. 2 proposing to increase 
the rates from 12.477975¢ per Mcf to 14.4¢ per Mcf for jurisdictional sales of 
natural gas to Texas Eastern Transmission Corporation (Texas Eastern) 
from Gregg and Harrison Counties, Texas. By order issued January 28, 
1958, we suspended the proposed increased rate until June 30, 1958, and until 
such further time as it is made effective in the manner prescribed by the 
Natural Gas Act. The proposed increased rate has not been made effective. 

On January 29, 1960, Bryant tendered for filing Supplement No. 6 to his 
FPO Gas Rate Schedule No. 2 proposing to increase the rates from 12.477975¢ 
per Mcf to 14.6¢ per Mcf. In his filing, Bryant requests that the proposed 
increased rate become effective 30 days after the date of filing. 

Concurrently with his filing of January 29, 1960, Bryant tendered an Offer 
of Settlement pursuant to Section 1.18(e) of the Commission’s Rules of Practice 
and Procedure. 

In his Offer of Settlement, Bryant states that the aforementioned increased 
rate contained in Supplement No. 6 be accepted for filing without suspension 
and that the suspension proceeding in Docket No. G—14316 be terminated. 

In return, Bryant would agree to delete the favored-nation provision from 
his FPC Gas Rate Schedule No. 2 and replace the present schedule of 0.2¢ 
per Mcf yearly escalations by substituting therefor a 1.0¢ per Mcf periodic 
escalations in November 1963, November 1968, and November 1973. In addition, 
Bryant states that, upon acceptance by the Commission of his Offer of Settle- 
ment, he will submit a supplement to his rate schedule conforming with the 
Appendix attached hereto.* 

In support of his Offer of Settlement, Bryant states that the favored-nation 
provision of the contract was an important element of consideration required 
by the sellers for the long term commitment of their gas reserves, that this 
provision provided the sellers with a means of protection against inflation and 
the increased valuation of gas during the 20-year term of the contract, and 


*Omitted in printing. 
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that it was included in the contract after arm’s-length regotiations. Bryant 
further states that the proposed rate of 14.6¢ per Mcf is reasonable and fair 
and is below recently negotiated contract prices for gas produced in the same 
area. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, in 
the event the offer is accepted by the Commission, to make the contract changes 
or amendments provided for in the offer. None of Texas Eastern’s customers 
has intervened in these proceedings or expressed on the record any opposition 
to the Offer of Settlement. 

In our judgment, settlement of these matters in accordance with the Offer of 
Settlement is desirable in the public interest and appropriate to carry out the 
provisions of the Natural Gas Act. Bryant is proposing to eliminate the 
favored-nation clause in his contract with Texas Eastern involved herein, to 
waive all his future rights and benefits of this clause, and to convert the annual 
escalations now provided in the contract to fixed escalations in 1963, 1968, and 
1973 as provided in the offer. 

The proposed Offer of Settlement would be beneficial to the public and advan- 
tageous to all concerned, by relieving the Commission, the producers, and Texas 
Eastern, as well as customer companies of the time and expense which might 
be necessary to the conduct of formal hearings in such rate cases as might 
otherwise arise under the two clauses. The resulting stability in gas costs 
would be welcome to all segments of the natural gas industry. Furthmore, 
freeing the Commission from the need of considering such proposed increases 
would enable it to concentrate its efforts on other rate cases and other matters 
having possibly more serious consequences for the public consumer. 

However, it should be made clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Bryant under the fixed escalation provisions or otherwise. 


The Commission finds: 


(1) The proposed settlement of this rate proceeding on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Bryant with 
the Commission on January 29, 1960, and in the Appendix to this order, is in 
the public interest and appropriate to carry out the provisions of the Natural 
Gas Act and should be approved by the Commission and made effective as 
hereinafter ordered. 

(2) Good cause exists for allowing Supplement No. 6 to supersede Supplement 
No. 5 to Bryant’s FPC Gas Rate Schedule No. 2 and for allowing said Supple 
ment No. 6 to become effective as of February 29, 1960, the requested effective 
date, and for terminating the suspension proceeding in Docket No. G—14316, 
subject, however, to the terms and conditions of the Offer of Settlement as 
hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Bryant on January 
29, 1960 is hereby approved in accordance with the provisions of this order. 

(B) In accordance with the Offer of Settlement and the Appendix attached 
hereto, Bryant shall within 30 days of the date of issuance of this order, 
execute with Texas Eastern an amendment to their Gas Purchase Contract as 
presently contained in Bryant’s FPC Gas Rate Schedule No, 2. 

(C) Bryant shall, within 30 days from the date of issuance of this order, 
file with the Commission as a supplement to his FPC Gas Rate Schedule No. 2, 
under part 154 of the Commission’s Regulations under the Natural Gas Act, 
the executed agreement with Texas Eastern required by paragraph (B) above. 
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(D) Supplement No. 6 shall supersede Supplement No. 5 to Bryant’s FPC 
Gas Rate Schedule No. 2 and shall become effective as of February 29, 1960 
and the proceedings in Docket No. G—14316 are hereby terminated: Provided, 
however, that Bryant makes a satisfactory filing in accordance with paragraph 
(C) above. 

(BH) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings which are presently being 
heard, or in any other proceeding now pending or hereinafter instituted by or 
against Bryant. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411) 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


THE CALIFORNIA COMPANY, DOCKET NOS. G—9513, G-11329; THE CAL- 
IFORNIA COMPANY (OPERATOR), ET AL., DOCKET NOS. G—13527, 
G—16668, AND G—19667 


ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDINGS 


(Issued February 26, 1960) 


On February 1, 1960, The California Company (Operator), et al., (California) 
submitted in these rate suspension proceedings an Offer of Settlement, pursuant 
to Section 1.18(e) of the Commission’s Rules of Practice and Procedure. 

California’s FPC Gas Rate Schedule No. 1 is a contract dated September 24, 
1947, as amended, for sales of natural gas to Texas Eastern Transmission Cor- 
poration (Texas Eastern) from the Hico-Knowles, North Choudrant and Tremont 
Fields, Lincoln and Ouachita Parishes, Louisiana. The contract, as amended, 
contains a favored nation provision and a third party favored nation provision, 
as well as other matters contingent upon the effectiveness of such favored 
nation provisions in their entirety. 

California’s suspended rate changes involved in the above-captioned proceed- 
ings and the subject of this Offer of Settlement are as follows: 





Rate Suspended Order Date rate made effective 
Docket No. schedule | Supp. No. | rate ¢ per | suspending subject to refund 

No. Mcef rate issued 

I aii ce tigk pc biitwsiiaae 1 18 1 13. 4354 10-24-55 | (2). 

CEI is < d-crah eacsecabentibietesanssainl 1 19 113. 6405 10-31-56 | (2). 

CEs bcnechadntnndtnnenee 1 20 1 13. 8456 10-28-57 | 7-1-58. 

a icrertinsusiaeetpichcnateacniait 1 22 1 14. 0507 10-30-58 | 4-1-59. 

I when cndddeaneonnaiam 1 24 114, 2558 10-15-59 | Suspended until 4-1-60. 


1 Exclusive of tax reimbursement. 


ae The suspended rate was never made effective in the manner prescribed by Section 4(e) of the Natural 
as Act. 


In its Offer of Settlement, California agrees to withdraw its filing of notice 
of change in rate to 14.2558¢ per Mcf as herein provided, and agrees to amend 
the contract with Texas Eastern dated September 24, 1947, as previously 
amended, in the following manner : 

1. Contract Changes 

(a) To delete from said Gas Purchase Contract dated September 24, 1947, as 
amended, Paragraph 1 of Article IX (price schedule) in its entirety; to delete 
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from the amendatory letter dated November 29, 1948, the price schedule appear- 
ing therein in its entirety; and to cancel the amendatory letter dated July 10, 
1952 (amended price schedule) in its entirety and to substitute in lieu and in 
place thereof the following: 

“1, Subject to the provisions of Paragraph 2 below, the price to be paid by 
Buyer to Seller for all gas sold to Buyer hereunder shall be as follows: 

14.0507 cents per Mecf from October 1, 1959, to November 1, 1963 ; 
15.0763 cents per Mcf from November 1, 1963, to November 1, 1968 ; 
16.1019 cents per Mcf from November 1, 1968, to November 1, 1973 ; 
17.1275 cents per Mcf thereafter.” 

(b) To delete from said Gas Purchase Contract, as amended, Paragraph 3 
of Article IX (favored nation clause), Paragraph 4 of Article IX (third party 
favored nation clause) and Paragraphs 5 and 6 of Article IX (matters con- 
tingent upon the effectiveness of Paragraphs 3 and 4 of Article IX) in their 
entirety. 

The Offer of Settlement further provides that upon notification to California 
that the Commission has accepted their offer of settlement of the proceedings 
in Docket Nos. G-9513, G-—11329, G—13527, G-—16668 and G—19667, then: 

(a) California will within thirty (30) days following the Commission’s Order 
approving this Offer of Settlement withdraw its filing of notice of change in rate 
to 14.2558¢ per Mcf under the contract ; and 

(b) California will execute an amendment to the said Gas Purchase Contract 
in the form of the attached Appendix, and will tender the same to Texas Eastern 
for its execution and, thereafter, file the amendment with the Federal Power 
Commission as Supplement No. 25 to The California Company (Operator), 
et al. FPC Gas Rate Schedule No. 1. 

California recites that if the Offer is accepted, Supplement No. 22 to Cali- 
fornia’s FPC Gas Rate Schedule No. 1 is to become effective on the date of 
such acceptance, and the proceedings in Docket Nos. G—9513, G—11329, G—13527, 
G-16668 and G—19667 are to be terminated and dismissed, with California to 
be relieved of all refund obligations in connection with said dockets. 

In support of its Offer of Settlement, California states that the rate proposed 
under Supplement No. 22 to its FPC Gas Rate Schedule No. 1 results from the 
operation of a stated annual escalation under the contract; that the favored 
nation provision and the third party favored nation provision contained in its 
contract were important elements of consideration required by California under 
its contract for the long term commitment of its gas reserves to the performance 
of the contract; that these two elements of consideration provided California 
with a means of protecting itself against inflation and increased valuation of 
gas during the more than twenty year term of the contract, and were included 
in the contract after arm’s-length negotiation. In the interest of settling 
these proceedings, California states that it is now willing to give up for the 
remainder of the term of its aforementioned contract the important advantage 
of this favored nation provision and also the third party favored nation provision. 
In addition, California states that the price of 14.0507¢ per Mcf, now in effect 
subject to refund obligation in Docket No. G—16668, is the base price offered as 
the basis of this settlement, is not an unjust or unreasonable price for the gas 
being produced and delivered under the contract herein involved; that such 
price is far below the level of prices in contracts recently negotiated for gas 
being produced in the same area, and that gas is being purchased from fields in 
the near vicinity of that from which the gas sold under California’s contract 
is produced, under contracts which provide for a price in excess of that stated 
above. 
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Texas Eastern has concurred in the Offer of Settlement, provided that 
California withdraws its notice of change in rate to 14.2558¢ per Mcf as 
stipulated in the Offer of Settlement, and has agreed, in the event the Offer 
is accepted by the Commission, to make the contract changes or amendments 
provided for in the Offer. None of Texas Eastern’s customers has intervened 
in these proceedings or expressed on the record any opposition to the Offer 
of Settlement. Neither has The Public Service Commission of the State of 
New York, who filed notice of intervention in the proceeding in Docket No. 
G-9513, indicated any objection or opposition to the Offer of Settlement. 

In our judgment, settlement of these proceedings in accordance with the 
Offer of Settlement is desirable in the public interest and appropriate to 
earry out the provisions of the Natural Gas Act. California is proposing 
to withdraw its filing of notice of change in rate to 14.2558¢ per Mcf (desig- 
nated as Supplement No. 24 to California’s FPC Gas Rate Schedule No. 1 and 
suspended by the Commission’s order issued October 15, 1959, in Docket No. 
G—19667, until April 1, 1960); to eliminate its favored nation and third party 
favored nation clauses in its contract with Texas Eastern involved herein, 
to waive all its future rights and benefits thereunder, and to delete, in their 
entirety, the price schedule contained in its Gas Purchase Contract dated 
September 24, 1947, as amended, and subsequent amendatory price schedules 
providing for periodic rate increases and substitute in lieu thereof increases 
of 14.0507¢ per Mcf occurring on October 1, 1959 (the 14.0507¢ per Mcf price 
currently in effect subject to refund obligation in Docket No. G—16668) ; 
15.0763¢ per Mcf on November 1, 1963; 16.1019¢ per Mcf on November 1, 
1968; 17.1275¢ per Mcf on November 1, 1973 and thereafter, as provided 
in the Offer. 

The proposed Offer of Settlement would be beneficial to the public and 
advantageous to all concerned, by relieving the Commission, the producers 
and California, as well as customer companies of the time and expense which 
might be necessary to the conduct of formal hearings in such rate cases as 
might otherwise arise under the favored nation provisions of the contract. 
The resulting stability in gas costs would be welcome to all segments of the 
natural-gas industry. Furthermore, freeing the Commission from the need of 
considering such proposed increases would enable us to concentrate our efforts 
on other rate cases and other matters having possibly more. serious conse- 
quence for the public and the consumer. 

However, we desire to make it clear that acceptance of this Offer of 
Settlement shall not be construed as approval of any future increased rates 
proposed by California under the fixed escalation provisions or otherwise. 


The Commission finds: 


(1) The proposed settlement of the rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by California 
with the Commission on February 1, 1960, and in the Appendix* to this 
order, is in the public interest and appropriate to carry out the provisions 
of the Natural Gas Act and should be approved by the Commission and made 
effective as hereinafter ordered. 

(2) Good cause exists for terminating the rate suspension proceeding in 
Docket No. G—16668, and for permitting the 14.0507¢ per Mcf rate contained 
in Supplement No. 22 to California’s FPC Gas Rate Schedule No. 1 and sus- 
pended by the Commission’s order issued October 30, 1958, in said docket, to con- 
tinue in effect without obligation to refund; for terminating the proceedings 


*Omitted in printing. 
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in the remaining four dockets (Nos. G—9513, G—11329, G—13527 and G-—19667), 
and for relieving California of all refund obligations in connection there 
with: Subject, however, to the terms and conditions of the Offer of Settle- 
ment as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by California on February 1, 1960, is 
hereby accepted in accordance with the provisions of this order. 

(B) California shall execute with Texas Eastern an amendment to these 
parties’ Gas Purchase Contract dated September 24, 1947, as amended, filed 
with the Commission as California’s FPC Gas Rate Schedule No. 1, in accord- 
ance with the Appendix attached hereto. 

(C) California shall, within 30 days from the date of issuance of this 
order, file with the Commission as a supplement to the aforesaid FPC Gas 
Rate Schedule No. 1, under Part 154 of the Commission’s Regulations under 
the Natural Gas Act, the executed agreement with Texas Eastern required 
by paragraph (B) above. 

(D) In accordance with the terms of the Offer of Settlement, California 
is hereby permitted to withdraw its proposed increased price of 14.2558¢ per 
Mcf contained in Supplement No. 24 to its FPC Gas Rate Schedule No. 1 and 
suspended by the Commission’s order issued October 15, 1959, in Docket No. 
G-19667. 

(E) California’s proposed increased rate of 14.0507¢ per Mcf contained in 
Supplement No. 22 to its FPC Gas Rate Schedule No. 1 and suspended by 
the Commission’s order issued October 30, 1958, in Docket No. G—16668, is 
hereby permitted to continue in effect without obligation to refund: Provided, 
however, that California makes a satisfactory filing in accordance with para- 
graph (C) above. 

(F) California is hereby discharged from any liability for any refunds on 
account of the suspensions of the proposed increased rates in the dockets 
referred to above. 

(G) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceeding now pending or herein- 
after instituted by or against California. 

(H) The proceedings in Docket Nos. G—9513, G—11329, G-—13527, G—16668 
and G—19667 are hereby terminated. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411.) 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


PANHANDLB EASTERN PIPE LINE COMPANY, DOCKET NO. G-19780 
ORDER DENYING REHEARING OF ORDER, DENYING INTERVENTION 
(Issued February 26, 1960) 


By order issued January 7, 1960, the Commission denied the petition to 
intervene in this proceeding filed by Michigan Consolidated Gas Company (Mich- 
igan Consolidated) on December 24, 1959. On January 6, 1960, Panhandle 
Eastern Pipe Line Company (Panhandle) filed its answer and objection to 
Michigan Consolidated’s petition. Michigan Consolidated on February 5, 1960, 
filed application for rehearing of the above order denying intervention. 
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Michigan Consolidated’s application for rehearing presents substantially the 
same contentions set forth in its petition to intervene. The Commission, in 
denying Michigan Consolidated’s petition to intervene, based its denial upon 
the fact, inter alia, that Panhandle had been granted authorization in the 
proceeding in Docket No. G-11061 to abandon service to Michigan Consolidated. 
Michigan avers that because the abandonment order in Docket No. G-—11061 
has been appealed to the United States Court of Appeals for the District of 
Columbia and therefore may be reversed, Michigan Consolidated may be returned 
to the position of being a purchaser of Panhandle’s gas. This contention is 
without merit, for not only is the Commission’s order the presently existent 
final order, but also it is highly conjectural that the Court would reverse the 
Commission’s position. The Commission cannot permit intervention upon such 
contingencies. 

Michigan Consolidated further avers that the decision of issues to be decided 
in this proceeding would prejudice the decision of similar issues in Docket 
Nos. G—1116, G—2506, and G-—14755, wherein Michigan Consolidated has been 
permitted to intervene. Thus, Michigan Consolidated contends it should be 
permitted to intervene here to protect its rights in the prior proceedings. 
The proceedings in Docket Nos. G—1116, G-2506, and G-14755 concerned rates 
for sales in a period when gas was sold by Panhandle to Michigan Consoli- 
dated. However, the increased rates involved in this instant proceeding in 
Docket No. G—19780 cannot be charged by Panhandle for sales made prior to 
March 26, 1960, approximately six months after the abandonment by Panhandle 
of sales to Michigan Consolidated. 

Michigan Consolidated also contends that it is entitled to intervene because 
of Panhandle’s announced intention to compete with Michigan Consolidated by 
selling gas directly to large industrial customers in the area served by Michigan 
Consolidated. As we stated in our order denying intervention, whatever Pan- 
handle’s intentions may be in this regard, it must first obtain a certificate of public 
convenience and necessity from the Commission before engaging in such sales. 
There is no application before us for such authorization. If and when such 
an application should be filed, Michigian Consolidated may then seek leave to 
intervene in any proceedings had thereon. 

Michigan Consolidated attacks the above position stating that Panhandle 
may commence the sale of gas to such industrial customers without first 
obtaining a certificate of public convenience and necessity from the Commis- 
sion. In effect, Michigan Consolidated states that it should be permitted to 
intervene to protect its sales to industrial customers, because Panhandle may 
act in violation of Section 7(c) of the Natural Gas Act. We cannot assume 
that some time in the future Panhandle will act unlawfully and in derogation 
of its duties under the Natural Gas Act. Furthermore, if it appears that 
Panhandle is about to engage in any practice which constitutes a violation 
of the Natural Gas Act, the Commission, pursuant to Section 20 of the Act, 
may seek to enjoin such practices. 

Michigan Consolidated also contends that since no answer or objection was 
filed to its petition to intervene within the time prescribed by Section 1.8(d) 
of the Commission’s Rules of Practice and Procedure, Panhandle and other 
parties waived any objection to the granting of such petition. Though this may 
be, our Rules of Practice and Procedure do not state that if no answer or 
objection has been filed or if such have not been properly filed, ipso facto 
the petition to intervene must be granted. The granting or denying of a 
petition to intervene is based finally upon its consideration by this Commission. 
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The Commission finds: 


(1) The application for rehearing of the Commission’s order of January 7, 
1960, denying intervention, filed by Michigan Consolidated sets forth no new 
facts or principles of law which were not fully considered by the Commission 
when it issued its order of January 7, 1960, denying intervention, or which 
now having been considered warrant any change or modification of said order. 

(2) For the reasons previously set forth herein, Michigan Consolidated’s 


application to intervene in this proceeding should be denied. 


The Commission orders: 


The application of Michigan Consolidated for rehearing of the Commission’s 
order denying intervention in this proceeding is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TENNESSEB GAS TRANSMISSION COMPANY, DOCKET NOS. G—16842, 
G-18877 AND CP60-9 


ORDER DENYING APPLICATION FOR RECONSIDERATION 
(Issued February 26, 1960) 


We have before us, an application filed by Tennessee Gas Transmission 
Company (Tennessee) on February 8, 1960, requesting: 

(1) Reconsideration and rescission of our order of January 28, 1960, in 
Docket No. G-16842 denying Tennessee’s motion seeking waiver of paragraph 
(G) in our order accompanying Opinion No. 320 Midwestern Gas Transmission 
Company and Tennessee Gas Transmission Company, 21 FPC 653. Docket Nos. 
G-16841 and G—16842?; 

(2) Reconsideration and rescission of our letter of January 28, 1960, rejecting 
Tennessee’s proposed third amendment to its application in Docket No. G—18877 
and also rejecting for filing its application for a certificate in Docket No. CP 
60-9; and 

(3) Upon the granting of the relief sought in the instant application for 
reconsideration, that the hearing scheduled to commence on February 15, 1960, 
in Docket Nos. G—18877, et al., go forward solely with respect to Docket Nos. 
G-16843 and G—19042 which matters are not affected by the third amendment to 
the application in Docket No. G—18877. 

On February 15, 1960, the hearing in Docket Nos. G—18877, et al., was resumed 
as scheduled and on February 23, 1960, after a week’s recess, the Presiding 
Examiner, at the conclusion of all matters relating to Docket Nos. G—16843 and 
G-19042, set a date for the filing of briefs in those two dockets and again 
recessed the hearing regarding the remaining dockets, pending our decision on 
the instant application for reconsideration. It is therefore apparent that decision 
relative to the relief sought in part (3) as heretofore outlined is supererogatory. 

Tennessee, in its proposed third amendment and in its application in Docket 
No. CP 60-9 seeks authorization to supply additional natural gas requirements to 


1Paragraph (G) provides “Before Tennessee shall file an application for a certificate 
of public convenience and necessity covering system capacity expansion at any time in 
the future it shall file with the Commission gas supply estimates demonstrating its ability 
to supply its average day obligations as authorized and as proposed for a period of at 
least twelve years and it shall show that the terms and conditions of its new gas purchase 
contracts are not unreasonable.” 
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50 of its utility customers who serve a large portion of the eastern United 
States, including New England, and to make major additional sales to Mid- 
western Gas Transmission Company (Midwestern). In the exhibits appended 
to the proposed third amendment and to the application in Docket No. CP 60-9, 
Tennessee failed to present either over-all gas requirements or over-all gas 
supplies claimed to be available, but merely reflected certain incremental data. 
Consequently we rejected the third amendment and the application in Docket 
No. CP 60-9 since they were not in accord with the provisions of the afore- 
mentioned paragraph (G). 

We find nothing in the instant application for reconsideration which would 
warrant the complete nullification of the intent of the conditions imposed by 
paragraph (G) of the order accompanying Opinion No. 320, or which would 
warrant our acceptance of Tennessee’s proposed third amendment to its appli- 
cation in Docket No. G-18877 and its application for a certificate filed in Docket 
No. CP 60-9. 

Tennessee’s proposed third amendment to the application in Docket No. 
G-18877 is in reality a “new application”. Included therein are proposals for 
a much more extensive service to areas not contemplated to be served by the 
application filed in Docket No. G—18877 as heretofore amended. If the proposed 
third amendment were accepted for filing, notice of the application as amended 
would have to be published and an opportunity afforded to interested parties 
for the filing of petitions for intervention or protests. That the scope of the 
proceedings in Docket No. G—18877, hearing in which is almost concluded, would 
be greatly extended is clearly apparent. 

We are fully cognizant of the growth of the markets in the areas served by 
Tennessee as has been demonstrated by the required continued expansion of 
its system during the past years. We are nevertheless aware that some balance 
must be maintained between supply and expanding sales if ultimate consumers 
are to be adequately protected. In view of these facts, we will permit Tennes- 
see to refile, if it so desires, as soon as practicable and with whatever changes 
may be necessary, its proposed third amendment as a new application. In 
permitting such filing however, we will require that Tennessee in connection 
therewith, shall submit complete gas supply data in relation to its average daily 
system delivery obligations. Also, Tennessee shall furnish data with respect to 
the prices at which such natural gas is to be purchased. At the hearing upon 
such new application, Tennessee shall present full and complete testimony with 
respect to over-all total system gas supply and requirements and shall show that 
the terms and conditions of its new gas purchase contracts are required by the 
public convenience and necessity. 


The Commission finds: 


It is not in the public interest to grant the relief sought by Tennessee’s 
application for reconsideration filed herein. 


The Commission orders: 


(A) The application for reconsideration filed by Tennessee on February 8, 
1960 is hereby denied. 

(B) Tennessee may refile its third amendment as a new application, provided 
however, that complete gas supply data in relation to its average daily system 
delivery obligations is submitted, as well as the prices at which such natural 
gas is to be purchased, and conditioned upon its presentation at the hearing full 
and complete testimony with respect to overall total system gas supply and 
requirements and a showing that the terms and conditions of its new gas pur- 
chase contracts are required by the public convenience and necessity. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, and Arthur Kline. 


THE OHIO OIL COMPANY, DOCKET NO. RI60-92; THE OHIO OIL COM- 
PANY, DOCKET NOS. G—12037, G—-13465, G--13521, G—14010, G-16688, G—16672, 
G-17275, G-17986, G-19763; THE OHIO OIL COMPANY, ET AL., DOCKET 
NO. G-12045 ; THE OHIO OIL COMPANY (OPERATOR), ET AL., DOCKET 
NOS. G—13475, G—20185 


ORDER INSTITUTING RATE INVESTIGATION CONSOLIDATING PROCEEDINGS, AND FIXING 
DATE OF HEARING 


(Issued February 29, 1960) 


The above-entitled proceedings in Docket Nos. G—12087 through and including 
G—19763, and Docket Nos. G-12045, G-13475, and G—20185, involve increased rate 
proposals made by The Ohio Oil Company (Ohio Oil) individually, and as The 
Ohio Oil Company, et al. and as The Ohio Oil Company (Operator), et al.’ 
The said proposed increased rates have been made subject to public hearing 
and suspended in accordance with the provisions of the Natural Gas Act. In 
order to facilitate such hearings and to dispose of the proceedings as promptly 
as possible, it is considered that such related proceedings should be heard on a 
consolidated record. 

In addition to the questions concerning the lawfulness of Ohio Oil’s proposed 
increased rates, in view of the large number of such proposals, other questions 
are raised concerning other rates and charges not subject to proceedings already 
ordered as aforesaid. It is appropriate, therefore, that a rate investigation be 
instituted and that such investigation be broad enough to cover all of Ohio Oil’s 
rates and charges for sales subject to the jurisdiction of the Commission. It 
appears that, upon the basis of data available to the Commission, the rates, 
charges, and classifications for or in connection with, the sale or transportation 
of natural gas by The Ohio Oil Company, both individually and in its repre 
sentative capacities as aforementioned, subject to the jurisdiction of the Com- 
mission, the rules, regulations, practices, and contracts relating thereto may 
be unjust, unreasonable, unduly discriminatory, or preferential, or otherwise 
unlawful. 


The Commission finds: 


(1) The Ohio Oil Company is an independent producer of natural gas and is 
a “natural-gas company” within the meaning of the Natural Gas Act, being 
engaged in the sale and delivery of natural gas in interstate commerce for resale 
for ultimate public consumption. 

(2) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be instituted 
by the Commission, upon its own motion, into and concerning all rates, charges, 
or classifications demanded, observed, charged, or collected by The Ohio Oil 
Company in connection with any transportation or sale of natural gas, subject 
to the jurisdiction of the Commission, and any rules, regulations, practices, or 
contracts affecting such rates, charges, or classifications. 

(3) The hearings ordered in the aforementioned suspension orders, as well 
as Ohio Oil’s rate investigation proceeding, should be consolidated for hearing 
as hereinafter provided. 





1 Ohio Oil’s other proceedings in Docket Nos. G—15606, G—15607, and G-16252, involving 
questions of tax reimbursement, are not consolidated herein. 
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The Commission orders: 


(A) An investigation of The Ohio Oil Company is hereby instituted under 
the provisions of the Natural Gas Act for the purpose of enabling the Commission 
to determine whether, with respect to any transaction or sale of natural gas, 
subject to the jurisdiction of the Commission, made or proposed to be made by 
The Ohio Oil Company, any of the rates, charges, or classifications demanded, 
observed, charged, or collected, or any rules, regulations, practices, or contracts 
affecting such rates, charges, or classifications are unjust, unreasonable, un- 
duly discriminatory, or preferential, or otherwise unlawful. 

(B) If the Commission, after a hearing has been had, shall find with respect 
to Ohio Oil that any of its rates, charges, classifications, rules, regulations, 
practices, or contracts, subject to the jurisdiction of the Commission, are 
unjust, unreasonable, unduly discriminatory, or preferential, the Commission 
will thereupon determine and fix by order, or orders, just and reasonable rates, 
charges, classification, rules, regulations, practices, or contracts to be thereafter 
observed and in force. 

(C) In accordance with the Commission’s prior orders for hearing in each 
of the above-entitled proceedings and pursuant to the authority contained in and 
subject to the jurisdiction conferred upon the Federal Power Commission by 
the Natural Gas Act, including particularly Sections 4, 5, 14, 15, and 16 thereof, 
and the Commission’s Rules and Regulations (18 CFR, Chapter I), the pro- 
ceedings in the above-designated Docket Nos. G—12087 through and including 
G-19763, and Docket Nos. G-12045, G—-13475, and G-20185, and the rate investi- 
gation proceeding hereby instituted in Docket No. RI60-92 are hereby con- 
solidated for the purpose of hearing. 

(D) The public hearing will commence on May 10, 1960, at 10:00 a.m. 
(EDT), in a Hearing Room of the Federal Power Commission, 441 G Street, 
N.W., Washington, D.C., concerning the matters involved and the issues pre- 
sented in the consolidated proceedings designated in paragraph (C) above. 

(E) When the said hearing commences on May 10, 1960, Ohio Oil shall go 
forward first and complete the presentation of evidence in its direct cases 
under Section 4 of the Natural Gas Act in these consolidated proceedings. 
The presiding examiner shall thereafter proceed as may be found appropriate 
under the Commission’s Rules of Practice and Procedure. 

(F) Interested State commissions may participate as provided by Sections 
1.8 and 1.37(f) of the Commission’s Rules of Practice and Procedure (18 CFR 
1.8 and 1.37(f) ). 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


TRI-MARK OIL COMPANY, DOCKET NO. G—18850 
ORDER ACCEPTING OFFER OF SETTLEMENT, AND TERMINATING PROCEEDING 
(Issued February 29, 1960) 


On June 27, 1958, Tri-Mark Oil Company (Tri-Mark), tendered for filing 
Supplement No. 12 to its FPC Gas Rate Schedule No. 2 proposing an increased 
rate and charge from 11.12320¢ to 13.8733¢ per Mcf, including tax reimbursement 
for its sales of natural gas to Texas Eastern Transmission Corporation (Texas 
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Eastern).? By order issued July 23, 1958, the Commission suspended and 
deferred the use of said Supplement No. 12 until December 28, 1958, and until 
such further time as it was made effective in the manner prescribed by the 
Natural Gas Act. Pursuant to appropriate motion of Tri-Mark and order of 
the Commission, the increased rate was made effective as of December 28, 1958. 

On February 2, 1960, Tri-Mark tendered an Offer of Settlement pursuant to 
Section 1.18(e) of the Commission’s Rules of Practice and Procedure. 

In its Offer of Settlement, Tri-Mark stated that, in consideration for allowing 
the increased rate of 13.8733¢ per Mcf to continue in effect without obligation 
to refund, discharging Tri-Mark of all refunding obligations with respect to 
said increased rate, and terminating and dismissing this proceeding, Tri-Mark 
would agree to eliminate from its rate schedule the favored-nation and price- 
redetermination provisions and substitute 0.5¢ per Mcf periodic increases in 
February 1963, February 1968, and February 1973, for the present periodic 
escalations of 0.2¢ per Mcf yearly contained in its rate schedule. 

In support of its Offer of Settlement, Tri-Mark states, inter alia, that the 
favored-nation and price-redetermination provisions were important elements 
of consideration required by Tri-Mark for the long-term commitments of these 
gas reserves to the performance of the contract; that these two elements of 
consideration provided sellers with a means of protecting themselves against 
inflation and increased valuation of gas during the long-term of the contract; 
and that these provisions were included in the contract after arm’s length nego- 
tiations. Tri-Mark states that it is now willing to give up the advantage of these 
provisions in this contract in the interest of settling this case. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, in 
the event the offer is accepted by the Commission, to make the contract changes 
or amendments provided for in the offer. 

In the judgment of the Commission, settlement of this case in accordance 
with the Offer of Settlement is desirable in the public interest and appropriate 
to carry out the provisions of the Act. Tri-Mark is proposing to eliminate the 
favored-nation and price-redetermination provisions in the contract with Texas 
Eastern involved herein, to waive all its future rights and benefits thereunder, 
and to convert the annual escalation now provided in the contract to a fixed 
0.5¢ per Mcf escalation in February 1963, February 1968, and February 1973. 

The proposed Offer of Settlement would be beneficial to the public and advan- 
tageous to all concerned, by relieving the Commission, the producer, and Texas 
Eastern, as well as customer companies of the time and expense which might 
be necessary to the conduct of formal hearings in such rate cases as might other- 
wise arise under the two clauses. The resulting stability in gas costs would be 
welcome to all segments of the natural-gas industry. Furthermore, freeing the 
Commission from the need of considering such proposed increases would enable 
it to concentrate its efforts on more important rate cases and other matters 
having possibly more serious consequences for the public and the consumer. 

However, it should be made clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Tri-Mark under the fixed escalation provisions or otherwise. 


1 By letter dated March 20, 1959, the Commission accepted Tri-Mark’s notice of succes- 
sion for filing effective as of December 1, 1958, and redesignated Pan American Petroleum 
Corporation’s (Pan American) FPC Gas Rate Schedule No. 66 as Tri-Mark’s FPC Gas 
Rate Schedule No. 2 with Supplement Nos. 1 through 12 thereto. Tri-Mark’s notice of 
succession stated that by assignment from Pan American dated December 23, 1958, it 
succeeded Pan American as operator of the subject lease. 
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The Commission further finds: 


The proposed settlement of this rate proceeding on the basis described here 
in, as more fully set forth in the Offer of Settlement filed by Tri-Mark with the 
Commission on February 2, 1960, and in the Appendix* to this order, is in the 
public interest and appropriate to carry out the provisions of the Natural Gas 
Act and should be approved by the Commission and made effective as hereinafter 
ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Tri-Mark on 
February 2, 19€0, is hereby accepted in accordance with the provisions of 
this order. 

(B) Tri-Mark shall execute with Texas Eastern amendments to these parties’ 
Gas Purchase Contract dated May 15, 1952, as amended, filed with the Com- 
mission as Tri-Mark’s FPC Gas Rate Schedule No. 2, in accordance with the 
Appendix, attached hereto. 

(C) Tri-Mark shall, within 30 days from the date of issuance of this order, 
file with the Commission as a supplement to the aforesaid FPC Gas Rate 
Schedule No. 2 under Part 154 of the Commission’s Regulations under the 
Natural Gas Act, the executed agreement with Texas Bastern required by 
paragraph (B) above. 

(D) Upon the date that Tri-Mark makes a satisfactory filing in accordance 
with paragraph (C) above, the rate and charge set forth in Supplement No. 12 
to Tri-Mark’s FPC Gas Rate Schedule No. 2 is hereby allowed to continue in 
effect without obligation to refund and Tri-Mark’s refunding obligation with 
respect to the increased rate and charge contained in the above-designated 
supplement is hereby discharged, and this proceeding is hereby terminated. 

(E) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings, which are presently 
being heard, or in any other proceeding now pending or hereinafter instituted 
by or against Tri-Mark. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411.) 


*Omitted in printing. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G-—18868 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 1, 1960) 


Cities Service Gas Company, a Delaware corporation with its principal place 
of business in Oklahoma City, Oklahoma, filed an application in Docket No. 
G—18868 on June 29, 1959, pursuant to Section 7 of the Natural Gas Act, for a 
certificate of public convenience and necessity to construct and operate the 
following described facilities, on its Ottawa-Sedalia line in the states of Kansas 
and Missouri, subject to the jurisdiction of the Commission, and as more fully 
described in the application on file with the Commission. 

The proposed facilities are required to enable Applicant to meet the increased 
demands of its existing customers on the Ottawa-Sedalia-Carrolton section of 
its system during the 1959-1960 heating season and thereafter. 

Applicant proposes to construct and operate the following facilities: 

(1) Approximately 10.21 miles of 20-inch transmission pipeline looping its 
existing 12-inch Ottawa-Sedalia line between Ottawa Compressor Station and 
the Pleasant Hill take-off, in Franklin County, Kansas. 

(2) A 340 horsepower addition to its existing Knobnoster Compressor Station, 
in Johnson County, Missouri. 

(3) Approximately 4.5 miles of 16-inch transmission pipeline extending from 
a connection with the existing 12-inch Ottawa-Sedalia line east of the Warrens- 
burg take-off to the Knobnoster Compressor Station, in Johnson County, Missouri. 

Applicant states that these proposed facilities, together with the existing 
Ottawa-Sedalia facilities will enable Cities Service to meet the natural gas 
requirements of the area served by them, which are estimated as follows: 


Requirements at 14.73 psia 


Actual 


1958-59 1959-60 


| 


Peak day Annual Peak day | Annual Peak day 














I icc iidsnccrssiesctiicaaidnibtesctichditasitddlbneinadpbohds 57,724 6, 059, 443 61,433 | 6,302,152 63, 721 
eee 21, 598 | 6, 797, 770 23,398 | 8, 598,105 18,045 
79, 322 | 12, 857,213 84, 831 14, 900, 257 | 81, 766 
Estimated 
| 1961-62 1962-63 
1960-61 | 
annual | 
Peak day Annual Peak day Annual 

S| 
TIT cain acti inticdlehelaanicilnta dicen aaaaatel 6, 534, 067 66, 294 6, 794, 967 | 69, 164 7,090, 064 
I iccusecnctnesineditduassbdimed 7, 118, 672 17, 146 | 5, 648, 116 | 19, 453 5, 688, 861 





| 
13, 652, 739 83, 440 | 12, 443, 083 | 88, 617 12, 778, 925 
| | | | | 
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Applicant states that to meet the 1961-1962 requirements of the Ottawa- 
Sedalia-Carrolton area with existing facilities, it would be required to operate 
the Knobnoster Compressor Station at a 115 percent overload. To avoid this, it 
proposes to construct and operate the subject facilities, which will enable it to 
meet the estimated requirements of these customers through the 1961-1962 heat- 
ing season. Cities Service states that the proposed facilities will more than 
meet the requirements of its customers for the 1959-1960 winter season; how- 
ever, it believes it will be more economical to install these facilities at one time 
rather than in a piecemeal fashion. 

Applicant estimates the total capital cost of its proposed facilities at $817,000, 
which will be paid out of treasury cash. 

Gas supply is not an issue in this proceeding since the volumes of gas involved 
will not appreciably affect Applicant’s overall system reserves. 

Temporary authority was issued on July 31, 1959, covering the proposed 
construction and operation. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 16, 1960, respecting the matters involved in, and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure. 

The Commission finds: 

(1) Applicant, a Delaware corporation, with its principal place of business 
in Oklahoma City, Oklahoma, is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used 
in the transportation and sale of natural gas in interstate commerce subject 
to the jurisdiction of the Commission, and the construction and operation thereof 
by Applicant are subject to the requirements of Subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (c)(4) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act should attach to the 
issuance of the certificate referred to in paragraph (3) above and to the exer- 
cise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedures was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 

(ce) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
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hereinbefore described, as more fully described in the application and exhibits 
in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (c)(4) and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act shall attach to the issuance of the certificate granted in paragraph (A) 
hereof and to the exercise of the rights thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


EAST TENNESSEE NATURAL GAS COMPANY, DOCKET NO. G-—19448 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 1, 1960) 


East Tennessee Natural Gas Company (Applicant), a Tennessee corporation 
with its principal place of business in Knox County, Tennessee, filed an appli- 
eation pursuant to Section 7 of the Natural Gas Act in Docket No. G—19448 on 
September 11, 1959, as supplemented on October 26, November 5, and November 
12, 1959, for certificate authority to construct and operate a tap and measuring 
station on its 16-inch Knoxville-Bristol transmission line near the community 
of Boyd’s Creek in Sevier County and 6.82 miles of 44-inch lateral from this 
measuring station to the corporation limits of Sevierville, Sevier County, Ten- 
nessee, subject to the jurisdiction of the Commission, all as more fully described 
in the application on file with the Commission. Applicant also seeks authority 
to sell natural gas to Sevier County Utility District for resale and distribution 
in the communities of Sevierville, Pigeon Forge and Gatlinburg, Tennessee, and 
in intervening adjacent areas. 

Applicant shows: (1) that at present no natural or manufactured gas service 
exists in the area to be served; and (2) pursuant to the State of Tennessee’s 
“Utility District Act of 1937” the Sevier County Utility District was created 
and it has been granted franchises from the Town of Gatlinburg on May 22, 
1956, from the Town of Sevierville, on February 11, 1959, and from Sevier 
County on April 13, 1959. 

Applicant’s sole supplier of natural gas is Tennessee Gas Transmission Com- 
pany and is authorized to deliver to Applicant up to the maximum daily volume 
of 202,447 Mef. 

Applicant estimates its total system peak day firm requirements (including 
the proposed daily firm service to Sevier County Utility District) in Mcf @ 14.73 
psia as follows: 

1960 1961 1962 
151, 981 156, 878 163,627 


The cost of Applicant’s facilities is estimated at $123,575. Applicant proposes 
to finance the costs of its proposed facilities from funds currently available. 

The facilities to be constructed by the Utility District consist of 14.1 miles 
of 65¢-inch line extending from East Tennessee’s proposed facilities at the cor- 
porate limit of Sevierville southward through the communities of Sevierville 
and Pigeon Forge to Gatlinburg, and their respective distribution systems. The 
population of the proposed gas service area is estimated at 7,600 as of March 10, 
1959. 
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The peak day and annual gas requirements of Seviere County Utility District 
are estimated as follows in Mcf @ 14.78 psia: 


Annual 
Peak day 
Firm Interruptible Total 
Pits ceardanacaa pet cenwibnwe” 1, 405 152, 030 52, 094 204, 124 
Ba hilk sono A etmalsicennaliicaisicatenssssnetiablltas onan 1, 948 215, 808 57, 304 273, 112 
Beck oiresncunccdmonccenaumedewwenon 2, 568 292, 330 57, 304 349, 634 





The Utility District of Sevier County, Tennessee, on August 1, 1959, entered 
into an agreement with Applicant to purchase up to 2,600 Mcf per day, which 
is its approximate 3rd year peak day requirement. The agreement permits 
increased deliveries upon two years’ notice to East Tennessee. 

No question of gas supply is involved in this case. 

Temporary authorization to construct and operate the proposed facilities and 
to sell natural gas as proposed in the application was granted on December 16, 
1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 16, 1960, respecting the matters involved in and the issues presented 
by the application. No objection or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale of natural gas in interstate commerce for resale for 
ultimate public consumption subject to the jurisdiction of the Commission, and 
is, therefore, a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission. 

(2) The natural gas facilities as hereinbefore described and as more fully 
described in the application which are proposed to be constructed and operated 
by Applicant will be used in or for the transportation, sale and delivery of 
natural gas in interstate commerce as an integral part of Applicant’s existing 
natural gas pipeline system, and are subject, therefore, to the jurisdiction of the 
Commission and the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation by Applicant of the natural gas 
facilities as hereinbefore described and as more fully described in the application, 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Rules of Practice and Procedure should attach to the 
certificate hereinafter issued by paragraph (A) hereof, and to the exercise of 
the rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at ten months from the date on which this order issues. 
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(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not hav- 
ing been denied by the Commission, is granted pursuant to Section 1.30(c) (1) 
of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is issued 
authorizing Applicant to construct and operate the facilities hereinbefore de- 
scribed, and as more fully described in the application, for the transportation 
and sale of natural gas in interstate commerce as therein set forth, upon the 
terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (ce) (1), 
(ec) (3), (e) (4) and (e) of Section 157.20 of the Commission’s General Rules 
and Regulations shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights thereunder. 

(C) That the construction of the natural gas facilities herein authorized shall 
be completed and in actual operation by Applicant within ten months from the 
date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


JAKE L. HAMON, ET AL., DOCKET NOS. G-—9512; JAKE L. HAMON 
(OPERATOR), ET AL., G-13909 AND G-—18688 


ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDINGS 
(Issued March 1, 1960) 


On February 4, 1960, Jake L. Hamon, for himself and for other parties of 
interest,’ (hereinafter referred to collectively as Hamon), tendered for filing an 
Offer of Settlement, pursuant to Section 1.18(e) of the Commission’s Rules of 
Practice and Procedure, of the rate suspension proceedings involved in the 
above-entitled matters. The suspension proceedings involved concern Hamon’s 
jurisdictional sales of natural gas to Texas Eastern Transmission Corporation 
(Texas Eastern) from fields in McMullen and San Patricio Counties, Texas, and 
Franklin, Madison and Richland Parishes, Louisiana. 

Hamon’s suspended rate changes involved in the above-captioned proceedings 
and the subject of this Offer of Settlement are as follows: 





| | } l 
Rate | |Suspended| Order | Date rate 
Docket No. | schedule Supple- | rate, cents | suspending; made effec- 
| No. | ment No. | Per Mef | rate issued |tive subject 
| (14.65 psia) | to refund 
| 
a i nl cee ieee 9 7 1 14, 4354 | 10-19-55 @ 
GNIS caida 3 tila kites cieadaonaadies 13 Sand4| 144 12-13-57 | 5-20-58 
ee ee 13 | 5 | 14.6 6-10-59 11-11-59 


1 Rates at 15.025 psia includes 1.35¢ per Mef handling charge deducted by buyer. Also includes 1.0¢ 
per Mef Louisiana gathering tax reimbursement. : 
Ge The suspended rate was never made effective in the manner prescribed by Section 4 (e) of the Natural 
as Act. 


1 Other parties of interest are Edwin B. Cox; and W. Earl Rowe and P. R. Rutherford. 
Hamon, as Operator, will execute the contract amendment provided for in the Offer in 
behalf of Dan Clark and Rupert Cox, both of whom are signatory parties by ratification. 
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On February 4, 1960, Hamon? tendered for filing Supplement No. 8 to his FPC 
Gas Rate Schedule No. 2, proposing to increase the base rate under such rate 
schedule to 13.8733¢ per Mcf for sales of natural gas to Texas Eastern from the 
Baker-Wilcox Field, McMullen County, Texas. Concurrently therewith, Hamon * 
tendered for filing Supplement No. 8 to his FPC Gas Rate Schedule No. 9 pro- 
posing to increase the base rate under such schedule to 14.0507¢ per Mcef, for 
sales of natural gas subject to the jurisdiction of the Commission to Texas East- 
ern from the Delhi Field, Franklin, Madison and Richland Parishes, Louisiana. 
Said filing includes a tax change to reflect reimbursement of the increased 
Louisiana severance tax in the amount of 1.75¢ per Mcf. Hamon requests that 
his two aforementioned increases, total approximately $8,312 yearly, be permitted 
to become effective 30 days after the date of filing. 

In his Offer of Settlement, Hamon proposes acceptance of the aforementioned 
increased rates contained in Supplements No. 8 to his FPC Gas Rate Schedules 
Nos. 2 and 9, respectively, without suspension, and termination of the suspension 
proceedings in Docket Nos. G—9512, G—13909 and G—18688, involving suspended 
rates of 14.4354¢ per Mcf, 14.4¢ per Mef, and 14.6¢ per Mcf under Hamon’s FPC 
Gas Rate Schedules Nos. 9 and 13, respectively, and that Hamon be relieved of 
any and all refund obligations in connection with such suspension proceedings. 

If the Offer is accepted by the Commission, Hamon, and other parties of 
interest, will execute and file amendments, in accordance with Appendices A and 
B* attached hereto, eliminating the favored nation clause from Rate Schedule 
No. 9 and the favored nation clause and a related provision from Rate Schedule 
No. 13. In addition, Hamon will substitute revised schedules of periodic escala- 
tions occurring in November 1963, November 1968 and November 1973 in lieu 
of the present schedules of annual escalations under these contracts. 

Hamon’s proposed filing on February 2, 1960 (designated as Supplement No. 8 to 
Hamon’s FPC Gas Rate Schedule No. 2), included a letter agreement by Hamon, 
et al., and Texas Eastern. The letter agreement deletes the favored nation and 
price redetermination clauses from Rate Schedule No. 2 and substitutes a 
revised schedule of periodic escalations occurring every five years beginning in 
February, 1963, in place of the present schedule of annual escalations under the 
contract. If the Offer is accepted, this letter agreement will become effective 
as a contract amendment to Rate Schedule No. 2 with no further filings required. 

In support of his Offer of Settlement, Hamon states that the favored nation 
provisions and the price redetermination provisions contained in the basic con- 
tracts were important elements of consideration required by him under such 
contracts for the long term commitment of his gas reserves to the performance of 
said contract. These elements of consideration provided him with a means of 
protecting himself against inflation and increased valuation of gas during the 
more than twenty-year inflation term of these contracts, and were included in the 
contracts after arm’s-length negotiation. In the interest of settling these cases, 
he is now willing to give up for the remainder of the term of the contracts the 
important advantage of these “favored nation” provisions and also the “price 
redetermination” provisions, and further, he is willing, under the North River 
and Delhi contracts, to accept the periodic increase of 1.0¢ per Mcf and 1.0256¢ 
per Mef, respectively, and under the Baker-Wilcox (Rhode Ranch) contract to 
accept the periodic increase of 0.5¢ per Mcf, occurring at 5-year intervals for the 
remainder of the term of each of these contracts, as set forth under Contract 
Changes in Appendices A and B attached hereto, thereby reducing the number of 
fixed escalations yet to occur under said contracts. 


2 Filing designated as Hamon (Operator), et al. 
® Filing designated as Hamon, et al. 
*Omitted in printing. 
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In addition, Hamon states that the prices of 14.6¢ per Mcf, 14.0507¢ per Mcf 
and 13.8733¢ per Mcf, which prices are the base prices offered as the basis of 
this settlement, are reasonable and fair current prices for the gas being produced 
and delivered under the contracts herein involved ; that such prices are far below 
the level of prices in contracts recently negotiated for gas being produced in the 
same area; and that gas is being purchased from fields in the near vicinity 
of that from which the gas sold under his contracts is produced, under contracts 
which provide for a price in excess of those stated above. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, in 
the event the Offer is accepted by the Commission, to make the contract changes 
or amendments provided for in the Offer. None of Texas Eastern’s customers 
have intervened in these proceedings or expressed on the record any opposition to 
the Offer of Settlement. Neither has The Public Service Commission of the 
State of New York, who filed notice of intervention in the proceeding in Docket 
No. G-9512, indicated any objection or opposition to the Offer of Settlement. 

In our judgment, settlement of these proceedings in accordance with the Offer 
of Settlement is desirable in the public interest and appropriate to carry out the 
provisions of the Natural Gas Act. Hamon is proposing to eliminate his favored 
nation clauses and related provisions in his contracts with Texas Eastern in- 
volved herein, to waive all his future rights and benefits thereunder, and to 
delete the flexible price provisions from his contracts involved and substitute 
therefor revised schedules of period escalations.occurring in November 1963, 
November 1968 and November 1973 in lieu of the present schedules of annual 
escalations under these contracts, as provided in the Offer. 

The proposed Offer of Settlement would be beneficial to the public and 
advantageous to all concerned, by relieving the Commission, the producers 
and Hamon, as well as customer companies of the time and expense which might 
be necessary to the conduct of formal hearings in such rate cases as might 
otherwise arise under the favored nation provisions and price redetermination 
clauses of the contracts. The resulting stability in gas costs would be 
welcome to all segments of the natural-gas industry. Furthermore, freezing the 
Commission from the need of considering such proposed increases would enable 
us to concentrate our efforts on other rate cases and other matters having 
possibly more serious consequence for the public and the consumer. 

However, we desire to make it clear that acceptance of this Offer of 
Settlement shall not be construed as approval of any future increased rates 
proposed by Hamon under the periodic escalation provisions or otherwise. 


The Commission finds: 


(1) The proposed settlement of the rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Hamon with 
the Commission on February 4, 1960, and in the Appendices A and B attached 
to this order, is in the public interest and appropriate to carry out the provisions 
of the Natural Gas Act and should be approved by the Commission and made 
effective as hereinafter ordered. 

(2) Good cause exists for accepting for filing Supplements No. 8 to Hamon’s 
FPO Gas Rate Schedules Nos. 2 and 9, respectively, and for allowing such 
supplements to become effective on March 6, 1960; for permitting Supplement 
No. 8 to supersede Supplement No. 7 (suspended by Commission’s order issued 
October 19, 1955, in Docket No. G—9512) ; for terminating the rate suspension 
proceedings in Docket Nos. G-9512, G-—13909 and G—18688; and for relieving 
Hamon of all obligations to refund in connection with said dockets: subject, 
however, to the terms and conditions of the Offer of Settlement as hereinafter 
ordered. 
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The Commission orders: 


(A) The Offer of Settlement filed by Hamon on February 4, 1960, is hereby 
accepted in accordance with the provisions of this order. 

(B) Hamon shall execute with Texas Eastern, in accordance with Appendices 
A and B attached hereto, amendments to these parties’ Gas Purchase Contracts 
dated April 15, 1948, as amended, and May 7, 1956, as amended, filed with the 
Commission as Hamon’s FPC Gas Rate Schedules Nos. 9 and 13, respectively. 

(C) Hamon shall, within 30 days from the date of issuance of this order, 
file with the Commission as supplements to the aforesaid FPC Gas Rate Sched- 
ules Nos. 9 and 13, under Part 154 of the Commission’s Regulations under 
the Natural Gas Act, the executed agreements with Texas Eastern required by 
paragraph (B) above. 

(D) Supplements No. 8 to Hamon’s FPC Gas Rate Schedules Nos. 2 and 9 
are hereby accepted for filing and permitted to become effective on March 6, 
1960, the requested effective date, and Supplement No. 9 is hereby permitted to 
supersede Supplement No. 7 to Hamon’s FPC Gas Rate Schedule No. 9 (sus- 
pended in Docket No. G—9512) ; subject, however, to the terms and conditions of 
the Offer of Settlement. 

(E) Upon the date that Hamon makes the satisfactory filings in accordance 
with paragraph (C) above, the rates and charges contained in Supplement Nos. 
3, 4 and 5 to Hamon’s FPC Gas Rate Schedule No. 13 are hereby allowed to con- 
tinue in effect without obligations to refund, and Hamon is hereby discharged 
from any liability for any refunds on account of the suspension of the proposed 
increased rates in the dockets referred to above. 

(F) The proceedings in Docket Nos. G—9512, G—13909 and G-18688 are hereby 
terminated. 

(G) The acceptance of this Offer is without prejudice to any findings or de- 
terminations that may be made in any proceeding now pending or hereinafter 
instituted by or against Hamon. 

Commissioner Connole dissenting because of the lack of finding of justness and 
reasonableness. (Amarillo-Borger Express, Inc. v. United States, 1388 F. Supp. 
411) 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


SUSPENDED RATES OF INDEPENDENT PRODUCERS—PROCEDURES 
TO MAKE EFFECTIVE AT END OF SUSPENSION PERIOD—CHANGE 
OF INTEREST RATE, DOCKET NO. R-179 


OrpER No. 215A 
AMENDING SEcTION 154(c) OF THE REGULATIONS UNDER THE NATURAL Gas ACT 
(Issued March 1, 1960) * 


The Commission has before it for consideration the amendment to § 154.102(c) 
of Part 154, of Subchapter E, Regulations Under the Natural Gas Act, Chapter I 
of Title 18, Code of Federal Regulations, changing the amount of interest pay- 
able on amounts refunded pursuant to § 154.102(c) from 6 percent per annum 
to 7 percent per annum. 


*Published in Federal Register, March 5, 1960 (25 F.R. 1943). 
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Section 4(e) of the Natural Gas Act which authorizes the Commission to 
suspend the operation of proposed changes in rates for a period not to exceed 
5 months pending a proceeding on the lawfulness of the proposed charges, and 
which provides that, if upon the expiration of this period the proceeding has 
not been concluded, a rate may be put into effect upon the motion of the company 
proposing the change in rate; further provides in part, that— 


Where increased rates or charges are thus made effective, the Commission 
may, by order, require the natural-gas company to furnish a bond, to be ap- 
proved by the Commission, to refund any amounts ordered by the Commission, 
to keep accurate accounts in detail of all amounts received by reason of such 
increase, specifying by whom and in whose behalf such amounts were paid, 
and, upon completion of the hearing and decision, may order such natural-gas 
company to refund, with interest, the portion of such increased rates or 
charges by its decision found not justified. . . . [Emphasis added.] 


The Natural Gas Act does not set forth the amount of interest which the 
Commission may require on the portion of increased rates and charges found 
not to be justified and which it may order to be refunded. 

The Commission has determined that in view of the current cost of money 
now available for borrowing by natural gas companies, the interest payable on 
increased rates collected by both producers and pipeline companies subject to 
refund pursuant to the Act should be adjusted more in line with present com- 
mercial practices. The amendment herein adopted will effect that change with 
respect to independent producers. Concurrently with the issuance of this order 
a similar change will be made in the individual orders hereafter issued allowing 
the increased rates of pipeline companies to go into effect subject to refund. 


The Commission finds: 


(1) Although the amendment herein prescribed may be interpreted as a 
substantive amendment under section 4(a) of the Administrative Procedure 
Act, prior notice therefore is unnecessary since it imposes no burden upon the 
persons affected thereby that may not now be imposed upon them by ad hoc 
orders in every case in which a motion is made pursuant to section 4(e) of the 
Natural Gas Act to put a suspended rate into effect at the expiration of the 
period of suspension. 

(2) The amendment herein adopted is necessary and appropriate to carry 
out the provisions of the Natural Gas Act. 

The Commission, acting pursuant to the authority granted by the Natural Gas 
Act, particularly sections 4 and 16 thereof (52 Stat. 822, 830; 15 U.S.C. 717ec, 
7170), orders: 

(A) Section 154.102(c) of Part 154 of Subchapter E, Regulations Under the 
Natural Gas Act, Chapter I of Title 18 of the Code of Federal Regulations, is 
amended to change the numeral “6” in the phrase therein reading, “together 
with interest thereon at the rate of 6 percent per annum from the date of pay- 
ment to the producer until refunded”, to “7”. 

(B) Since, because of its nature and the facts set out in finding paragraph 
(1), above, this amendment is within the exception of section 4(c) of the Ad- 
ministrative Procedure Act, it shall be effective on the issuance of this order. 

(C) The Secretary shall cause prompt publication of this order to be made in 
the Federal Register. 

Commissioner Hussey not participating. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


TEXAS EASTERN TRANSMISSION CORPORATION AND TEXAS GAS 
TRANSMISSION CORPORATION, DOCKET NO. G-—13268 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 1, 1960) 


On December 10, 1959, Texas Eastern Transmission Corporation of Shreve- 
port, Louisiana and Texas Gas Transmission Corporation of Owensboro, Ken- 
tucky, filed a joint application seeking authorization to reestablish and reactivate 
the interconnection between their natural gas transmission pipeline systems at 
a point in Gibson County, Indiana. The purpose of the proposed facility is to 
enable these natural gas companies to interchange gas between their systems at 
an additional point on their systems in order to meet emergencies and other 
conditions as they occur on either system. 

On July 7, 1958, the Commission issued its findings and order authorizing 
the construction, and operation of certain facilities interconnecting the pipeline 
systems of these above-named natural gas companies at several locations for the 
purpose of exchanging volumes of natural gas. By order issued October 11, 1947 
in Docket No. G—-880, an interconnection of the two systems at the Gibson County, 
Indiana point was required to meet emergency conditions during the 1947-48 
winter. Use of the interconnection was discontinued after expiration of the 
emergency. The connecting facilities first installed at the Gibson County con- 
nection remain in place and will be used to reestablish the interconnection for 
the exchange of gas. Texas Eastern Transmission Corporation proposes to con- 
struct and operate the necessary metering equipment to complete the interconnec- 
tion and to bear the cost thereof estimated to be $8,110. 

The exchange of gas between these natural gas companies will be in ac- 
cordance with a revised exchange agreement on file with the Commission dated 
November 27, 1959 which supersedes their prior agreement dated August 9, 1957, 
designated Texas Eastern’s Rate Schedule X-39 and Texas Gas’ Rate Schedule 
X~—14 respectively. 


The Commission finds: 


In view of the facts above stated, it is necessary and appropriate in the public 
interest in carrying out the purposes of the Natural Gas Act, that the certificate 
of public convenience and necessity issued on July 7, 1958 in the above desig- 
nated docket be amended so as to include therein authorization to construct and 
operate the facilities necessary to establish the interconnection in Gibson County, 
Indiana and to engage in the exchange of natural gas through such facilities in 
accordance with the agreement above stated. 


The Commission orders: 


(A) The order of the Commission issued July 7, 1958 in the above designated 
Docket No. G—13268 is hereby amended by including therein and adding thereto 
authorization for the construction and operation of the interconnection facilities 
above described and the exchange of natural gas through said facilities, all as 
more fully described in the application filed on December 10, 1959. 

(B) In all other respects said order shall remain unchanged and in full 
force and effect. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and John B. Hussey. 


THXAS EASTERN TRANSMISSION CORPORATION, DOCKET NOS. G-19575 ; 
ALGONQUIN GAS TRANSMISSION COMPANY, G-19588 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT 


(Issued March 1, 1960) 


Texas Eastern Transmission Corporation (Texas Eastern), a Delaware cor- 
poration with its principal office in Shreveport, Louisiana, filed an application 
in Docket No. G—19575 on September 30, 1959, as supplemented on November 10, 
1959, pursuant to Section 7 of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing the sale of additional volumes of natural 
gas in interstate commerce to 4 existing customers including Algonquin Trans- 
mission Company (Algonquin), subject to the jurisdiction of the Commission, 
all as more fully described in the application on file with the Commission. 

Algonquin, a Delaware corporation with its principal place of business in 
Boston, Massachusetts, filed an application in Docket No. G—19588 on October 1, 
1959, as supplemented on October 16, and November 13, 1959, pursuant to Sec- 
tion 7 of the Natural Gas Act, for: (1) a certificate of public convenience and 
necessity authorizing the transportation and sale of additional volumes of 
natural gas in interstate commerce to certain customers including Consolidated 
Edison Company of New York, Inc. (Consolidated), for resale, subject to the 
jurisdiction of the Commission; and (2) permission and approval to abandon 
the emergency, interruptible, and transportation services which it now renders 
for Consolidated, as authorized in Docket Nos. G—2338, G-—2476, and G—9009, 
subject to the jurisdiction of the Commission, all as more fully described in the 
application on file with the Commission. 

Texas Eastern proposes to sell and deliver additional volumes of gas on a 
long-term firm basis to certain of its existing customers, as follows: 












Daily 
volume in Mef at 14.73 psia 
Customer eee 
schedule | 
Presently | Proposed | Proposed 
authorized | increase total 
shasta ilesiesiae aeaiiececteay ——— 
Algonquin Gas Transmission Company--.---...--------. (peo.D. “= B09 =~ 
‘otal 224, 200 7, 609 231, 809 
Grayville, Illinois 765 204 969 
Huntingdon Gas Company-.-- ee 3, 825 255 4, 080 
UEIES GOS CUMING. oc occeccncccccceccccccsscenss SGS-B.... 2,917 408 3, 325 
Weld hoe a a ee aad 231, 707 8, 476 | 240, 183 


Deliveries will be made by Texas Eastern to these customers at existing de- 
livery points. Increased annual obligations to such customers are estimated at 
3,069,670 Mcf. 

Texas Eastern states that the proposed service can be rendered from existing 
excess capacity available on its system as a result of the installation of facili- 
ties authorized in Docket Nos. G—12446, et al. 
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Market estimates of the customers to be served indicate that they need the ad- 
ditional gas principally for residential and commercial space heating commenc- 
ing in the 1959-1960 winter season and thereafter. This is in addition to the 
winter storage gas they expect to obtain from Texas Eastern’s Docket No. 
G-18969. Texas Eastern would be obligated to sell approximately 3,069,670 
Mcf per year of additional gas to these customers under the subject proposal. 

With the additional 7,609 Mcf per day proposed to be supplied by Texas East- 
ern, Algonquin proposes to make the following additional sales and deliveries, 
on a long-term firm basis, at existing interconnections with the named customers: 


Mef at 14.73 psia 





Customer Presently Proposed Proposed 
authorized |_¥_ = = =——— étotall peak 
peak day | day 

Peak day Annual 

The Cammestiont Ges 00.....ccccccceccsnccscccesescsnss 19, 900 1, 600 432, 000 21, 500 
Consolidated Edison Co. of New York, Inc...-....-...|....-------- 1, 500 405, 000 1, 500 
The Hartford Electric Light Co........................ 2, 600 200 54, 000 2, 800 
New Jersey Natural Gas Co. - ......................... 5, 100 300 81, 000 5, 400 
a 1 a ce eenunaeeaermaadines 2, 457 193 52, 110 2, 650 
aI cacti hatant ctl 24, 684 916 247, 320 25, 600 
Penn’ CI SIL I crticeenntiliaieatinennniobiibe: 9, 848 500 135, 000 10, 348 
et SEN GI ec antendsnsedusscsscenteimbbadied 15, 500 2, 400 648, 000 17, 900 

SUE... stcisdducmsbbickadnninbiainoanssenhaube 80, 089 7,609 | 2,054, 430 87, 698 





All of the above are existing firm customers of Algonquin with the exception 
of Consolidated. Algonquin was authorized to sell emergency and interruptible 
gas to Consolidated Edison in Docket Nos. G—2338 and G—2476, through inter- 
connections established near Peekskill, Cortlandt and Yorktown in Westchester 
County, New York, for service in those areas, which are considerably north of 
Consolidated’s main service areas. In Docket No. G—9009, Algonquin was 
further authorized to transport gas received from Tennessee Gas Transmission 
Company at Ramsey, New Jersey, for the account of Consolidated,’ and to deliver 
equivalent volumes to Consolidated at the existing interconnections. Algon- 
quin now proposes to sell Consolidated up to 1,500 Mcf per day of firm long-term 
gas, to be delivered through the existing interconnections authorized in Docket 
Nos. G-2338 and G-—2476. The gas which Algonquin now receives from Ten- 
nessee for Consolidated’s account, will be delivered by Tennessee under the 
proposed arrangement to Consolidated directly at White Plains, New York.? The 
northern Westchester County area, now served by Consolidated with the trans- 
portation gas, will be served partly from its main system south of Westchester 
County and partly with the 1,500 Mcf per day of firm gas (and any interruptible 
gas available) to be sold to it by Algonquin at Peeksville, Cortlandt and 
Yorktown. 

No one would be deprived of service by the proposed abandonment. 

Temporary authorizations were issued to Texas Eastern and Algonquin on 
November 23, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 18, 1960, respecting the matters involved in, and the issues presented 
by the applications filed herein. No petition to intervene or protest to the 


1This part of the gas which Tennessee sells to Consolidated Edison on a long-term, firm 
basis from Tennessee’s Hebron-Greenwich line. 

2 At present, Consolidated purchases 25,000 Mcf per day from Tennessee, of which up to 
10,000 Mcf is transported for it by Algonquin and the remainder is delivered to it by 
Tennessee at White Plains. 
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granting of the applications has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Texas Eastern, a Delaware corporation, having its principal place of 
business in Shereveport, Louisiana, and Algonquin a Delaware corporation with 
a principal office in Boston, Massachusetts, are “natural-gas companies” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) The service, proposed to be abandoned by Algonquin in Docket No. 
G-—19588, as hereinbefore described and as more fully described in the applica- 
tion therein, involves the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission and such abandonment 
is subject to the requirements of Subsection (b) of Section 7 of the Natural 
Gas Act. 

(3) The proposed abandonment of the aforesaid service in Docket No. G—-19588 
is permitted by the public convenience and necessity and permission and ap- 
proval therefor should be granted as hereinafter ordered and conditioned. 

(4) The service proposed, as hereinbefore described and as more fully de 
scribed in the applications filed by Algonquin in Docket No. G—19588, and Texas 
Eastern in Docket No. G—19575, will entail the transportation and sale of natural 
gas in interstate commerce subject to the jurisdiction of the Commission, and are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(5) Algonquin and Texas Eastern are able and willing properly to do the 
acts and to perform the services proposed and to conform to the provisions of 
the Natural Gas Act and the requirements, rules and regulations of the Com- 
mission thereunder. 

(6) The service proposed by Algonquin in Docket No. G—19588, and Texas 
Eastern in Docket No. G—19575 are required by the public convenience and 
necessity and certificates therefor should be issued as hereinafter ordered and 
conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraph (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act should attach to the issuance of the 
certificates referred to in paragraph (6) above and to the exercise of the rights 
granted thereunder. 

(8) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment of the service here 
inbefore described, as more fully described in the application and exhibits filed 
in Docket No. G—19588 is hereby granted to Algonquin. 

(B) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Algonquin and Texas Eastern to render the service 
hereinbefore described, as more fully described in the applications and exhibits 
in Docket Nos. G—19588 and G—19575, respectively, upon the terms and condi- 
tions of this order. 

(C) The general terms and conditions set forth in paragraph (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act shall attach 


676-806—641——_33 
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to the issuance of the certificates granted in paragraph (B) hereof and to the 
exercise of the rights thereunder. 

(D) Algonquin shall advise the Commission of the date of abandonment of 
service within 10 days of the date of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


EDWIN L. COX, ET AL., DOCKET NO. G—20277 
ORDER ACCEPTING OFFER OF SETTLEMENT 
(Issued March 3, 1960) 


On November 9, 1958, Edwin L. Cox, et al., (Cox) tendered for filing Supple- 
ment No. 8 to its FPC Gas Rate Schedule No. 1, proposing an increased rate 
and charge, from 11.32544 cents per Mcf to 13.8733 cents per Mcf, for its 
jurisdictional sales of natural gas to Texas Eastern Transmission Corporation 
(Texas Eastern). By order issued December 9, 1959, the Commission suspended 
and deferred the use of said Supplement No. 8 until May 10, 1960, in Docket 
No. G—20277, and until such further time as it is made effective in the manner 
prescribed by the Natural Gas Act. 

On February 4, 1960, Cox tendered an Offer of Settlement pursuant to Section 
1.18(e) of the Commission’s Rules of Practice and Procedure, which offer was 
agreed to by Texas Eastern. 

In its Offer of Settlement, Cox states that, in consideration for allowing the 
suspended rate of 13.8733 cents per Mcf in Docket No. G—20277 to be effective 
and for terminating the suspension proceeding in the above docket, Cox would 
agree to eliminate from its contract comprising its FPC Gas Rate Schedule 
No. 1, as amended, the favored nation clause and the price redetermination 
clause and substitute 0.5¢ per Mcf periodic increases in February 1963, Febru- 
ary 1968 and February 1973, and thereafter, for the present 0.2 cents per Mcf 
annual periodic escalation. There are no interveners, in the subject proceeding. 

In support of its Offer of Settlement, Cox states that the favored-nation pro- 
vision and the price redetermination provision contained in its Gas Purchase 
Contract, comprising its FPC Gas Rate Schedule No. 1, as amended, were 
important elements required by Cox for the long-term commitment of its gas 
reserves to the performance of the contract; that these two elements of 
consideration provided Cox with a means of protecting itself against inflation 
and increased valuation of gas during the more than twenty-year term of the 
contract; and that these provisions were included in the contract after arm’s- 
length negotiations. 

In our judgment, settlement of this case in accordance with the Offer of 
Settlement is desirable in the public interest and appropriate to carry out the 
provisions of the Act. Cox is proposing to eliminate all favored-nation and 
price redetermination clauses in the contract with Texas Eastern involved 
herein, to waive all its future rights and benefits thereunder and to convert the 
annual escalation now provided in the contract to a fixed 0.5¢ per Mcf escala- 
tion in February 1963, February 1968, and February 1973, and thereafter. 

The proposed Offer of Settlement would be beneficial to the public and advan- 
tageous to all concerned, by relieving the Commission, the producers, and Texas 
Eastern, as well as customer companies of the time and expense which might 
be necessary to the conduct of formal hearings in such rate cases as might other- 
wise arise under the two clauses. The resulting stability in gas costs would be 
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welcome to all segments of the natural-gas industry. Furthermore, freeing the 
Commission and its staff from the need of considering such proposed increases 
would enable us to concentrate our efforts on more important rate cases and 
other matters having possibly more serious consequences for the public and the 
consumer. 

However, we desire to make it clear that acceptance of this Offer of Settle- 
ment shall not be construed as approval of any future increased rates proposed 
by Cox under the fixed escalation provision or otherwise. 


The Commission finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Cox with the Com- 
mission on February 4, 1960, and in the Appendix* to this order, is in the public 
interest and appropriate to carry out the provisions of the Natural Gas Act and 
should be approved by the Commission and made effective as hereinafter 
ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Cox on February 
4, 1960, is hereby approved in accordance with the provisions of this order. 

(B) Cox shall execute with Texas BDastern an amendment to the Gas Pur- 
chase Contract dated February 10, 1954, as amended, filed with the Commission 
as Cox’s FPC Gas Rate Schedule No. 1, in accordance with Appendix A attached 
hereto. 

(C) Cox shall, within 30 days from the date of issuance of this order, file 
with the Commission as a supplement to the aforesaid FPC Gas Rate Schedule 
No. 1, under Part 154 of the Commission’s Regulations under the Natural Gas 
Act, the executed agreement with Texas Eastern required by paragraph (B) 
above. 

(D) Cox’s proposed increased rate contained in Supplement No. 8 to its 
aforesaid FPC Gas Rate Schedule No. 1 and suspended by our order issued 
herein on December 9, 1959, is hereby permitted to become effective on the date 
of this order without obligation to refund. The proceeding in Docket No. 
G-20277 is hereby terminated. 

(E) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings which are presently being 
heard or in any other proceeding now pending or hereinafter instituted by or 
against Edwin L. Cox, et al. 

Commissioner Connole dissenting because of the lack of findings of justness 
and reasonableness. (Amarillo-Borger Express, Inc. vy. United States, 138 F. 
Supp. 411). 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G-18545 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 7, 1960) 


On May 15, 1959, Cities Service Gas Company (Cities Service) filed in Docket 
No. G-18545, an application for a certificate of public convenience and necessity, 
pursuant to Section 7(c) of the Natural Gas Act, authorizing Cities Service to 





*Omitted in printing. 
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construct and operate facilities and render service as hereinafter described, all 
as more fully represented in the application which is on file with the Commission, 

Cities Service seeks authorization to construct and operate facilities consisting 
of approximately 3.38 miles of 4-inch pipeline, together with meter and regulating 
facilities from a point of connection with Western Gas Service Company’s 
(Western) (formerly Lea County Gas Company, successor to Southwestern 
Publie Service Company) existing pipeline near the center of the East line of 
Section 3, Township 1 North, Range 12 E.C.M., extending in a southeasterly 
direction to a point of connection with Skelly Oil Company’s (Skelly) Jones (A) 
and (B) wells located in Sections 14 and 13 respectively all in Texas County, 
Oklahoma. The cost of the facilities is approximately $19,470. 

Cities Service states the facilities are to be used to deliver gas, purchased from 
Skelly, to Western who will redeliver equal volumes of gas to Applicant under 
an exchange agreement dated November 14, 1949 between Cities Service and 
Southwestern Public Service Company; however, Western reserves the right 
to purchase from Cities Service so much of said gas as required by Western. 

Applicant states that the proposed facilities will relieve it from the necessity 
of constructing substantial facilities required to take gas from the above men- 
tioned wells, since said wells are within close proximity of Western’s existing 
pipeline. 

Applicant states that the aforementioned facilities are presently installed and 
being operated and that service is now being rendered. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 24, 1960, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 

(2) The facilities hereinbefore described are used in the transportation and 
sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission as part of Applicant’s pipeline system and operation thereof by 
Applicant is subject to the requirements of subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) The sale of natural gas hereinbefore described, as more fully described 
in the application, is made in interstate commerce, subject to the jurisdiction 
of the Commission, and such sale by Applicant, together with the construction 
and operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, is subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(4) The continued operation of the facilities and the service hereinbefore 
described are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (e) of Section 157.20 of the Commission’s 
regulations under the Natural Gas Act should attach to the certificate issued 
herein and to the exercise of the rights granted thereunder. 
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(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Cities Service Gas Company to continue to operate 
the facilities and to sell natural gas in interstate commerce as hereinbefore 
described, all as more fully described in the application in this proceeding. 

(B) The general terms and conditions set forth in paragraph (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act shall attach 
to the certificate issued herein and to the exercise of the rights granted 
thereunder. 

(C) The grant of the certificate herein shall not be construed as a waiver of 
the requirements of Section 4 of the Natural Gas Act, or of Section 154 of the 
Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the service herein authorized; and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against the Appli- 
cant. Further, our action in this proceeding shall not foreclose nor prejudice 
any future proceedings or objection relating to the operation of any price or 
related provision in the gas purchase contracts herein involved. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G—20307 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 7, 1960) 


On December 4, 1959, Cities Service Gas Company (Applicant) filed in 
Docket No. G—20307 an application pursuant to section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing 
the construction and operation of certain minor natural gas transmission 
facilities during the calendar year 1960, including branch lines and meter 
and regular equipment, to make miscellaneous temporary and permanent direct 
sales of natural gas from Applicant’s existing pipeline system, all as more 
fully set forth in the application. 

The total cost of the facilities for which authorization is sought is esti- 
mated at $82,500, with no individual project to exceed a cost of $6,000, to 
be paid out of treasury cash. 

Applicant estimates that it will have aproximately 15 requests for temporary 
sales in 1960, mostly from road construction contractors, each request in- 
volving an estimated average of 35,000 Mcf of natural gas annually, and 
averaging a cost of approximately $2,500 per installation. 

Also, Applicant anticipates approximately 30 requests for direct sales to 
consumers on a permanent basis during 1960, each request involving an av- 
erage of approximately 52,000 Mcf of natural gas annually, and averaging 
a cost of approximately $1,500 per installation. 
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The estimated total volume of natural gas involved under this application 
for a maximum of 45 customers is 2,085,000 Mcf, all fully interruptible, 
with minor exceptions, which volume will not seriously affect Applicant’s gas 
reserves or service to existing customers. 

Pursuant to due notice, a public hearing was held on February 23, 1960, 
4in Washington, D.C., respecting the matters involved in and the issues 
presented by the application herein. No petition to intervene or protest to 
the granting of the application has been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and that 
the Commission render a decision herein pursuant to Section 1.30(c)(1) of 
the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Cities Service Gas Company, a Delaware corporation having 
its principal place of business in Oklahoma City, Oklahoma, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of December 28, 1943, in Docket No. G-—298 (4 
FPC 471). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are proposed to be used in the transportation 
and delivery of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) The construction and operation of the facilities and the delivery of natural 
gas during the calendar year 1960 as proposed by Applicant are required by 
the public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) The authorization granted hereinafter should be limited to construction 
during the calendar year 1960, and the total expenditures for facilities author- 
ized to be constructed should not exceed $82,500, with no single project to exceed 
a cost of $6,000. Further, this authorization should limit sales to not more 
than 15 direct industrial customers on a temporary basis, and not more than 30 
new direct industrial customers on a permanent basis, with the total volume of 
natural gas involved under this application not to exceed 2,085,000 Mcf per year. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(7) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit on or before March 1, 1961, a 
statement under oath showing pertinent details of the construction of facilities 
authorized hereinafter, including names and locations of customers, facilities 
installed for each customer, actual final cost of each project, annual volumes of 
gas expected to be delivered to each customer, expected dates of termination of 
service to temporary customers and expected annual revenues from each 
customer. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
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and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Cities Service Gas Company to construct and operate 
natural gas facilities for the purposes stated, as hereinbefore described and as 
more fully described in the application in this proceeding, upon the terms and 
conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exer- 
cise of the rights granted thereunder. 

(C) The authorization granted in paragraph (A) above is hereby limited 
to construction during the calendar year 1960, and the total expenditures for 
facilities authorized to be constructed shall not exceed $82,500, with no single 
project to exceed a cost of $6,000. Further, sales of natural gas under this 
authorization shall be limited to not more than 15 direct industrial customers 
on a temporary basis, and not more than 30 new direct industrial customers 
on a permanent basis, with the total volume of natural gas involved under this 
application not to exceed 2,085,000 Mcf per year. 

(D) Applicant herein shall submit on or before March 1, 1961, a statement 
under oath showing pertinent details of the construction of facilities authorized 
in paragraph (A) above, including names and locations of customers, facilities 
installed for each customer, actual final cost of each project, annual volumes of 
gas expected to be delivered to each customer, expected dates of termination 
of service to temporary customers and expected annual revenues from each 
customer. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


COASTAL STATES GAS PRODUCING COMPANY, DOCKET NO. G-7873 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 7, 1960) 


Gas Gathering Company (Gathering), predecessor-in-interest to the present 
applicant, Coastal States Gas Producing Company (Coastal States), filed on 
December 3, 1954, an application for a certificate of public convenience and 
necessity, pursuant to Section 7 of the Natural Gas Act, authorizing the 
continued operation of certain pipelines, compressors and other facilities, used 
for transportation of natural gas in interstate commerce, all as more fully 
described in the application on file with the Commission. 

Coastal States transports and delivers natural gas produced from the South 
Cottonwood Creek Field, DeWitt County, Texas for the account of certain 
producers in the field, which producers are selling such gas in interstate 
commerce for resale for ultimate public consumption to Texas Eastern Trans- 
mission Corporation (Texas Eastern). Deliveries are made by Coastal States 
in the field into Texas Eastern’s transportation facilities. Producers whose 
gas is transported by Coastal States as aforesaid are as follows: Sunray Mid- 
Continent Oil Company (formerly Sunray Oil Corporation); Midstates Oil 




























486 FEDERAL POWER COMMISSION 


Corporation; La Gloria Oil and Gas Company; Cox & Hamon and Argo Oil 
Corporation; Cities Service Oil Company; The Texas Company (now Texaco 
Inc.) ; A. O. Phillips, B. F. Phillips, Sr., and Hi Oil Company; Seaboard Oil 
Company; Hawn Brothers, and Stanolind Oil and Gas Company (now Pan 
American Petroleum Corporation). 

Hearing in this matter was held on June 18, 1957 but was recessed indefinitely 
subject to further notice. 

On December 10, 1958, Coastal States amended the subject application in 
Docket No. G—7873 by requesting that it be substituted as applicant thereunder 
in place of Gathering. Coastal States recites that subsequent to the filing of the 
subject application by Gathering, it acquired all of Gathering’s stock, and that 
a certificate of dissolution was filed with the Secretary of the State of Texas 
on May 8, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on February 24, 1960, respecting the matters involved in and the issues 
presented by the application. No petition to intervene or protest to the 
granting of the application has been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Coastal States, an independent producer of natural gas is engaged in 
the transportation of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas Act. 

(2) The transportation of natural gas hereinbefore described, as more fully 
described in the application, is made in interstate commerce, subject to the 
jurisdiction of the Commission, and such service by Coastal States, together 
with the operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, is subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Coastal States is able and willing properly to do the acts and to 
perform the service proposed and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(4) The transportation of natural gas by Coastal States, together with the 
operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, is required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission 
of the intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued, 
upon the terms and conditions of this order, authorizing the transportation by 
Coastal States of natural gas in interstate commerce for resale, together with 
the operation of any facilities, subject to the jurisdiction of the Commission, 
used by transportation of natural gas in interstate commerce, as hereinbefore 


described and as more fully described in the application and exhibits in this 
proceeding. 
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(B) The certificate is not transferable and shall be effective only so long 
as Coastal States continues the acts or operations hereby authorized in accord- 
ance with the provisions of the Natural Gas Act, and the applicable rules, 
regulations and orders of the Commission. 

(C) The grant of the certificate herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 
of the Commission’s Rules and Regulations thereunder requiring the filing 
of rate schedules for the service herein authorized; and is without prejudice 
to any findings or orders which have been or may hereafter be made by the 
Commission in any proceeding now pending or hereafter instituted by or against 
the Coastal States. Further, our action in this proceeding shall not foreclose 
nor prejudice any future proceedings or objection relating to the operation of 
any price or related provision in the contracts herein involved. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


COLORADO-WYOMING GAS COMPANY, DOCKET NO. G—20376 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued March 7, 1960) 


On December 14, 1959, Colorado-Wyoming Gas Company (Applicant) filed 
in Docket No. G—20376 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
eonstruction and operation during the calendar year 1960 of approximately 
thirty pipeline taps to provide natural gas service to existing resale distribu- 
tion customers, all as more fully set forth in the application. 

The proposed installations will provide additional main line taps to serve 
Public Service Company of Colorado, Cheyenne Light, Fuel and Power Company, 
Greeley Gas Company and Rocky Mountain Natural Gas Company, Inc. in 
rural areas of small load concentration. 

The total estimated cost of $8,280.00, to be paid out of funds on hand, will 
be subdivided into twenty-five farm taps at $80.00 each, three small group 
taps at $960.00 each and two large group taps at $1,700.00 each. 

The volumes of natural gas expected to be sold through the proposed facilities 
during 1960 are: 


Mef at 14.73 psia 











| 
| 
25 farm taps 5 group taps Total 
a | | 
Peak day requirements. --..- i ccaiadhiascatnatogs - 30 163 19¢ 
Annual requirements --...-....-..- bbsthcendak nee 3, 625 | 19, 720 23, 345 








These volumes of natural gas should not affect Applicant’s gas supply or 
the operation or capacity of its existing facilities. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 23, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
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that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Colorado-Wyoming Gas Company, a Delaware corporation hav- 
ing its principal place of business in Denver, Colorado, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of June 5, 1945, in Docket No. G-285 (4 FPC 938). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are proposed to be used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) The construction and operation of the facilities and the delivery of 
natural gas during the calender year 1960 as proposed by Applicant are required 
by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(5) The authorization granted hereinafter should be limited to construction 
during the calender year 1960, and the total expenditures, for not to exceed 
80 pipeline taps as proposed by Applicant, should be limited to a maximum 
of $8,280.00. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate hereinafter issued to Applicant and to the exercise 
of the rights granted thereunder. 

(7) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit on or before March 1, 1961, 
a statement under oath showing, by projects: (a) location, (b) description, 
(c) name of resale customer served, (d) actual final cost of facilities installed, 
(e) the use to which the gas is put, and (f) the estimated annual peak day 
deliveries to each resale customer. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant 
to Section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Colorado-Wyoming Gas Company to construct and 
operate natural gas facilities as hereinbefore described and as more fully 
described in the application in this proceeding, upon the terms and conditions 
of this order. 

(B) The authorization granted in paragraph (A) above is hereby limited 
to construction during the calender year 1960, and the total expenditures, for 
not to exceed 30 pipeline taps as proposed by Applicant, are hereby limited 
to a maximum of $8,280.00. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
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shall attach to the certificate issued in paragraph (A) above and to the 
exercise of the rights granted thereunder. 

(D) Applicant shall submit on or before March 1, 1961, a statement under 
oath showing, by projects: (a) location, (b) description, (c) name of resale 
customer served, (d) actual final cost of facilities installed, (e) the use to 
which the gas is put, and (f) the estimated annual and peak day deliveries 
to each resale customer. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PEOPLES GULF COAST NATURAL GAS PIPELINE COMPANY (FORMERLY 
TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY), DOCKET NO. 
G-20045 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 7, 1960) 


On November 2, 1959, Texas Illinois Natural Gas Pipeline Company* (Appli- 
cant) filed in Docket No. G—20045 an application pursuant to Section 7(c) of 
the Natural Gas Act for a certificate of public convenience and necessity authoriz- 
ing the construction and operation of field facilities to enable Applicant to take 
into its certificated main pipeline system natural gas which will be purchased 
from time to time during the calendar year 1960 at a total estimated cost not 
to exceed $1,500,000, with no single project to exceed a cost of $375,000, all as 
more fully set forth in the application. 

The purpose of this “budget-type” application is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its pipeline 
system new supplies of natural gas in various producing areas generally co- 
extensive with said system. 

Applicant will finance the cost of the facilities proposed hereunder from funds 
on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
February 25, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Peoples Gulf Coast Natural Gas Pipeline Company, a Dela- 
ware corporation having its principal place of business in Chicago, Illinois, is a 
“natural-gas company” within the meaning of the Natural Gas Act as heretofore 
found by the Commission in its order issued December 8, 1959, in Docket No. 
G-19963. 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation in this proceeding, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 


1 By order issued December 8, 1959, in Docket No. G—19963, the Commission substituted 
Peoples Gulf Coast Natural Gas Pipeline Company as Applicant in this and certain other 
proceedings, in lieu of Texas Illinois Natural Gas Pipeline Company. 








490 FEDERAL POWER COMMISSION 


(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1960 as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1961, a 
statement under oath showing, by projects: (a) names of fields connected, (b) 
estimates of gas supplies attached, (c) a description of the project or projects 
constructed pursuant to the authorization granted hereinafter, (d) the location 
of said project or projects, (e) the costs of the facilities so constructed, and (f) 
the names of the independent producers involved, together with the respective 
dates of the gas sales contracts and the docket numbers of the related producer 
certificate applications. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the calendar year 1960, and the total expenditures for facilities author- 
ized to be constructed hereunder should be limited to $1,500,000, with no single 
project to exceed a cost of $375,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Peoples Gulf Coast Natural Gas Pipeline Company to 
construct and operate the proposed facilities to take natural gas from producers 
thereof during the calendar year 1960, all as more fully described in the applica- 
tion in this proceeding, upon the terms and conditions of this order. 

(B) Applicant shall submit, on or before March 1, 1961, a statement under 
oath showing, by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects constructed pur- 
suant to the authorization granted in paragraph (A) above, (d) the location of 
said project or projects, (e) the costs of the facilities so constructed, and (f) 
the names of the independent producers involved, together with the respective 
dates of the gas sales contracts and the docket numbers of the related producer 
certificate applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the exer- 
cise of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited to 
construction during the calendar year 1960, and the total expenditures for facili- 
ties to be constructed thereunder are hereby limited to $1,500,000, with no single 
project to exceed a cost of $375,000. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


GARKANE POWER ASSOCIATION, INC., PROJECT NO. 2219 
ORDER AMENDING LICENSE (MAJOR) 
(Issued March 8, 1960) 


Applications were filed May 19, 1958, and April 21, 1959, by Garkane Power 
Association, Inc., licensee for major Project No. 2219—located on the East and 
West Forks of Boulder Creek, a tributary of the Escalante River, in Garfield 
County, Utah, and affecting lands of the United States within the Dixie National 
Forest and other lands of the United States—for amendment of the license for 
the project as hereinafter specified. 

The May 19, 1958 application seeks amendment of the license to change the 
voltage classification of the Boulder-Escalante transmission line from 44 KV as 
authorized in the license to 69 KV; to change the transformer facilities so that 
the line may be energized and operated at either 44 KV or 69 KV; and to adda 
static wire to the line for lightning protection. 

The licensee states that the 69 KV line will be more economical to operate and 
maintain than the 44 KV line and will reduce voltage drop and line losses, 

The April 21, 1959 application seeks amendment of the license to include 
therein the portion of 69 KV transmission line extending between Escalante and 
Henrieville, Utah, and occupying 7.308 miles of equivalent 100-foot transmission- 
line right-of-way across lands of the United States. 

On the basis of exhibits filed as part of the applications, it has been deter- 
mined that the Boulder-Escalante line, now included in the license for the 
project, occupies 9.355 miles of equivalent 100-foot transmission-line right-of-way 
across lands of the United States. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Dixie National Forest, in reporting on the application for 
inclusion in the license of the Escaiante-Henrieville line, informed the Commis- 
sion that it has no objection to the granting of the application subject to certain 
terms and conditions made part of the license when issued; and that upon is- 
suance of the amendment of license by the Commission it would amend a special 
use permit issued by the Service to delete therefrom the portion of the above- 
mentioned line across national forest lands. 

In response to a letter from the Bureau of Land Management, Department of 
the Interior, stating that it had issued a right-of-way for the Escalante trans- 
mission line—of which the Escalante-Henrieville line is a part—it was suggested 
that the permit be permitted to remain intact upon its records until notification 
from this Commission of the issuance of an amendment of license for the line 
extending to Henrieville. 


The Commission finds: 


(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Dixie National Forest was created 
or acquired, and will not alter any of the basic facts upon which the license 
was issued. 

(2) The 69 KV transmission line extending from Escalante to the Henrieville 
substation is part of the project within the meaning of Section 3(11) of the 
Federal Power Act and should be included in the license for the project. 

(3) The amount of the annual charge to be paid under the license for the 
purpose of recompensing the United States for the use, occupancy and enjoyment 
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of its lands for transmission-line right-of-way is reasonable as hereinafter fixed 
and specified. 

(4) Exhibit K (FPC No. 2219-9), Exhibit K (FPC No. 2219-10), and Exhibit 
M, superseding Exhibit M, now part of the license, insofar as it describes 
“Tranmission Equipment”—all filed as part of the above-mentioned applications, 
Exhibit K having been subsequently revised by the Commission staff pursuant 
to authorization by the licensee—and Exhibit M now part of the license, except 
insofar as it describes “Transmission Equipment”, conform to the Commission’s 
rules and regulations and should be approved as part of the license for the 
project and Exhibit M now part of the license should be eliminated from the 
license. 


The Commission orders: 


(A) The above-specified exhibits filed as part of the applications and Exhibit 
M, now part of the license, except insofar as it describes “Transmission Equip- 
ment”, are approved as part of the license for the project. 

(B) Exhibit M now part of the license is eliminated from the license. 

(C) The license for Project No. 2219—which was issued May 27, 1957, effec- 
tive as of May 1, 1957, to Garkane Power Association, Inc.—is amended, effec- 
tive as of January 1, 1960, to provide for the changes described in the second 
and fourth paragraphs of this order; to incorporate therein certain exhibits; 
and to eliminate therefrom Exhibit M now part of the license; said amendment 
‘being: 

PARAGRAPH I. Paragraph (2) of the license is amended by— 

(i) Amending Paragraph (a) thereof by including therein the following 
exhibits: 

Exhibit K: (FPC No. 2219-9) entitled “Route of 69 KV Transmission Line 
from Escalante to Boulder”, as revised in accordance with the licensee’s letters 
dated October 2, 1958, and April 1, 1959; and 

Evhibit K: (FPC No. 2219-9) entitled “Route of 69 KV Transmission Line, 
from Escalante to Henrieville”, as revised in accordance with the licensee’s 
letters dated April 22, 1959, and August 24, 1959; and 

(ii) Amending Paragraph (b) thereof—describing the principal project 
works—by— 

(a) Revising that portion of lines 6 and 7 thereof beginning with “a 44 KV” 
and ending with “facilities” to read as follows: 

a 69 KV transmission line extending 28 miles to a substation at Escalante 
and the 69 KV Escalante-Henrieville transmission line extending 23 miles 
between the Escalante-Henrieville substations and appurtenant facilities; 

(b) Including therein the following exhibits: 

Exhibit M: General Descriptions and Specifications of Equipment—in two 
sheets, signed August 22, 1956, Garkane Power Association, Inc., L. 8. Haws, 
President, and filed August 27, 1956, except insofar as it describes “Transmission 
Equipment” ; and 

Exhibit M: General Descriptions and Specifications of Equipment—Modifica- 
tion of Transmission Equipment—in two sheets, signed March 25, 1958, Garkane 
Power Association, Inc., Leland S. Haws, President, and filed May 19, 1958; and 

(c) Excluding therefrom Exhibit M. 

PARAGRAPH II. Paragraph (3) of Article 30 of the license is amended to 
read as follows: 

(3) For the purpose of recompensing the United States for the use, oc- 
cupancy and enjoyment of its lands used for transmission-line right-of-way only, 
$133.30. 
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(D) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute a 
waiver of any other part, provision or condition of the license. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance of 
this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


SIERRA PACIFIC POWER COMPANY, DOCKET NO. E-6928 
ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 
(Issued March 9, 1960) 


Sierra Pacific Power Company (Applicant), a corporation organized under the 
laws of the State of Maine and doing business in the States of California and 
Nevada, with its principal business office at Reno, Nevada, filed an application 
on February 10, 1960, as amended February 23, 1960, for an order, pursuant 
to Section 204 of the Federal Power Act, authorizing it to issue 49,714 additional 
shares of Common Stock, par value $7.50 per share. Applicant proposes to 
offer the additional shares of Common Stock to its Common Stockholders of 
record at the close of business on March 14, 1960, the offering to expire on 
April 4, 1960. Rights to subscribe for the additional Common Stock will be 
evidenced by transferable subscription warrants. 

The subscription price per share, Applicant states, will be not less than 
90% of the average of the bid prices of the Common Stock of Applicant in 
the over-the-counter market as published by the National Quotation Bureau, 
Inc., for the business day next preceding the fixing of said subscription price 
by Applicant’s Board of Directors, and the new shares will be offered pursuant 
to pre-emptive rights of the Common Stockholders on the basis of one share 
for each fifteen shares of Common Stock held of record, with an over-sub- 
scription privilege subject to allotment. 

The application states that no underwriting fees or commissions will be 
paid in connection with the proposed issuance and sale of Common Stock. 

Applicant states that the net proceeds from the additional shares of Common 
Stock will be used for the partial payment of outstanding short-term notes. 
The Commission, in an order issued on May 14, 1959 (Docket No. E-6873), author- 
ized Applicant to issue up to $3,500,000 short-term notes. The notes were to 
be issued for periods not exceeding twelve months from the date of original 
issue or renewal thereof; they were to have maturity dates not later than 
December 31, 1960, and bear interest at a rate not exceeding 4 of 1% over the 
New York prime rate. Applicant reported that it had $1,900,000 notes outstand- 
ing at the end of 1959 and that it expects to have $2,400,000 notes outstanding 
as of March 15, 1960. The proceeds from the Notes were to be used to reimburse 
Applicant for construction expenditures previously made and, together with 
other cash from operations, to carry out Applicant’s construction program in 
1959. Applicant states that its expenditures for construction in 1960 will 
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amount to approximately $4,967,900 divided among the three departments as 
follows: $3,466,900 for the Electric Department; $478,600 for the Gas Depart- 
ment and $1,022,400 for the Water Department; the major portion of the expend- 
itures for 1960 construction being for new facilities required to accommodate 
new customers and increased demands for service. 

Written notice of the application has been given to the Public Service Com- 
mission of Nevada and the Public Utilities Commission of California, and to the 
Governor of each of those States. Notice has also been given by publication in 
the Federal Register on February 24, 1960 (25 F.R. 1599) stating that any 
person desiring to be heard or to make any protest with reference to the applica- 
tion should file a petition or protest on or before March 7, 1960, with the Federal 
Power Commission, Washington 25, D.C. No protest, petition or request to be 
heard in opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore described and set forth in the Commission’s order issued May 14, 
1959, In the Matter of Sierra Pacific Power Company, Docket No. E-6873, 
21 FPC 684. 

(2) The proposed issuance of Common Stock, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) The Applicant is not organized and operating in a State under the laws 
of which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Federal Power Act; and the pro- 
posed issuance of Common Stock, as described above is, therefore, not exempt 
by virtue of that Section from the requirements of Section 204 of the Act. 

(4) The proposed issuance of Common Stock, as described above, is exempt 
from the competitive bidding requirements of Section 34.1a of the Commission’s 
Regulations under the Federal Power Act by reason of Paragraph 34.1a(a) (1) 
thereof. 

(5) The proposed issuance of Common Stock, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance of service by Applicant as a public utility, and which will 
not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(6) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Common Stock as referred to above, upon the 
terms and conditions and for the purposes specified in the application, is au- 
thorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost or any other matter whatsoever 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


LAKE SHORE PIPE LINE COMPANY ; UNITED NATURAL GAS COMPANY, 
DOCKET NO. G-—20330 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 14, 1960) 


Lake Shore Pipe Line Company (Lake Shore), an Ohio corporation with its 
principal office in Ashtabula, Ohio, and United Natural Gas Company (United), 
a Pennsylvania corporation with a principal office in Oil City, Pennsylvania, filed 
a joint application in Docket No. G-20330 on December 8, 1959, pursuant to Sec- 
tion 7 of the Natural Gas Act, for a certificate of public convenience and neces- 
sity authorizing Lake Shore and United to exchange natural gas on an emergency 
basis, and to construct and operate natural gas facilities required to accomplish 
such exchange, subject to the jurisdiction of the Commission, and as more fully 
described in the joint application on file with the Commission. 

The facilities are described as follows: 

1. United to construct and operate a meter station and appurtenant facilities 
at the intersection of its 6-inch pipeline and Lake Shore’s 10-inch Ashtabula- 
Cochranton pipeline near Linesville, Crawford County, Pennsylvania. 

2. Lake Shore to construct and operate, at the same point of intersection, 
a tie-in to United’s proposed meter station and a tap on its (Lake Shore’s) 10- 
inch pipeline. 

According to the terms of the exchange agreement between the two com- 
panies, dated November 20, 1959, natural gas will be exchanged only in the event 
of an emergency provided that the delivering company can do so without curtail- 
ment of deliveries to its own customers. The company receiving the emergency 
gas must return equal volumes of gas within 30 days or during such other period 
as is mutually agreeable. No money will change hands. The initial term or the 
agreement is one year, and continues effective thereafter from year to year until 
terminated by notice. 

The facilities proposed by United will cost approximately $3,520 and Lake 
Shore’s tie-in facilities will cost $1,300. Each company will finance the projects 
from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 1, 1960, respecting the matters involved in and the issues presented by 
the application, filed in Docket No. G—20330. No petition to intervene or protest 
to the granting of the application has been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Lake Shore, an Ohio corporation having its principal place of business 
in Ashtabula, Ohio, and United a Pennsylvania corporation with a principal place 
of business in Oil City, Pennsylvania, are “natural-gas companies” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation and exhibits in this proceeding, are proposed to be used in the transpor- 
tation and sale of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of Lake Shore’s and United’s existing pipe- 
line systems and the construction and operation thereof by Lake Shore and 
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United are subject to the requirements of Subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) Lake Shore and United are able and willing properly to do the acts and 
to perform the services proposed and to conform to the provisions of the Natural 
Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(4) The proposed construction and operation of the facilities and exchange of 
natural gas by Lake Shore and United are required by the public convenience 
and necessity and certificates therefor should be issued ag hereinafter ordered 
and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(3), (c)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificates hereinafter issued to Lake Shore and 
United and to the exercise of the rights granted thereunder and that the time 
within which construction of the facilities authorized by this order shall be 
completed and in actual operation should be fixed at 4 months from the date on 
which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Lake Shore and United to construct and operate the 
facilities hereinbefore described and to exchange natural gas during emergencies, 
all as more fully described in the application in this proceeding and the exhibits 
appended thereto, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificates granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 4 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION; ATLANTIC 
SEABOARD CORPORATION, DOCKET NO. G-19424 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 14, 1960) 


Transcontinental Gas Pipe Line Corporation (Transco), a Delaware corpo- 
ration, with its principal place of business at Houston, Texas, and Atlantic 
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Seaboard Corporation (Atlantic), a Delaware corporation, with its principal 
place of business at Charleston, West Virginia, jointly filed in the above matter 
on September 8, 1959, with a supplement thereto on November 3, 1959, an applica- 
tion for a certificate of public convenience and necessity under Section 7 of the 
Natural Gas Act authorizing Applicants to exchange natural gas in accordance 
with an exchange agreement dated August 21, 1959, and permit Transco to con- 
struct and operate the facilities described in said application at “Boswells” 
Tavern. 

The exchange is to be effected through four delivery points; three are existing 
points of interconnection between the system of Transco and Atlantic at Rockville, 
Montgomery County, Maryland; Ballard Farm (sometimes called “Friendship”), 
Baltimore County, Maryland, and Dranesville, Fairfax County, Virginia. The 
fourth point of delivery is to be located near Boswells Tavern, Louisa County, 
Virginia, where the system of Transco crosses the main line of Commonwealth 
Natural Gas Corporation (Commonwealth). Atlantic is the sole supplier of 
natural gas to Commonwealth. 

Direct exchange of gas between Transco and Atlantic can be made at any 
of the first three points mentioned above. Redelivery of exchange volumes are 
to be made within 60 days at the point of original delivery, or, with concurrence 
of both parties, at any other point of interconnection. 

Delivery by Transco to Commonwealth for the account of Atlantic could be 
made at the proposed fourth point near Boswells Tavern. The contract of August 
21, 1959 contemplates redelivery of such volumes by Atlantic to Transco at the 
Dranesville interconnection within 60 days. The connection at Boswells Tavern 
could be extremely valuable to Commonwealth in case of a line break on Atlantic’s 
system or on Commonwealth’s system north of the proposed connection. 

The following table shows daily volumes which could be delivered at the 
points of interconnection. 





Deliveries by | Deliveries by 


Delivery point Transco to Atlantic to 
Atlantic Transco 
Mef Mef 
SIGE ION 34 <562. 5s.5onunencnsnenisieedonnhaenaicnsdneatesseannee 165, 000 None 
II anon 4cucintinsedtqdbeieinedubtnensecnhennedinbenetindbcnbée 113, 000 57,000 
Be i cstadh :cxsheantaeststnen cithsvtsineaindionbasnisemcinahinnss dean aaametatinin initial 70, 000 270, 000 
ONG FUE, cocstacccacccsieuadecdetasntesdstansasiahanteabasaan 69, 900 69, 900 


The only facilities proposed in this joint application for which authorization 
is herein sought, is a proposed 8’’ tap at Boswells Tavern. Such facilities are 
to be constructed by Transco to interconnect with the system of Commonwealth. 
The estimated cost of the facilities is $3,000, which will be financed by Transco 
from cash on hand. 

The purpose of the installation and the exchange of gas by the Applicants, as 
proposed herein, is to maintain adequate and dependable service to the public 
during times of emergencies and at other times when circumstances require the 
exchange of natural gas by either Applicant to meet unexpected conditions. Gas 
furnished by one party to the other under the exchange agreement is to be repaid 
in kind on an equivalent volume basis. The exchange of gas between Applicants 
is not to be made upon any regular daily basis. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 4, 1960, respecting the matters involved in and the issues presented by the 
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joint application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Transcontinental Gas Pipe Line Corporation, a Delaware corporation, 
having its principal place of business in Houston, Texas, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission, 20 FPC 264, 284. 

(2) Atlantic Seaboard Corporation, a Delaware corporation, having its prin- 
cipal place of business at Charleston, West Virginia, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion, 14 FPC 692-693. 

(3) The existing and proposed facilities as above described, are to be used 
for the transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, during emergencies and at other times to enable 
maintenance of adequate service. 

(4) The construction and operation of the proposed facilities and exchange 
and delivery of natural gas between Applicants as hereinbefore described and 
as more fully described in the joint application in this proceeding are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) The aforesaid proposed construction, exchange and delivery of natural 
gas between Applicants herein are required by the public convenience and neces- 
sity and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(6) Applicants, Transco and Atlantic are able and willing properly to do the 
acts and to perform the services proposed and to conform to the provisions of 
the Natural Gas Act and the requirements, rules and regulations of the Com- 
mission thereunder. 

(7) Public Convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(1), (c)(3), (c) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act (18 
CFR 157.20) should apply to the certificate issued hereinafter and to the exer- 
cise of the rights granted thereunder. 

(8) A request during the above hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted, pursuant to Section 
1.30(c) (1) of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to the applicants herein for the construction of the Boswell Tavern 
interconnection and the operation of the existing and Boswell Tavern intercon- 
nections for the exchange of natural gas in interstate commerce during emer- 
gencies and at such other times as hereinbefore described, all as more fully 
described in the joint application and supplement thereto, upon the terms and 
conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (1), (e) (3), (e) (4) and (e) of Section 157.20 of the Commission’s General 
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Rules and Regulations are attached to the issuance of the certificate granted 
herein and to the exercise of the rights thereunder. 

(C) Transco shall complete the authorized facilities and commence regular 
operation thereof within 3 months from the date of this order. 

(D) The delivery and exchange of natural gas shall be made only at such 
times when such delivery and exchange will not impair the ability of the Appli- 
ecants to maintain adequate service to their respective customers. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


NATURAL GAS COMPANIES—EXEMPT FACILITIES AND TEMPORARY 
AUTHORIZATIONS, DOCKET NO. R-183 


OrveER No. 220 


AMENDING SECTIONS 2.55 AND 157.28 OF THE COMMISSION’S GENERAL RULES AND 
REGULATIONS 


(Issued March 15, 1960) * 


The Commission has before it for consideration and amendment to § 2.55 of 
Part 2, Subchapter A, General Rules, and § 157.28 of Part 157, Subchapter EH, 
Regulations Under the Natural Gas Act, Chapter I of Title 18, Code of Federal 
Regulations. 

Section 7(c) of the Natural Gas Act (15 U.S.C. 717f(c)) requires, inter alia, 
a certificate of public convenience and necessity issued by the Commission for 
any proposed construction or extension of natural gas facilities subject to the 
jurisdiction of the Commission. Section 2.55 of the Commission’s rules (18 CFR 
2.55) interprets the word “facilities” as used in section 7(c) of the Act to 
exclude, in effect, from the requirement for certification certain types of facili- 
ties therein described. 

The Commission has determined that neither the public interest nor proper 
administration of the Natural Gas Act requires the certification of a tap on an 
existing certificated transmission pipeline when the sole purpose of the tap is to 
enable a purchaser or transporter to take delivery of natural gas from an 
independent producer authorized by the Commission to make such delivery. 
To that end section 2.55 is being amended as hereinafter provided. 

Section 157.28 of the Regulations under the Natural Gas Act (18 CFR 157.28) 
prescribes procedures to be followed in connection with obtaining necessary 
authority to institute temporary service by independent producers of natural 
gas pending the Commission’s determination of an application for a certificate of 
public convenience and necessity. The amendments to that section made hereby 
are technically necessary to effectuate the amendment to section 2.55. 


The Commission finds: 


(1) The amendments herein adopted represent matters of interpretation, 
general policy or rules of procedures which do not require notice or hearing 
under section 4(a) of the Administrative Procedure Act. 

(2) Adoption and promulgation of the proposed amendments are necessary 
and appropriate for the purposes of administration of the Natural Gas Act. 


*Published in Federal Register, March 19, 1960 (25 F.R. 2363 et seq.). 


500 FEDERAL POWER COMMISSION 


(3) Good cause exists that these amendments become effective forthwith. 
The Commission, acting pursuant to the authority granted by the Natural 
Gas Act, as amended, particularly sections 7 and 16 thereof (52 Stat. 824, 830; 
56 Stat. 83; 15 U.S.C. 717f, 7170), orders: 

(A) Section 2.55 of Part 2, Subchapter A, General Rules, Chapter I of Title 
18 of the Code of Federal Regulations is amended by adding a new paragraph (d) 
as follows: 

§ 2.55 Definition of Term Used in Section 7(c). For the purposes of section 
7(c) of the Natural Gas Act, as amended, the word “facilities” as used therein 
shall be interpreted to exclude: 


* * * * * * . 


“(d) Taps. Taps on existing transmission pipelines which are installed 
solely for the purpose of enabling a purchaser or transporter to take delivery of 
gas from an independent producer as that term is defined in § 154.91 of the 
Regulations under the Natural Gas Act.” 

(B) Section 157.28, Temporary Authorizations, Part 157, Subchapter E, Regu- 
lations Under the Natural Gas Act, Chapter I of Title 18 of the Code of Federal 
Regulations, is amended as follows: 

1. Amend paragraph (b) to read: 

“(b) It shall not apply unless such facilities as may be necessary to enable 
the purchaser of the gas or the person by whom the transportation is to be 
performed to accept delivery of such gas from the independent producer have 
been authorized by the Commission or are exempt from the need of such authori- 
zation by virtue of the provisions of § 2.55(d) of this chapter.” 

2. Amend paragraph (c) by striking out “and” before “(2)”, changing the 
period at the end to a semicolon, and adding the following: 

“and (3) A statement describing, generally, the facilities necessary to enable 
the purchaser to take delivery of the gas proposed to be sold or transported.” 

(C) The amendments herein prescribed shall become effective upon the is- 
suance of this order. 

(D) The Secretary shall cause prompt publication of this order to be made 
in the Federal Register. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


DUKE POWER COMPANY, DOCKET NO. E-6906 
ORDER TERMINATING AUTHORIZATION TO ISSUE PROMISSORY NOTES 
(Issued March 17, 1960) 


By order issued December 9, 1959, 22 FPC 1017, in the above-entitled docket, 
the Commission authorized Duke Power Company (Duke Power) to issue not 
to exceed $76,000,000, aggregate principal amount of Promissory Notes, out- 
standing at any one time. 

In its application filed on December 21, 1959, in Docket No. E-6919 for authori- 
zation to issue and sell at competitive bidding $50,000,000, principal amount 
of First and Refunding Mortgage Bonds, Duke Power consented to immediate 
termination of the afore-mentioned authorization to issue Notes as soon as 
the proposed Bonds were delivered to the purchasers and it received the pro- 
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ceeds from the sale thereof. Accordingly, Paragraph (D) of the Commis- 
sion’s order issued January 28, 1960, in that docket, authorizing the proposed 
issuance of Bonds, stated that the Commission would terminate Duke Power’s 
authorization herein to issue $76,000,000, principal amount of Notes, upon 
notification by Applicant that the contemplated issuance and sale of Bonds had 
been completed. 

In its report filed with the Commission on March 3, 1960, in Docket No. 
E-6919,* Duke Power informed the Commission that the aforesaid Bonds had 
been delivered to the purchasers and proceeds of $50,975,333 (including $170,833 
accrued interest) had been received from the sale thereof. 


The Commission finds: 


It is necessary and appropriate for the purposes of the Federal Power Act 
that the authorization herein to issue not to exceed $76,000,000, aggregate 
principal amount of Promissory Notes, outstanding at any one time, be 
terminated, all as hereinafter ordered. 


The Commission orders: 


The authorization heretofore granted to Duke Power to issue $76,000,000, 
principal amount of Promissory Notes, all as referred to above, is hereby 
terminated. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


UNITED NATURAL GAS COMPANY, DOCKET NO. G-19529; PENN-YORK 
NATURAL GAS CORPORATION, DOCKET NO. G-19527; THE SYLVANIA 
CORPORATION, DOCKET NO. G-—19839 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDON MENT OF SERVICE 


(Issued March 17, 1960) 


On September 22, 1959, United Natural Gas Company (United Natural) filed 
in Docket No. G-19529 an application pursuant to Section 7(c) of the Natural 
Gas Act, for a certificate of public convenience and necessity. Thereafter on 
October 19 and December 10, 1959, respectively, supplements were filed to the said 
application, which as so amended seek authorization from the Commission to 
construct certain facilities and to acquire certain other facilities and to operate 
said facilities so constructed and acquired as integral parts of its existing natural 
gas pipeline system. 

On the same day, September 22, 1959, Penn-York Natural Gas Corporation 
(Penn-York) filed an application seeking permission and approval of the Com- 
mission under Section 7(b) of the Natural Gas Act to discontinue operations of 
certain facilities and to sell, transfer and turn them over to United Natural. 

On October 19, 1959, The Sylvania Corporation (Sylvania) filed in Docket 
No. G-—19839, an application seeking authorization to operate an additional con- 


*By supplemental order issued February 18, 1960, 23 FPC 363, in that docket, the Com- 
mission approved the proposed issuance and sale of the $50,000,000, principal amount of 
Bonds, to a group of underwriters represented by The First Boston Corporation for a 


price of 101.6098% of the principal amount of the Bonds, with an interest rate of 54% 
per annum. 
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nection for delivery of natural gas from it to United Natural at a point located 
on its Line Z-20(s) in Harrison Township, Potter County, Pennsylvania. This 
new connection is to be constructed by United Natural but operated by Sylvania. 

All three of these applicants are natural gas companies and they are affiliates 
and wholly owned subsidiaries of the National Fuel Gas Company. 

The purpose of the three related proposals is to enable United Natural to deliver 
gas to its main customer and affiliate, Iroquois Gas Corporation, at a new delivery 
point on the Pennsylvania-New York State line in Potter County, for service in 
and near Buffalo, New York, now served by Iroquois. 

The facilities proposed to be constructed and operated by United Natural in- 
clude the connection with Sylvania above-mentioned together with approximately 
1,965 feet of 85% inch pipeline and a regulating station extending from the point 
of connection on the Z-20 (s) line of Sylvania above-described to the point where 
a segment of abandoned pipeline of the New York State Natural Gas Corporation 
terminates; all are located in Harrison Township, Potter County, Pennsylvania, 
United Natural also proposes to acquire the abandoned segment from New York 
Natural consisting of approximately 1,350 feet of 10%4 inch pipe together with the 
right-of-way and appurtenances including a measuring station, a meter house, 
and accessories, at a cost of $7,900. These facilities are to be joined onto and 
integrated with the existing system of United Natural. 

The facilities which United Natural proposes to acquire from Penn-York 
consist of approximately 14,826 feet of 10-inch gas transmission line extending 
from a connection (not now in use) with the segment to be acquired from New 
York Natural located in Harrison Township northerly to a point approximately 
six-tenths of a mile west of the northwest corner of Bingham Township lying on 
the boundary line of the States of New York and Pennsylvania, together with 
rights-of-way and 29% acres of land all in Potter County, Pennsylvania. These 
facilities constitute all of the facilities now owned and operated by Penn-York 
in Pennsylvania. They connect at the state line with Penn-York’s main line in 
New York which is used to transport gas for Iroquois. 

Using the facilities to be acquired and constructed as an integrated system, 
United Natural will receive gas from Sylvania at its new connection and deliver 
such gas to Penn-York for Iroquois’ account at the Pennsylvania-New York State 
line. Penn-York would then deliver this gas along with other gas to Iroquois 
near Buffalo. 

The estimated cost of constructing the facilities by United Natural is $22,350 
and the purchase price of the facilities to be acquired from Penn-York is $11,021. 
All costs are to be financed from funds on hand. 

There is no problem of gas supply, merely a rearrangement of facilities to 
enable United Natural to deliver existing supplies to Iroquois at a new delivery 
point. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 9, 1960, respecting the matters involved in and the issues presented by 
the application. No objection or protest to the granting of the application has 
been received. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30(c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) United Natural Gas Company is a “natural gas company” within the mean- 
ing of the Natural Gas Act, as stated in the application filed in this proceeding 
and as heretofore found by the Commission. 
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(2) Penn-York Natural Gas Corporation is a “natural gas company” as stated 
in the application filed in this proceeding and as heretofore found by the 
Commission. 

(3) The Sylvania Corporation is a “natural gas company,” as stated in the 
application and filed in this proceeding and as heretofore found by the 
Commission. 

(4) The facilities to be constructed and operated as hereinbefore described 
together with the facilities to be acquired and operated in conjunction therewith, 
also previously described, are facilities to be used for the transportation and sale 
for resale of natural gas in interstate commerce, and the acquisition by United 
Natural of the facilities from Penn-York and from New York State Natural 
Gas Corporation together with the operation thereof as aforesaid are subject to 
the jurisdiction of the Commission and to the requirements of Section 7 (c) and 
(e) of the Natural Gas Act. 

(5) The abandonment of the facilities by Penn-York by sale to United Natural, 
as more fully described in the applications, is permitted by the public conven- 
ience and necessity. 

(6) The operation of an additional point of delivery of natural gas on its Line 
Z-20 (s) by the Sylvania Corporation, as hereinbefore described and as is more 
fully described in the application in Docket No. G—19839 is required by the 
public convenience and necessity. 


The Commission orders: 


(A) Certificates of public convenience and necessity are hereby issued to 
United Natural Gas Company and The Sylvania Corporation, respectively, sub- 
ject to the provisions of the Natural Gas Act and the Rules and Regulations of 
the Commission thereunder, authorizing said natural gas companies to construct 
and operate, and to acquire and operate, and to operate facilities constructed, 
subject to the jurisdiction of the Commission, which said construction, operation 
and acquisitions are described in the respective applications on file in Docket 
Nos. G—19529 and G—19839 and hereinbefore mentioned. 

(B) The terms and conditions provided for acquisitions in Section 157.20(d) 
of the Commission’s Regulations under the Natural Gas Act shall and does 
hereby attach as a condition to the issuance of the certificate in paragraph (a) 
hereof and to the exercise of the rights or privileges thereunder with respect to 
United Natural. And the general terms and conditions set forth in paragraphs 
(a), (b), (ce) (8), (ec) (4) and (e) of Section 157.20 above referred to also attach 
conditions to the issuance of the certificates in said paragraph (A) above and 
to the exercise of the rights to be granted thereunder. 

(C) The time within which the facilities shall be constructed, acquired and 
placed in operation, as provided for by paragraph (b) of Section 157.20 is six 
months from the date of which this order issues. 

(D) The abandonment of facilities by Penn-York Natural Gas Corporation by 
sale to United Natural and the discontinuance of their operation by Penn-York 
with the simultaneous resumption of said operation by United Natural as more 
fully described in the applications is hereby permitted and approved. 





504 FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


COTTON VALLEY OPERATORS COMMITTEB (OPERATOR), ET AL, 
DOCKET NOS. RI60-185; MIDDLE STATES PETROLEUM CORPORA- 
TION (FORMERLY MIDSTATES OIL CORPORATION), G-4932; SENECA 
DEVELOPMENT COMPANY, G-8616; HASSIE HUNT TRUST, G-8618; 
HUNT OIL COMPANY, G-8619 ; H. L. HUNT, G-8620; NEBO OIL COMPANY, 
G-8621; G. H. VAUGHN, G-8902; SUNRAY MID-CONTINENT OIL COM- 
PANY, G-8960; KATHLEEN O’BOYLE TRUST NO. 2, G-8617; WOODLEY 
PETROLEUM COMPANY, G-9772; THE OHIO OIL COMPANY, £T AL., G- 
12045, G-13475; SOCONY MOBIL OIL COMPANY, INC., (FORMERLY 
MAGNOLIA PETROLEUM COMPANY) G-1219%4, G-13476; MRS. TOM J. 
MOFFITT, ET AL., G-8819, G-13705; P. G. LEGENDRE, G-—8885; FLOYD H. 
BROWN, G-9092; GENERAL AMERICAN OIL COMPANY OF TEXAS, G- 
10390, G-16512; WELORI LUMBER COMPANY, G-—10928; PAN AMERICAN 
PETROLEUM CORPORATION (FORMERLY STANOLIND OIL & GAS CO.), 
G-13936; MARR COMPANY (M. H. MARR), G—10942, G—13738; SENECA 
DEVELOPMENT COMPANY, G-13477 ; JOHN W. O’BOYLBE, G-13478 ; KATH- 
LEEN O’BOYLE TRUST NO. 2, G-13479; NEBO OIL COMPANY, INC., G- 
13480; ALAN L. COREY, G-13481; JAMES CRAIG JOYNER, G-13482; 
HENRY SEARS, G-13483 ; ST. VINCENTS ISLAND COMPANY, G-—13484; A. 
L. COREY, JR., G-13485 ; CAROLYN C. GILLMORE, G—13486 ; HASSIE HUNT 
TRUST, G—13472; HUNT OIL COMPANY, G-13473; H. L. HUNT, G—13474; 
MIDDLE STATES PETROLEUM CORPORATION, (FORMERLY MID- 
STATES OIL CORPORATION), G-13769; WOODLEY PETROLEUM COM- 
PANY, G-13736; UNION PRODUCING COMPANY, 14496; SIDNEY G. MY- 
ERS, JR., G-14732; A. G. OLIPHANT, ET AL., G-18768 


ORDER ACCEPTING RATE SCHEDULE FOR FILING AND ORDERING HEARING ON AND 
SUSPENDING PROPOSED CHANGE IN RATE, ALLOWING INCREASED RATE TO BECOME 
EFFECTIVE SUBJECT TO REFUND, DENYING MOTION IN PART AND TERMINATING 
PROCEEDINGS 


(Issued March 18, 1960) * 


In compliance with the order accompanying Opinion No. 314 issued July 23, 
1958, 20 FPC 70, as amended by order issued December 10, 1959, 22 FPC 1028, 
on February 18, 1960, the Cotton Valley Operators Committee (Operator) et al., 
(hereafter called CVOC) submitted its contract dated October 24, 1940 and two 
amendments thereto predating June 7, 1954, as a June 7, 1954 rate schedule. 
These filings are designated by the Commission as CVOC’s Rate Schedule No. 
1 and Supplements Nos. 1 and 2 thereto.2 Concurrently therewith, CVOC filed 
two notices of change both dated February 15, 1960, designated Supplements 
Nos. 3 and 4 to CVOC’s FPC Gas Rate Schedule No. 1 proposing redetermined 
rate increases which were contractually due on October 26, 1954 and 1957. 

As Rate Schedule No. 1 and Supplements Nos. 1 and 2 thereto were effective 
June 7, 1954, no specific effective date is required. For Supplements Nos. 3 
and 4, for non-operators who have not previously filed for an increase, the 
earliest possible date the rate could become effective, if not suspended, would 
be March 20, 1960, without waiver of the 30-day notice requirement of the 
Natural Gas Act. For those non-operators who have previously filed for in- 


* Rehearing denied by order issued May 16, 1960. 
2 Supplement No. 1 is a letter dated June 8, 1942, and Supplement No. 2 is a supple- 
mental agreement dated May 27, 1949. 





FEDERAL POWER COMMISSION 505 


dividual increases, the effective date is the date the Commission has already 
allowed the increases to become effective subject to refund. These submittals 
by CVOC as operator are on behalf of all the interest owners, approximately 
100 in number, in the Cotton Valley Unit and cover the sale of natural gas from 
the Cotton Valley Field in Webster Parish, Louisiana, to Louisiana Nevada 
Transit Company (Louisiana Nevada). 

CVOC’s first notice of change designated Supplement No. 3 to its FPC Gas 
Rate Schedule No. 1 reflects an increase in rate from 5.0599¢ per Mcf? to 9.6208¢ 
per Mcf, and purports to be within the provision of its contract with Louisiana 
Nevada which allows a rate redetermination for the period beginning October 
26, 1954. CVOC’s second notice of change designated Supplement No. 4 to its 
FPC Gas Rate Schedule No. 1 reflects an increase in rate from 9.6208¢ per Mcf 
to 11.2742¢ per Mcf and purports to be within the provision of its contract 
with Louisiana Nevada which also allows a rate redetermination for the period 
beginning October 26, 1957. These filings were submitted in compliance with 
that part of the Commission’s order of December 10, 1959, which stated that 
the filing by CVOC of the increased rate superseding those increased rates 
previously filed by any of the non-operators for natural gas sold to CVOC to 
Louisiana Nevada, would preserve as to the individual non-operators the original 
filing dates of their respective tenders. 

CVOC has requested that its first notice of change (designated Supplement 
No. 3 to its FPC Gas Rate Schedule No. 1) be applicable to all the interest 
owners in the Cotton Valley Unit and that it supersede the rate schedules and 
supplements of those interest owners who have previously made individual 
filings for the October 26, 1954 increase in rate. CVOC also requested that 
its second notice of change (designated Supplement No. 4 to its FPC Gas Rate 


Schedule No. 1) be applicable to all the interest owners in the Cotton Valley 
Unit and that it supersede the rate schedules and supplements of those interest 
owners who have previously made individual filings for the October 26, 1957 
increase in rate. 


In support of the increases, CVOC cites the contract price redetermination 
provisions and numerous increases to higher rates than the 11.2742¢ per Mcf 
here proposed for gas sales in northern Louisiana which the Commission has 
accepted for filing without suspension and it cites higher rates for new sales 
in the area which the Commission certificated without rate condition. CVOC 
also states that the Cotton Valley Field is unique in a number of respects in 
that gas production therein is from seven participating areas in which some 
100 co-owners are involved in varying percentages of interest from less than 
0.0001% to 69.0%. CVOC states that the varying extent and nature of overall 
operations of the numerous co-owners would serve to complicate any deter- 
mination of rates on a cost basis and would entail the assembling of innumerable 
non-uniform cost elements. Applicant further states that the proposed rates 
are below the prevailing level of prices in northern Louisiana. CVOC also 
states that Louisiana Nevada derives certain advantages under the subject 
contract not ordinarily found in the average gas sales contract, pointing out 
that under its contract buyer may purchase up to 10,000 Mcf per day but is 
only required to take 30,000 Mcf during any 90-day period resulting in a load 
factor of only 3.3% contrasted with load factors of 66% or higher prescribed 
in most contracts. CVOC avers that such arrangement, in effect, provides 
Louisiana Nevada a cost-free storage reservoir. 


2 All pressures stated herein are at 15.025 psia. 
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On March 3, 1960, Louisiana Nevada filed a protest, motion to intervene* 
and motion to dismiss the proposed rate increase filings of CVOC requesting 
the Commission (1) leave to intervene and admit it as a party to these proceed- 
ings, (2) to issue an order rejecting CVOC’s Supplement Nos. 3 and 4 to its 
FPC Gas Rate Schedule insofar as they pertain to the previous effective dates, 
(3) to suspend any portion of the first notice of change seeking to place a rate in 
excess of 7.756¢ at 15.025 psia into effect from and after February 18, 1960, (4) 
suspend the proposed increased price under the second notice of change pending 
determination of the correct contract price and (5) grant to Louisiana Nevada 
such other and further relief as to the Commission may seen appropriate. In 
respect to the proper computation of the price, Louisiana states that it, not 
CVOO, is to make the price computation after CVOC has furnished the specified 
gas sales data. Louisiana Nevada states that it reminded CVOC of its (CVOC’s) 
obligation to furnish the gas sales data necessary for the 1957 price redetermina- 
tion but that CVOC has not as yet complied and consequently Louisiana Nevada 
has not been able to make such price computation. Louisiana Nevada protests 
the 1954 price redetermination by CVOC on the same grounds and states that 
such price, properly computed would be 7.756¢ (at 15.025 psia) rather than the 
9.6208¢ price as computed by CVOC. 


The Commission finds: 


(1) That part of Louisiana Nevada’s motion of March 3, 1960, requesting the 
Commission to reject and dismiss CVOC’s first and second notices of change 
(Supplements Nos. 3 and 4), insofar as said notices of change seek to retain 
the original filing dates for certain of the interest owners of the Cotton Valley 
Unit, should be denied. 

(2) The contract dated October 24, 1940, and the amendments thereto dated 
June 8, 1942 and May 27, 1949, submitted by CVOC on February 18, 1960, on 
behalf of all the interest owners in the Cotton Valley Unit should be accepted for 
filing as CVOC’s.June 7, 1954 Rate Schedule. 

(3) That CVOC’s first notice of change (designated Supplement No. 3) 
should only be applicable to and supersede those rate schedules and supple- 
ments of the following interest owners in the Cotton Valley Unit who have pre 
viously filed for, and collected subject to refund for the periods indicated, their 
first increased rates: 

















Docket Rate Supple- Effective subject 
No. Name of Co-Owner | schedule | ment to refund 
| No. No. 
| 
| From To 
G-4932 | Middle States Pet. Corp. .........................- 30 4| 525-55 5-2-58 
G-8616 | Seneca Development Company..................... | 2 3 9-1-55 3-27-58 
G-8617 | Kathleen O’Boyle Trust No. 2..................... 2 3 94-55 3-27-58 
CAGES 5 TROIS TOON TONE. isnccncictisdancbiadcdckdssccsde | 14 3} 8-31-55 3-27-58 
Ce-eee | Reet Cae COORD, oo... ncacnnncnanesccescnsncuce --| 17 3] 8-31-55 3-27-58 
ye ee ee eee 8 4] 8-31-55 3-27-58 
G-8621 | Nebo Oi] Company-........................ bi thane ea 2 3 9-1-55 3-27-58 
G-9772 | Woodley Petroleum Company...................... | 6 | 4| 11-15-56 | 4-25-58 
G-10390 | General American Oil Co. of Texas__............... 6 3 | 10-25-56 | 11-23-59 
G-12045 | The Ohio Oil nent. SE i ics cinsig Rimaidenicla alae | 18 3 8-1-57 3-27-58 
G-12194 | Socony Mobil Oil Company 40 4| 814-57 3-28-58 
G-8819 | Mrs. Tom J. Moffitt, et aJ_..........-. | 1 6 10-3-55 3-21-60 
G-8960 | Sunray Mid-Continent Oil Company.........._.... 55 3 | 10-26-55 3-21-60 
G-10928 | Welori Lumber Company..-.-....................-] 2 4 | 11-25-57 3-21-60 


For other interest owners, said first notice of change is inapplicable, is not 
permitted to be filed, and is considered rejected. 


* This request for intervention has been acted upon in a separate order. 
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(4) That CVOC’s second notice of change (designated Supplement No. 4 to 
its FPC Gas Rate Schedule No. 1) is applicable to all interest owners in the 
Cotton Valley Unit, supersedes the rate schedules and supplements of the follow- 
ing interest owners and continues in effect, subject to refund from the date 
indicated the rates of the below-listed interest-owners who have collected their 
second increased rates: 














| Supple- Date 
Docket Name of Co-Owner | Schedule} ment effective 
No. No, No. subject 
to refund 

G-13769 | Middle States Petroleum os Lirkcsauinbblbuicsanittladsbinnlialonniia 30 5 5-5-58 
G-13477 | Seneca Development Co- ee ae 2 4 3-27-58 
G-13479 | Kathleen O’ Boyle Trust MLE LEA REL ETE 2 4 3-27-58 
G-13472 | Hassie Hunt Trust.._-_...--- Caliatenitetee neteningamndat ieiatenittbiles 14 4 3-27-58 
SE Eien ninahintinensinin ci neitnntin devise teiiee a eiplodhmiiaticniads 17 4 3-27-58 
G-13474 | H. L. Hunt---.-.-- ee 8 5 3-27-58 
G-13480 | Nebo Oil Company... puntbawanambanaisin 2 4 3-27-58 
G-13736 | Woodley Petroleum Co. -. 6 5 4-25-58 
G-16512 | General American Oi) Co. of Texas.. 6 4 11-23-59 
G-13475 | The Ohio Oil Company, e¢ al......-- 18 4 3-27-59 
G-13476 | Socony Mobil Oil Co-_............-.. ant 40 5 3-28-58 
PE © A de,  anatthtnineasncedidsanwenninbbalstiancbwnnhanl 2 3 4-958 
RG 0 i Fi gas casicn andmenteonneiamniancaamanraicedinls 2 3 4-9-58 
G-13486 | Carolyn C. Gillmore- wiikainitiesnaddiinnchmaienanten 2 3 4-93-58 
Se 0 ee I oo acascucnancacneqducatunnsnduimanaceas 2 3 4-9-58 
G-18078 | Join W. O' Boyle............-................ wiimaiaiiiesndineniad 2 3 3-27-58 
G-13936 | Pan American Petroleum Corp................-.-..-------.- 104 1 5-21-58 
G-14732 | Sidney G. Myers, Jr., et al_--- cbiniicniaaastensaadagtl 1 4 9-17-59 
PY 0) RI fins dh Siac tidadc otbinndauuadde aibenane aanlides 2 3 4-9 58 
G-19484 | St. Vincents Islands Co_...........-............--.--4----- 2 3 4-9-58 
a, ae ee ee 221 4 7-22-58 


(5) The amount of the second increase filed herein by CVOC is in question 
and has been protested to by the buyer, Louisiana Nevada, therefore, the Com- 
mission considers it necessary and proper in the public interest and to aid in 
the enforcement of the provisions of the Natural Gas Act to enter upon a hear- 
ing concerning the lawfulness of the proposed changes, and Supplement No. 4 
pertaining to those interest owners in the Cotton Valley Unit, except those listed 
in finding paragraph (4) above who have collected their rates effective subject 
to refund, should be suspended and the use thereof deferred as hereinafter 
ordered. 

(6) It is necessary and proper in carrying out the provisions of the Natural 
Gas Act that the proposed rate be made effective as hereinafter provided and 
that CVOC be required to file an undertaking as hereinafter ordered and 
conditioned. 

(7) As required by Section 154.91 of the Regulations under the Natural Gas 
Act, CVOC, as operator, shall make all filings with the Commission for the non- 
signatory co-owners, and as this Regulation forbids the filing of rate schedules 
or rate changes by the non-signatory co-owners, the several rate proceedings in- 
volving certain such non-signatory co-owners in the Cotton Valley Unit should be 
terminated. 


The Commission orders: 


(A) The contract dated October 24, 1940, and the amendments thereto dated 
June 8, 1942 and May 27, 1949, submitted by CVOC on February 18, 1960, on be- 
half of all the co-owners in the Cotton Valley Unit, are hereby accepted for filing 
and designated as Cotton Valley Operators Committee (Operator), et al., FPC 
Gas Rate Schedule No. 1 and Supplements Nos. 1 and 2 thereto. 

(B) Supplement No. 3 to CVOC’s FPC Gas Rate Schedule No. 1 is applicable 
only to those co-owners listed in finding paragraph (3) above and supersedes the 
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rate schedules and supplements and continues the refunding obligation with 
respect to amounts collected for the periods of time indicated in paragraph (3) 
until further order of the Commission. 

(C) Supplement No. 4 to CVOC’s FPC Gas Rate Schedule No. 1 is applicable 
to all interest owners in the Cotton Valley Unit and supersedes the rate sched- 
ule and supplements of those co-owners listed in finding paragraph (4) con- 
tinuing the rates in effect subject to refund pending further order of the 
Commission. 

(D) Supplement No. 4 to CVOC’s FPC Gas Rate Schedule No. 1 shall super- 
sede the following rate schedules and supplements which reflect increased rates 
which were suspended but were not made effective subject to refund: 


Docket Name of Co-Owner Rate Supplement 
No. schedule No. 


I i nhc tres coon aun eMC 
II We CS a sa lisa telemedicine dcinsunamsiabe tot tbetidibintadackap antec aliield 
I Var SUNN | a seni chimniheiaeml salsa nan ien tamale 
G-10942 | M. H. Marr-...-..-...-.... 
G-13705 | Mrs. Tom J. Moffitt, et al_. 
CPSREOS | Bs 26s DEORE .. cccncacsccne 
EES in AERTS II sehen aed aan ead dieninibeinimmmmmbaemedaaele 





We De wr 
Or we 


(E) Pursuant to the authority of the Natural Gas Act, particularly Sections 4 
and 15 thereof, the Commission’s Rules of Practice and Procedure, and the 
Regulations under the Natural Gas Act (18 CFR, Chapter I), a public hearing 
be held upon a date to be fixed by notice from the Secretary concerning the 
lawfulness of the proposed increased rate and charge contained in Supplement 
No. 4 to CVOC’s FPC Gas Rate Schedule No. 1. 

(F) Pending such hearing and decision thereon, Supplement No. 4 to CVOC’s 
FPC Gas Rate Schedule No. 1, except that part applicable to the interests of 
the co-owners listed in finding paragraph (4) above, is hereby suspended and 
the use thereof deferred until March 21, 1960, and until such further time as it 
is made effective in the manner prescribed by the Natural Gas Act. 

(G) The rate, charge and classification set forth in the above-designated 
Supplement No. 4 shall be effective on March 21, 1960: Provided, however, 
That within 20 days from the date of this order CVOC shall execute and file 
with the Secretary of the Commission the agreement and undertaking described 
in paragraph (I) below. 

(H) CVOC shall refund at such times and in such amounts to the persons 
entitled thereto, and in such manner as may be required by final order of the 
Commission, the portion of the rate found by the Commission in this proceeding 
not justified, together with interest thereon at the rate of seven percent per 
annum from the date of payment to CVOC until refunded; shall bear all costs 
of any such refunding; shall keep accurate accounts in detail of all amounts 
received by reason of the rate or charge allowed by this order to become 
effective, for each billing period, specifying by whom and in whose behalf 
such amounts were paid; and shall report (original and one copy), in writing 
and under oath, to the Commission monthly, or quarterly if CVOC so elects, 
for each billing period, and for each purchaser, the billing determinants of 
natural gas sales to such purchasers and the revenues resulting therefrom, as 
computed under the rate in effect immediately prior to the date upon which the 
increased rate allowed by this order becomes effective, and under the rate 
allowed by this order to become effective, together with the differences in the 
revenues so computed. 
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(I) As a condition of this order, within 20 days from the date of issuance 
thereof, CVOC shall execute and file in triplicate with the Secretary of this 
Commission its written agreement and undertaking to comply with the terms 
of paragraph (H) hereof, signed by a responsible officer of the committee, 
evidenced by proper authority from CVOC, and accompanied by a certificate 
showing service of copies thereof upon all purchasers under the rate schedule 
involved, as follows: 

Agreement and Undertaking of Cotton Valley Operators Committee, (Opera- 
tor), et al., to Comply with the Terms and Conditions of Paragraph (H) of 
Federal Power Commission’s Order Making Effective Proposed Rate Changes, 

In conformity with the requirements of the order issued March 18, 1956, in 
Docket No. RI60-195 CVOC hereby agrees and undertakes to comply with the 
terms and conditions of paragraph (H) of said order, and has caused this 
agreement and undertaking to be executed and sealed in its name by its 
officers, thereupon duly authorized in accordance with the terms of the resolution 
of the committee a certified copy of which is appended hereto this 
day of 


Secretary 
Unless CVOC is advised to the contrary within 15 days after the date of filing 
such agreement and undertaking, its agreement and undertaking shall be deemed 
to have been accepted. 

(J) If CVOC, in conformity with the terms and conditions of paragraph 
(H) of this order, makes such refunds as may be required by order of the 
Commission, it shall be discharged of undertaking; otherwise, it shall remain 
in full force and effect. 

(K) For the reason stated in finding paragraph (7) above the following pro- 
ceedings are hereby terminated: Docket Nos. G-—4932, G-—S616, G-—8618, G—8619, 
G-8620, G-—8621, G-—8902, G-—8960, G-8617, G-9772, G—12045, G—13475, G—12194, 
G-13476, G-8819, G-13705, G-8S885, G-9092, G—10390, G—16512, G—10928, G—13936, 
G-10942, G-13738, G-13477, G—13478, G-—13479, G—13480, G-—13481, G—13482, 
G-13483, G-—13484, G-—13485, G-13486, G-13472, G-—13473, G-13474, G-—13769, 
G-13736, G-14496, G-14732, G—18768. 

(L) That part of Louisiana Nevada’s motion of March 3, 1960, requesting 
the Commission to reject and dismiss CVOC’s first and second notices of change 
(Supplements Nos. 3 and 4 to CVOC’s FPC Gas Rate Schedule No. 1), insofar 
as said notices of change seek to retain the original filing date for certain of 
the co-owners of the Cotton Valley Unit, is hereby denied. 

(M) This order is without prejudice to any action the Commission may take 
concerning the invalidated Louisiana Gas Gathering tax. 

(N) Neither the supplement hereby suspended nor the rate schedule sought 
to be altered thereby shall be changed until this proceeding has been disposed 
of or until the period of suspension has expired, unless otherwise ordered by 
the Commission. 

(O) Notices of intervention or petitions to intervene may be filed with the 
Federal Power Commission, Washington 25, D.C., in accordance with the Rules 
of Practice and Procedure (18 CFR 1.8 or 1.37(f) on or before May 2, 1960. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


SHELL OIL COMPANY, DOCKET NO. G-—12192 
ORDER DENYING MOTIONS FOR RECONSIDERATION* 


(Issued March 18, 1960) 


On February 1, 1960, Shell Oil Company (Shell) and Texas Gas Transmission 
Corporation (Texas Gas), in accordance with Section 1.18(e) of the Commis- 
sion’s Rules of Practice and Procedure, submitted a joint Offer of Settlement 
of these proceedings, for the purpose of settling and terminating this matter. 
Louisville Gas and Electric Company, a customer of Texas Gas and an intervener 
herein, on February 8, 1960, submitted a document whereby it joined in and 
agreed to the proposed settlement. By letter of February 10, 1960, we rejected 
the offer of settlement. Thereafter, on February 19, 1960, Shell and Texas Gas 
filed requests for reconsideration of the Commission’s action of February 10, 1960. 
And, on February 23, 1960, Texas Gas filed a supplement to its request for re- 
consideration. We find no good reason for changing our prior decision to reject 
the offer of settlement, and, therefore, conclude that the request for reconsidera- 
tion should be denied. 

The proceedings in this Docket No. G—12192 concern a proposed increased base 
rate of 16.75¢ per Mcf at 15.025 psia, which is now being charged, subject to 
refund, for sales by Shell to Texas Gas of natural gas produced in the Chalkley 
Field, Cameron Parish, Louisiana. This proposed rate is reflected in Supplement 
No. 1 to Shell’s FPC Gas Rate Schedule No. 153. 

The offer of settlement also involves matters which originated before the 
Commission in proceedings in Docket No. G-12191. The only issue in the last- 
mentioned proceedings required a determination of the rate effective for these 
sales on June 7, 1954. By order issued November 12, 1957, 18 FPC 617, after 
a hearing and upon consideration of the recommended decision of the Presiding 
Examiner, we found the base rate in effect on June 7, 1954, to be 8.997¢ per 
Mcf at 15.025 psia. Shell had contended that, upon appropriate application of 
the “favored-nation clause” in its contract, the effective rate on that date should 
have been 12.5¢ per Mcf. However, it was actually demanding and collecting 
on that date the 8.997¢ per Mcf rate. 

Upon appeal by Shell of our order of November 12, 1957, in Docket No. 
G-12191, the United States Court of Appeals for the Third Circuit held that the 
effective rate as of June 7, 1954, for these sales by Shell to Texas Gas was 12.5¢ 
per Mcf (263 F. 2d 223). Petitions of the Commission, Texas Gas and Louisville 
Gas and Electric Company having been granted, 361 U.S. 811, the matter is now 
pending before the Supreme Court of the United States on writs of certiorari, 
Nos. 167 and 170, October Term, 1959. 

The offer of settlement, summarily stated, provided that: 

(1) The proceedings in Docket No. G—12192 be severed from other Section 
4(e) proceedings involving proposed increased rates of Shell which are the 
subjects of consolidated proceedings now fixed for hearing; that the base rate of 
16.75¢ per Mcf (undehydrated gas) involved in Docket No. G—12192 be allowed 
to continue in effect, without obligation to refund, from August 22, 1957 (the 
date it became effective, subject to refund), to the date upon which a newly 
proposed increased rate, to which reference is made hereinafter, becomes 
effective. 

(2) The Commission, Shell, Texas Gas, and other parties to the aforesaid 
cases pending on certiorari in the Supreme Court of the United States as Nos. 


*Order denying second request for reconsideration, issued September 12, 1960, 24 FPC 
407. 
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167 and 170, October Term, 1959, agree in a joint motion to have said cases 
dismissed as moot and settled. 

(3) The Commission agrees to accept—without suspension an amendment to 
(the contract) Shell’s FPC Gas Rate Schedule No. 153, to be hereafter executed 
by Shell and Texas Gas, which would: 

(a) Eliminate the favored-nation price clause from the (contract) rate sched- 
ule involved in the aforesaid proceedings emanating from orders issued in 
Docket No. G—12191. 

(b) Eliminate from the (contract) rate schedule the price redetermination 
clause which may be invoked on January 1, 1962, and January 1, 1957. 

(c) Add 2,200 acres of unproven acreage to the acreage now dedicated under 
the (contract) rate schedule. Shell estimates that the additional acreage con- 
tains 40 billion cubic feet of gas. 

(d) Extend the nominal term of the (contract) rate schedule from December 
31, 1971, to December 31, 1975. 

(e) Provide a base price of 17.0¢ per Mcf (16.75¢ plus 0.25¢ per Mecf for 
dehydration), with a periodic increase to 18.0¢ on January 1, 1962, and 19.0¢ 
on January 1, 1967, and to 20.0¢ on January 1, 1972. 

(f) Eliminate Shell’s present (contract) right to sell “excess reserves” under 
the dedicated acreage to parties other than Texas Gas. According to statements 
made in Shell’s request for reconsideration, these “excess reserves” are esti- 
mated by it to be 70,000,000 Mcf. 

In their separate requests, Shell and Texas Gas reiterate the alleged benefits 
to be gained by the terms of the Settlement Offer, and cite a general support 
by customers of Texas Gas of the offer. They also state that the Commission 
is empowered to terminate the suspension proceedings without hearing, and 
claim that no adverse legal precedent would be outstanding by dismissal of 
the pending cases in the Supreme Court. 

The Commission, upon review of the original Offer of Settlement, the sub- 
sequent requests for reconsideration, and all the material set forth therein, 
and in light of the impact that this offer would have on all of the consuming 
public, does hereby deny Shell and Texas Gas’ requests for reconsideration. 

Shell and Texas Gas would have the Commission accept an increased rate 
of 16.75¢ per Mcf (0.25 cents per Mcf for dehydration) which would add many 
millions of dollars to the costs of the consuming public, without submitting finan- 
cial data in support of the reasonableness of such an increased rate. Shell and 
Texas Gas refer to the acceptance by the Commission of a settlement offer of 
Union Oil Company of California in Docket No. G-4331, et al. However, Union 
Oil Company of California did submit in that proceeding financial data to 
support the reasonableness of the settlement rate. Furthermore, although Shell 
claims 40,000,000 Mef of reserves from the additional acreage, it is noted 
that Texas Gas does not confirm this figure. Nor has Texas Gas confirmed 
that there are approximately 70,000,000 Mcf of reserves that may be considered 
“excess reserves” under the contract as claimed by Shell. Moreover, a termina- 
tion of the case would leave the Third Circuit’s reported opinion not reversed, 
but merely vacated as moot. This is undesirable. 


The Commission finds: 

The requests for reconsideration filed by Shell and Texas Gas set forth no 
new facts or new principles of law which either were not fully considered by 
the Commission when it issued its letter order of February 10, 1960 in Docket 


No. G-12192, or which now having been considered warrant any change in or 
modification of said letter order. 


676—806—64 
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The Commission orders: 


The requests for reconsideration filed February 19, 1960 by Shell and Texas 
Gas as supplemented are denied. 
Commissioners Stueck and Hussey dissenting. 


UNITED FUEL GAS COMPANY, DOCKET NOS. G-2451 and G-—5475 


SUPPLEMENTAL OPINION AND ORDER MODIFYING ORDER DETERMINING ISSUES AND 
DENYING REHEARING 


(Issued March 18, 1960)* 
Syllabus 


. Rate of return should be adjusted for tax benefits that produce a saving (per- 
centage depletion and intangibles), but it should not be adjusted for benefit 
of liberalized depreciation, which generally does not produce a tax saving. 
p. 513. 

. Effect of opinion is to give United Fuel option to retain benefits of liberalized 
depreciation, or to pass them along to customers. P. 513. 

. While expensing intangible well drilling costs effects tax-free return of some 
invested capital, just as would depleting or depreciating intangibles over 
life of property, it has effect ordinarily of providing additional deduction in 
year expenses are incurred without corresponding tax increases in later 
years, resulting in tax savings in year expenses are incurred. P. 515. 

. Tax incentives must be considered in fixing rate of return, not as addition 
thereto. P. 516. 

. Commission denies application for rehearing of, and modifies, Opinion 334. 

Commissioner Connole dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


OPINION 


United Fuel Gas Company by application filed February 17, 1960, and the 
Kentucky Cities* by application filed February 19, 1960 pursuant to Section 
19(a) of the Natural Gas Act have requested rehearing and modification of our 
Opinion No. 334 and order issued January 22, 1960, 23 FPC 127. At that time we 
had before us a rate stipulation agreed to by the parties whereby a cost of serv- 
ice was computed for United Fuel, but the issues were reserved from the stipula- 
tion with respect to the treatment of liberalized depreciation, percentage deple- 
tion and intangible well drilling costs. We determined that United Fuel should 
retain the benefits of liberalized depreciation subject to our requirements with 
respect to deferred tax accounting, but with respect to percentage depletion and 
the intangibles we concluded that, although these tax incentives should be con- 
sidered in fixing rate of return, in this proceeding a rate of return of 6% percent 
had been agreed upon as fair, so that there was no justification for permitting 
an additional allowance. Therefore it would be necessary to eliminate the 
benefits of percentage depletion and the intangibles from the cost of service. 


*Designated Commission Opinion 334-A. Remanded 295 F. 2d 109 (CA 4-1961). 
1 Lexington, Georgetown, Winchester, Cynthiana, Paris, Irvine, Covington, Newport, Fort 
Thomas, Dayton, Bellevue, Catlettsburg, Ravenna, Mount Sterling, Fort Mitchell, Ashland. 
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Upon the basis of these determinations we ordered United Fuel to make appro- 
priate refunds to its customers. 

United Fuel, in its application for rehearing, contends that we improperly 
modified the stipulation and were mistaken in a number of our conclusions 
adverse to it and that in any case we computed an excessive reduction in the 
stipulated cost of service. On the other hand the Kentucky Cities contend that 
we mistakenly favored United Fuel in certain respects and had computed too 
small a reduction in the cost of service. For the reasons set forth below we shall 
deny both applications for rehearing and will leave our opinion and order un- 
modified except for a minor item in the computation of the annual rate reduc- 
tion and refund. 


































liberalized Depreciation 


The Kentucky Cities object to our permitting United Fuel to include in its 
cost of service taxes computed on the basis of straight line depreciation while 
paying lower taxes on the basis of a liberalized method of depreciation in accord- 
ance with Section 167 of the Internal Revenue Code. It will not be necessary 
here to repeat our discussion in Opinion No. 334 or the El Paso case* where we 
held that the purpose of Section 167 was to assist expansion of facilities and 
economic growth; it will only be necessary to comment on several contentions 
made by the Kentucky Cities. 

The Kentucky Cities argue that a result which forbids the passing of tax bene- 
fits to customers might easily be more disastrous to the competitive growth of 
the industry than is said would result from the alleged deprivation of the tax 
incentive to growth. Of course, we are not forbidding United Fuel from passing 
the temporary benefits of liberalized depreciation directly along to its customers. 
United Fuel has sought to retain these benefits, but if it should decide to pass 
them along, for competitive or other reasons, it could do so by an appropriate 
rate filing. As the Kentucky Cities point out, deferred tax accounting in con- 
nection with the use of liberalized depreciation is not mandatory under our Order 
No. 203, 19 FPC 826, 833. The effect of our opinion will be to give United Fuel 
the option to retain this tax incentive. 

The Kentucky Cities contend that we used our discretion in depriving United 
Fuel of the benefits of percentage depletion and the intangibles where the agreed 
rate of return exceeded such benefits, but that it was an improper use of such 
discretion to deny the fruits of the tax benefits to the customers, who, in effect, 
provide the utility with an interest-free loan. We think these arguments are 
misconceived. We are not using our discretion, but following the intention of 
Congress in determining that the utility is privileged to retain initially the 
benefits of all three tax incentives—liberalized depreciation, percentage deple- 
tion and the intangibles. The question of rate of return is, it is true, a matter 
for our discretion, and rate of return should be adjusted for the tax benefits 
that produce a saving, that is percentage depletion and the intangibles, but it 
should not be adjusted for the benefits of liberalized depreciation,*? which does 
not produce a tax saving except under certain assumptions as to future events. 
The customer is not injured by liberalized depreciation ; it pays a rate as though 
this tax incentive did not exist. The utility obtains, in effect, an interest-free 
loan, but if it is a loan, it is a loan not from the customer but from the govern- 
ment. As indicated in our Zl Paso opinion, the amounts credited to the appro- 
priate account for deferred taxes might have a favorable effect on the com- 


























































































































. ? El Paso Natural Gas Co., 22 FPC 260, Docket No. G-4769, rehearing denied 22 FPC 
59. 


* Except possibly for the effect of deferred tax accounting on cost of money. 
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pany’s cost of money and the Commission might consider, in a future proceeding, 
whether to reflect this tendency in determining a fair rate of return. 


Treatment of Intangible Well Drilling Costs 


United Fuel contends that the Commission was in error in holding that the 
tax benefits of intangible well drilling and percentage depletion are the same, 
namely, a tax saving. It says the tax benefit of intangible well drilling costs 
is designed to permit the recovery tax-free of capital expended, and that, except 
for the timing of the deduction, it is no different in effect than the depreciation 
or depletion deductions allowed for tax purposes. The taxpayer, United Fuel 
says, may deduct the intangibles in the year incurred, while in the case of other 
capital expenditures, the tax laws permit a slower rate of capital recovery 
through deductions. In other words, United Fuel contends that the intangibles 
deduction represents a tax deferral rather than a tax saving. The problem 
posed by United Fuel can only be solved by an examination of the deduction for 
intangibles and its effect on taxes. 

An option to deduct as expense the intangible drilling and development costs 
under prescribed regulations is continued by Section 268(c) of the Internal 
Revenue Code of 1954. Proposed regulations provide that the owner of an 
operating mineral interest in oil or gas wells may at his option deduct, that is 
“expense” intangibles, including amounts spent for labor, fuel, repairs, hauling 
and supplies in drilling wells, clearing ground and construction. In other 
words, instead of capitalizing the intangibles and depleting them over the life of 
the well, the producer may deduct them in the year incurred. It appears that 
once the option is exercised it applies to all intangible costs subsequently 
incurred. See proposed Regulation § 1.612-4(a), (d), 603 C.C.H. 3552 and the 
corresponding regulations under the 1939 Code, Regulation 118 § 39.23(m)-16 
(a) (d). 

The nature of the intangibles deduction, as United Fuel says, is to provide 
a method of returning capital tax-free like a deduction for depreciation, except 
that the exercise of the option permits the taxpayer to take the deduction 
entirely the first year rather than spreading it out over the life of the property. 
By exercising the option the producer is deprived of a deduction it may use in 
later years. This is shown by the regulations which set forth the treatment to 
be accorded to intangible items that are capitalized rather than expensed.‘ 
Where such items relate to the drilling of wells, and other matters not repre- 
sented by “improvements” they are recovered through depletion, that is depletion 
on the basis of cost. Where such items relate to the installation of equipment 
or other “improvements” they are recovered through depreciation. Thus it 
would appear, without more, that expensing the intangibles would increase 
deductions and decrease taxes in the year in which the costs are incurred with 
respect to a particular lease but would decrease deductions and increase taxes 
in later years of production from the lease, thus resulting in a tax deferral. 
However, this initial effect is completely altered by the impact of the statutory 
incentive of percentage depletion. 

Under Section 613 of the Revenue Code the allowance for depletion on oil and 
gas wells is the lesser of either 2714 percent of the “gross income” or 50 percent 
of net income. “In no case”, as the statute says, “shall the allowance for 
depletion—be less than it would be if computed without reference to this 
section.” This means that cost depletion must be used for any particular lease 
in question if it would result in a larger deduction than that available from 


«Proposed Regulation § 1.612—4(b), 603 C.C.H. § 3552. 
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percentage depletion. Ordinarily, cost depletion will be effective the first year 
of production because the expensing of intangibles will, under the statute, 
reduce net income and prevent percentage depletion being effective. If the 
lease is a good producer, percentage depletion will be greater than cost depletion 
and will ordinarily be effective in subsequent years. In any year in which 
percentage depletion is effective for a particular lease, the amount of the cost 
depletion deductible is immaterial, so that no reduction of the depletion deduc- 
tion results from the taxpayer expensing rather than capitalizing intangibles. 
On the other hand, if the taxpayer should have elected to capitalize intangibles, 
it would fail to obtain a valuable tax deduction in the first year of production and 
would get no greater deduction for depletion in subsequent years as long as the 
well was a good producer and percentage depletion was effective. 

Thus the statutory right of expensing and deducting the intangibles in the 
year they are incurred by itself would only defer taxes, but the actual effect is 
to increase the deduction in the year the expense is incurred without decreasing 
the deduction in later years, and this occurs because of the use of percentage 
depletion. Thus the two tax incentives, contrary to United Fuel, must be 
considered together. Of course, the producers invariably elect to expense their 
intangibles and obtain a tax saving by doing so with respect to each lease for 
which percentage depletion is applicable. 

Having elected to expense his intangibles, the producer must continue to do 
so rather than capitalizing them for all leases which he develops in the future. 
Expensing intangibles is not, thus, a matter to be considered on the basis of an 
individual lease, but on the basis of its company-wide effect. Percentage de- 
pletion, which determines whether expensing the intangibles results in a tax 
saving on the individual lease basis, would apply to some leases and not others, 
and might apply in some years and not in others. The existence of such an 
irregular and unpredictable pattern gain calls for consideration of the 
company’s operation as a whole. 

United Fuel objects to our statement that intangible well drilling is entirely 
different from liberalized depreciation where the amount of the depreciation is 
known and can be computed for any year during the life of the property. 
United Fuel says the amount of the deduction for intangibles likewise is 
precisely known and no future event changes the amount of the tax benefit. 
Of course, what United Fuel does not take into account is the impact of per- 
centage depletion, which creates a saving when the company’s operations are 
considered as a whole, but which has an unpredictable effect on individual 
leases. 

We conclude that while expensing the intangibles effects a tax-free return of 
some of the invested capital, just as would depleting or depreciating the 
intangibles over the life of the property, it has the effect ordinarily of providing 
an additional deduction in the year the expenses are incurred without corre- 
sponding tax increases in later years. This results in a tax reduction, or tax 
saving in the year the expenses are incurred, and, if rates are charged on the 
basis of taxes computed without the intangibles deduction, the producer will 
receive revenue which is not represented by aay expense and should be 
considered in connection with determining a fair rate of return. 


Treatment of Percentage Depletion 


United Fuel contends that we are depriving it of a valuable property right 
in treating the benefit of percentage depletion by holding that the benefit of 
percentage depletion must be considered in fixing a rate of return, whereas 
percentage dep‘etion seeks to permit the producer to receive tax-free the increase 
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in his capital assets resulting from the discovery and production of natural 
resources. Percentage depletion affords the producer, as we have shown above, 
a deduction that is ordinarily greater than it would obtain from depletion on 
a cost basis. As with the intangibles deduction, if taxes are computed for 
rate making purposes without the benefit of percentage depletion, the producer 
will receive revenue for which there is no corresponding expense. This is an 
item which must be considered in relation to return, and it is our duty under 
the Natural Gas Act to take it inte account in fixing the fair rate of return. 
Here the fair rate of return must be assumed to be 6% percent because of the 
stipulation. We must therefore allow a 6% percent, but since the tax incentives 
apparently produce revenue with respect to well mouth properties that amounts 
to less than this, we are not required by the intention of the tax law to allow 
more. We realize that United Fuel claims that we should allow the 64 percent 
plus the tax allowances, but 6% percent by stipulation meets the requirements 
of a fair return. The statutory incentives that United Fuel claims, in addition, 
are the subject of the reserved issues, and we are not required by the stipulation 
or the constitutional duty to avoid confiscation to allow the incentives in addi- 
tion to a fair rate of return. The tax incentives must be considered in fixing 
a rate of return, not as an addition thereto. 


The Amount of the Refund 





In our decision, we arrived at a total annual reduction in jurisdictional 
rates of $2,172,224, which was to be the basis of the refund ordered. United 
Fuel contends that the stipulation reflects a tax incentive figure of $1,059,269 
and consequently that the refund should be limited by this amount on an annual 
basis. United Fuel also claims that in arriving at the amount of $2,172,224 
for a refund on an annual basis, the Commission erred by the amount of $76,000 
because it assigned the percentage depletion and intangibles tax benefits 
entirely against production and transmission functions and not at all against 
other functions, including distribution. The Kentucky Cities, on the other 
hand, contend that the Commission did not compute an annual rate reduction 
that was large enough. They contend that the Commission improperly reduced 
the tax deductions by the amount of $1,342,657 representing book depreciation 
that we found had already been used to reduce the tax allowance in the 
stipulation. 

United Fuel refers to Exhibits 52 and 53 to show that the tax allowance of 
$5,056,579 including in Exhibit 38, which was embodied in the stipulation in 
the understanding of the parties includes only the amount of $1,059,269 repre- 
senting the tax incentives. While some of the parties may have had such 
an understanding, the stipulation does not so limit the effect of the tax incen- 
tives. We are of the opinion that it would be unjust to other parties to interpret 
the stipulation so as to limit the effect of the tax incentives to $1,059,269 when 
the stipulation leaves the determination of the tax incentives open “to the same 
exent as if this stipulation had not been entered into” and the evidence supports 
giving a greater effect to these incentives. The stipulation provides: 

All parties hereto and Commission staff specifically reserve all of their 
rights and defenses . . . on each of the following issues reserved by the 
following parties for litigation ; provided, such respective parties go forward 
with their case in chief: 































* . * * * * * 


(c) The issues reserved by the Kentucky Cities with respect to Federal 
Income taxes to be included in the cost of service for rate-making purposes 
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for the period commencing January 1, 1956, to the same extent as if this 
stipulation had not been entered into; 

(i) The effect of accelerated depreciation under Section 167 of the 
Internal Revenue Code of 1954 on the income taxes to be included in the 
cost of service for rate-making purposes. 

(ii) The treatment of the statutory depletion allowance under the Inter- 
nal Revenue Code in determining the income taxes to be included in the 
cost of service for rate-making purposes. 

(iii) The treatment of intangible productive well drilling costs insofar 
as it affects income taxes to be included in the cost of service for rate- 
making purposes. 

This means that the computation of the amount of the tax incentives is 
left open by the stipulation. As indicated by our order of October 19, 1956, 
16 FPC 1069, the settlement was on a limited basis. The stipulation. includes 
an allowance of $5,056,579 for Federal and State income taxes; how much of 
this represents tax benefits is not specified. We have determined that for the 
purposes of cost of service, which should be representative of the future, 
we should use the five-year average deduction for the intangible well drilling 
costs rather than the unrepresentative amount of $648,308. This would create 
a wide difference in the tax benefits between those determined by us and those 
postulated by United Fuel, although United Fuel denies that its tax benefit 
figure of $1,059,269 was obtained by using 1955 deductions rather than a 
five-year average. What we arrived at is a computation of the tax benefits 
which will be representative of the future. What is left is a tax allowance 
that reflects actual taxes that would be paid after deducting representative 
amounts for percentage depletion and the intangibles. 

United Fuel argues that its position with respect to the tax benefits included 
in the stipulation is supported by ordering paragraph (F) of the Commission’s 
order of October 19, 1956 (16 FPC at p. 1075) where we required United 
Fuel to “report monthly to the Commission the amounts involved in the issues 
reserved by the Kentucky Cities with respect to Federal income tax allowance 
applicable to United Fuel’s total production and transmission operations.” 
United Fuel says that such a report was not possible unless there was a 
meeting of the minds as to the dollars involved in the issues reserved. As 
United Fuel states, it did make such reports using the amount of $1,059,269 
as a basis. Our ordering clause (F) was designed to require the submission 
of data so as to assist us in determining the amount of any necessary refunds. 
United Fuel was given the freedom to make the necessary computations in 
the way it deemed proper. There was no necessity in advance for an under- 
standing as to how those computations should be made, and we are not bound 
by the contents of the reports filed with us. The data was accumulated and 
was available to us at the time we reached the case for final decision. 

Finally, United Fuel contends that in arriving at our figure providing for 
a refund of $2,172,224 on an annual basis, we erred in our calculation by 
the amount of $76,000. This error, United Fuel says, is due to the fact that 
in computing the amount of the refund, the Commission assigned the per- 
centage depletion and intangible deductions entirely against the production 
and transmission functions although a portion of these deductions is properly 
allocable to distribution operations. In response to a letter from us dated 
February 19, 1960, United Fuel on March 7, 1960, submitted an explanation 
and computation with respect to this amount. Upon the basis of this submittal, 
which was served on all parties who had received the application for rehearing, 
we are of the opinion that United Fuel is correct and our opinion and order 
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are in error with respect to this de minimis item. The computations are 
consistent with Exhibit 38,5 which is embodied in the stipulation agreed to 
by the parties. They show that there is a negative Federal income tax with 
respect to well mouth property which must be allocated among the other func- 
tions, including distribution. This allocation results in an amount of $76,428 
representing a net offset to the Commission’s reduction of the cost of service. The 
total refund of $2,172,224 ordered by Opinion No. 334 becomes $2,095,796, 
divided between demand cost in the amount of $579,921 and commodity cost 
in the amount of $1,515,875. We shall require that United Fuel use these 
modified figures in submitting a plan for making refunds as required by 
paragraph (A) of our order of January 22, 1960. 

The Kentucky Cities, on their part, contend that we should not have con- 
sidered in any way the tax allowance of $5,056,579 in Exhibit 38 in arriving 
at our annual reduction of $2,172,224, now modified to $2,095,796 in this order. 
They say that Exhibit 38 was no part of the reserved tax issues in this case. 
Therefore we should not have deducted the amount of $1,342,657, representing 
book depreciation for prior years, in arriving at the amount of the tax benefits 
which we eliminated from the cost of service. The Kentucky Cities would 
compute a refund of $3,196,422 in place of our $2,172,224, now modified to 
$2,095,796. 

We think the Kentucky Cities are incorrect for two reasons. In the first 
place the stipulation of September 27, 1956, to which the parties agreed, provides 
that “United Fuel Gas Company’s Cost of Service for the test period is 
reflected in Exhibit No. 38 in this proceeding, subject only to the specific 
reservations subsequently stated herein.” As we have noted, Exhibit 38 in- 
cludes an allowance for taxes in the amount of $5,056,579. The reservations 
quoted above excluded from the effect of the stipulation the issues with 
respect to the three tax incentives; it did not exclude from the stipulation 
the total tax figure of $5,056,579. Thus it is proper to use the $5,056,579 as 
a basis from which to deduct the tax benefits of percentage depletion and the 
intangibles. However, the evidence shows that the stipulated amount of 
$5,056,579 was reached after deducting $1,342,657 in book depreciation. There- 
fore it would be entirely inequitable not to give United Fuel credit for this 
deduction that had already been made. 

In the second place, if we entirely neglect the tax allowance of $5,056,579 
in the stipulation, or its derivation, we are of the opinion that a net tax 
benefit, rather than a gross tax benefit, should be eliminated from the cost 
of service. In our opinion we found that statutory depletion (that is per- 
centage depletion or cost depletion whichever is applicable) on all of United 
Fuel’s producing properties amounted to $2,162,927 for the test year 1955 
and consisted principally of percentage depletion, for the amount of deple- 
tion charged on the books on a cost basis is only $96,720. From the amount 
for statutory depletion we deducted the book depletion of $96,720, book de 
preciation of gas well construction applicable to 1955 expenditures in the 
amount of $11,100 and book depreciation of gas well construction applicable 
to expenditures for prior years in the amount of $1,342,657. The latter two 
amounts included book depreciation of the intangible items. The amounts 
of $96,720, $11,100 and $1,342,657 represent deductions that United Fuel will 
have had in the absence of the statutory tax incentives relating to percent- 
age depletion and the intangibles. We then added the five-year average 
deduction in the amount of $2,135,201, representing expensing of the intangibles 


5In computing the tax reduction, United Fuel used the factor of .9601693, which was 
approximately that used by the Commission. This represents an effective tax rate of 
48.984 percent rather than the 48.88 percent shown in footnote 15 to Opinion 334. 
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in the year incurred, to arrive at our total net deductions of $2,847,651. Our 
purpose was to gauge the effect of the deductions arising from the tax incentives 
over the deductions that United Fuel would have had anyway. Therefore we 
computed the net benefits of the tax incentives as the annual reduction in rates, 
and this could be done irrespective of the origin or make-up of the $5,056,579 
allowance for income taxes in the stipulation. 

While United Fuel has not asked for an extension of time within which 
to perform the acts required by our order of January 22, 1960, in view of 
its application for rehearing* and the modifications we are making in our 
order with respect to the computation of the total annual reduction in juris- 
dictional rates, we shall extend the time for performing the requirements 
of our order from the date of issuance of this order on rehearing. 


The Commission finds: 


The assignments of error and grounds for rehearing in the above appli- 
cations for rehearing set forth no new facts or principles of law which were 
not fully considered by the Commission when it issued its Opinion No. 334 
and order of January 22, 1960, or which having now been considered war- 
rant any change or modification of said opinion and order except as pro- 
vided below. Such specifications of error, contentions and arguments contained 
in the above application for rehearing as are not specifically disposed of in the 
foregoing are without reasonable basis in law, or are immaterial to the correct 
decision of this case, and should be denied. 

The Commission orders: 

(A) The applications for rehearing filed by United Fuel and the Kentucky 
Cities are hereby denied. 

(B) The reduction in cost of service on an annual basis referred to in 
paragraph (A) of our order of January 22, 1960 as $2,172,224 shall be 
changed $2,095,796 distributed, $579,921 to the demand component and $1,515,875 
to the commodity component. 

(C) The time for filing the plan of refund required by paragraph (A) 
of our order of January 22, 1960, shall be extended 70 days from the issuance 
of this order on rehearing. As required by paragraph (B) the refunds 
shall be made within 60 days after the approval of the plan of refund by 
the Commission; as required by paragraph (C) a report on the refund shall 
be filed within 75 days after approval of the plan of refund; and as required 
by paragraph (D) revised tariff sheets shall be filed within 30 days after 
approval of the plan of refund. 

Commissioner Connole dissenting and adheres to the views expressed in dis- 
senting statement accompanying Opinion No. 334. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


GEORGE R. BROWN, DOCKET NO. G-—16667 
ORDER CONDITIONALLY TERMINATING PROCEEDING 
(Issued March 21, 1960) 


On September 29, 1958, George R. Brown (Brown) tendered for filing 
Supplement No. 2 to his FPC Gas Rate Schedule No. 3 for his jurisdictional 


® The mere filing of an application for rehearing does not operate as a stay of the Com- 
mission’s order under Section 19(c) of the Natural Gas Act. 
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sales of natural gas to Texas Eastern Transmission Corporation (Texas East- 
ern) from a lease on the Ramsey Prison Farm, South Lochridge Field, Brazoria 
County, Texas. In Supplement No. 2, Brown proposed a two-step periodic in- 
crease in rate from 14.2¢ to 14.6¢ per Mcf which was suspended until April 1, 
1959, by the Commission’s order issued herein on October 30, 1958. No motion 
has been filed to place said Supplement No. 2 into effect. 

On February 5, 1959, Brown filed a motion to terminate the proceeding herein. 
In support of his motion Brown submitted a one-page cost of service exhibit, 
which purportedly indicated that his costs exceeded his revenues; stated that, 
if a field price criterion is to be used, his price is in line with or less than prices 
being paid in the same general area; and estimated that his proposed increase 
would amount to approximately $960.99 per year. 

A review of Brown’s “Cost of Service for Period September 1, 1957, through 
August 31, 1958” together with the results of staff’s field investigation indicates 
that the cost data were limited to this particular sale, that no costs on a total 
jurisdictional basis were furnished, and that the test year period is considered 
as not being truly representative due to the unusual production situation. In 
regard to the production situation, all production during the twelve month 
period ended August 1958 came from two zones which are no longer capable of 
production. Production related to the first nine months of the year ended 
September 1959, came from one zone which is no longer capable of production, 
and production related to tne last three months thereof came from a new zone 
which is the only zone still producing. 

It is noted, however, that Brown’s FPC Gas Rate Schedule No. 3, which 
is Brown’s and Texas Eastern’s contract dated December 15, 1955, contains a 
two-party favored-nation clause. In this regard, Texas Eastern has been 
successfully conducting a program for the elimination of favored-nation clauses 
from its contracts with other producers. Accordingly, in this instance, it is 
considered that due to the nominal amounts involved, the proceeding herein 
should be terminated and said Supplement No. 2 should be accepted for filing 
to become effective as of the date of issuance of this order provided that Brown 
negotiates with Texas Eastern an amendment of his FPC Gas Rate Schedule 
No. 3, which deletes the favored-nation clause therefrom and files such amend- 
ment as hereinafter provided. 


The Commission finds: 


It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that Supplement No. 2 to George R. 
Brown’s FPC Gas Rate Schedule No. 3 should be accepted for filing to become 
effective as of the date of issuance of this order and that the proceeding in 
Docket No. G—16667 should be terminated; Provided, however, That Brown 
negotiates with Texas Eastern an amendment of his FPC Gas Rate Schedule 
No. 3 which deletes the favored-nation clause therefrom and files such amend- 
ment as hereinafter provided. 


The Commission orders: 


Supplement No. 2 to George R. Brown’s FPO Gas Rate Schedule No. 8 is 
accepted for filing to become effective as of the date of issuance of this order 
and the proceeding in Docket No. G-—16667 is terminated; Provided, however, 
That within 30 days from the date of issuance of this order Brown negotiates 
with Texas Eastern an amendment of his FPC Gas Rate Schedule No. 3 which 
deletes the favored-nation clause therefrom and files with the Commission such 
amendment as a supplement to his FPC Gas Rate Schedule No. 3 under Part 
154 of the Commission’s Regulations under the Natural Gas Act. 

Commissioner Connole not participating. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


BRUCE ANDERSON, ET AL., DOCKET NO. G—20454 
ORDER DENYING MOTION FOR RECONSIDERATION 
(Issued March 22, 1960) 


By order issued December 23, 1959, we suspended a proposed increased rate 
filed by Bruce Anderson, et al. (Anderson), which was designated as Supple 
ment No. 1 to Anderson’s FPC Gas Rate Schedule No. 2, until May 24, 1960, and 
until such further time as it is made effective in the manner prescribed by the 
Natural Gas Act. The proposed increased rate was for sales of natural gas 
produced in the Greenwood Field, Morton County, Kansas, to Colorado Interstate 
Gas Company (Colorado Interstate) and superseded the rate schedules desig- 
nated as Cities Service Oil Company (Operator), et al. FPC Gas Rate Schedule 
No. 87, only insofar as it pertains to Anderson’s interests therein, and M. A. 
Machris and Bruce Anderson FPC Gas Rate Schedule No. 1 

On January 15, 1960, Anderson filed a motion requesting the Commission to 
reconsider its suspension order and vacate same or, in the alternative, to shorten 
the suspension period to January 24, 1960, ‘‘or to such other shortened period as to 
the Commission may seem just and reasonable.” 

In support of its motion, Anderson states that in late 1958, Colorado Inter- 
state renegotiated most of its purchase contracts in the Greenwood Field, in- 
cluding petitioners’ interests therein. All of petitioners’ interests in the field 
were consolidated under one contract to which the operator was not a signatory 
party. The operator filed for a rate increase under its new contract in Decem- 
ber 1958; however, the petitioners did not file for an increase inasmuch as they 
assumed that the filing of the operator would be applicable as to them. It was 
not until some time after the operator’s rate increase became effective, i.e., Tune 
1, 1959, subject to refund in Docket No. G—17313, that petitioners became aware 
that a separate filing would have to be made by them inasmuch as the operator 
was not a signatory party to their contract and therefore could not file for them. 
This misunderstanding on the part of petitioners was the reason for their un- 
timely filing for the rate increase involved herein. 

Anderson further states that their failure to make a timely filing was due to 
lack of familiarity with Commission procedure and that they have suffered con- 


siderable economic loss in comparison with the other producers in the same 
field. 


The Commission finds: 


The motion of Anderson, filed January 15, 1960, should be denied as Anderson 
has set forth no new facts and no principles of law which were either not fully 
considered by the Commission when it issued its order of December 23, 1959 or 
which now having been considered warrants any change in or modification of 
said order. 


The Commission orders: 


Anderson’s motion for reconsideration or, in the alternative, to shorten the 
suspension period, filed January 15, 1960, is hereby denied. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 









THE OHIO OIL COMPANY,’ DOCKET NOS. G-12045, G-11848; SOCONY 
MOBIL OIL COMPANY, INC. (FORMERLY MAGNOLIA PETROLEUM 
COMPANY), G—11988, G-13476; MRS. TOM J. MOFFITT, ET AL., G-6391; 
P. G. LEGENDRE, G-6715; FLOYD H. BROWN, G—9092, G-6713; GENERAL 
AMERICAN OIL COMPANY OF TEXAS, G-10390, G-3895, G-—16512; 
WELORI LUMBER COMPANY, G-10928, G-6999; I. B. ROUGON, G-3235; 
FRANK TREAT, G-2943; TEXAS GULF PRODUCING CO., G-3147; JABCO, 
INC., G-3011; MRS. KATHERINE ATKINS, G-3027; PAN AMERICAN 
PETROLEUM CORPORATION (FORMERLY STANOLIND OIL & GAS 
CO.), G—13936, G-7492; PHIL K. COCHRAN, G-3272; SAM SKLAR, 
TRUSTEE, G-4207; R. A. BRISTOL, G-5212; RALPH A. BRISTOL, AGENT 
FOR MARION JEAN BRISTOL WAKEFIELD, G-5208; MARR COMPANY 
(M. H. MARR), G-4085; THE PARDEE COMPANY, G-—7672; WASATCH 
CORPORATION, G—4132; AIRFLEETS, INC., G-4135; AMERICAN PETRO- 
FINA COMPANY INCORPORATED (FORMERLY PETRO-ATLAS COR- 
PORATION, FORMERLY SAN DIEGO CORP.), G-4136, G-10496; JOHN 
W. O’BOYLE, G-13478; KATHLEEN O’BOYLE TRUST NO. 2, G-—13479; 

NEBO OIL COMPANY, INC., G-13480; ALAN L. COREY, G-13481; JAMES 

CRAIG JOYNER, G-13482; HENRY SEARS, G-13483; ST. VINCENTS 

ISLAND COMPANY, G—13484; A. L. COREY, JR., G-13485; CAROLYN C. 

GILLMORE, G-13486; HASSIE HUNT TRUST, G-—13472; HUNT OIL CO., 

G-13473 ; H. L. HUNT, G-13474; UNION PRODUCING COMPANY, G-14496, 

G-14306; SIDNEY G. MYERS, JR., G-14732; A. G. OLIPHANT, ET AL., 

G-18768, G—18345. 



























ORDER DENYING APPLICATION FOR REHEARING 


(Issued March 22, 1960) 





On February 23, 1960, Louisiana Nevada Transit Company (Louisiana 
Nevada) filed in the above-captioned non-consolidated proceedings an application 
for rehearing and reconsideration of the order issued February 9, 1960, 23 
FPC 315, by the Commission in these proceedings insofar as said order denied 
Louisiana Nevada’s petition to intervene in each of the above-entitled 
proceedings. 

Each of these proceedings involves either a certificate or a rate matter 
relative to the sale of natural gas to Louisiana Nevada from the Cotton Valley 
Field, Webster Parish, Louisiana. 

The Commission in its February 9, 1960 order denied Louisiana Nevada’s 
petitions for intervention on the grounds that to effectuate Commission Order 
No. 190? and Opinion No. 314,* as amended by the Commission’s Order of Decem- 
ber 10, 1959, the individual proceedings, must be terminated, and to allow inter- 
vention at this time would serve neither the interests of Louisiana Nevada nor 
the other parties to these proceedings. 

On February 18, 1960, Cotton Valley Operators Committee (CVOC), as 
operator for all the interests owners in the Cotton Valley Unit, filed an appli- 
eation for a certificate of public convenience and necessity and a rate schedule 



















1The respondents in this caption are interest owners in the Cotton Valley Unit and 
are not consolidated one with another. 

2? Sections 154.91 and 157.23 of the Regulations under the Natural Gas Act. 
® Issued July 23, 1958, 20 FPC 70. 
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and two notices of change. In a motion filed March 3, 1960, directed toward 
these filings of CVOC, Louisiana Nevada has, among things, petitioned for leave 
to intervene in both the certificate and the rate proceedings. By separate order 
issued this day* Louisiana Nevada has granted its request for intervention. 
We, therefore, believe that all the rights of Louisiana Nevada in these pro- 
ceedings will be fully safeguarded and protected by our action. 

The Commission finds : 


For the reasons above-stated, Louisiana Nevada’s application for rehearing 
filed February 23, 1960, should be denied. 


The Commission orders: 


The application for rehearing filed by Louisiana Nevada on February 23, 1960, 
is hereby denied. 


Commissioner Kline not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


OKLAHOMA GAS AND BLECTRIC COMPANY, DOCKET NO. E-6926 


ORDER AUTHORIZING ACQUISITION AND MERGER 
OR CONSOLIDATION OF FACILITIES 


(Issued March 24, 1960) 


Oklahoma Gas and Electric Company (“Oklahoma”), incorporated under the 


laws of the State of Oklahoma and doing business in the States of Oklahuma 
and Arkansas, with its principal place of business in Oklahoma City, Oklahoma, 
filed an application on February 5, 1960, for an order, pursuant to Section 203 
of the Federal Power Act, authorizing it to acquire and merge or consolidate 
with its own facilities that portion of Central Rural Electric Cooperative’s 
(“Central”) electric distribution system situated within the corporate limits of 
Oklahoma City, Oklahoma and certain of its incorporated suburbs. Central 
is a corporation organized under the laws of the State of Oklahoma and doing 
business in that State, with its principal place of business in Oklahoma City, 
Oklahoma. 

Oklahoma proposes to acquire that portion of the electric distribution system 
of Central which is located in Oklahoma City and the incorporated suburbs of 
Spencer and Midwest City, for which it will, according to the application, pay 
Central a total cash consideration of $846,686. This total amount will be com- 
posed of $811,186 for electric plant, $4,500 for other net assets, $15,000 for certain 
attorneys’ fees of Central, and $16,000 for out of pocket expenses of Central. 

The electric facilities which Oklahoma proposes to purchase consist princi- 
pally of 44.5 miles of distribution lines and other related equipment and 
appurtenances used to serve 717 residential customers and 58 other customers. 
Upon completion of the transaction here contemplated, Oklahoma states that it 
will continue to use the above-described facilities to serve the public in the 
area now served by Central. 

Oklahoma is engaged in the business of furnishing electric service at retail in 
261 communities and contiguous rural and suburban territories in Oklahoma and 
western Arkansas and electric energy at wholesale for resale in 12 additional 


*Cotton Valley Operators Committee (Operator), et al., Docket Nos. CI60—-210 and 
Docket No. RI60. 
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communities and to 7 rural electric cooperative associations. Oklahoma owns 
and operates 7 steam-electric generating stations with a combined nominal 
eapacity of 789,996 kw and two internal-combustion electric generating stations 
with a combined nominal capacity of 5,599 kw. It owns, and operates, also, an 
extensive transmission system consisting of 142.43 miles of 161 kv line; 292.99 
miles of 138 kv line; 1,596.24 miles of 66 kv line; 315.04 miles of 33 kv line; and 
679.42 miles of 22 kv line. 

The proposed transaction will result in an acquisition adjustment of $701,363, 
based upon amounts as of December 31, 1959. Oklahoma proposes to eliminate 
the entire amount of the acquisition adjustment by a charge to Earned Surplus. 

Oklahoma indicates that the proposed acquisition and merger of facilities 
will be in the public interest inasmuch as the distribution system now owned 
by Central within the corporate limits of Oklahoma City and certain of its 
incorporated suburbs will be integrated into Oklahoma’s system, its power 
source strengthened and its voltage uniformity improved, substantially im- 
proving operating efficiency in the area. 

Written notice of the application has been given to the Arkansas Public 
Service Commission, the Oklahoma Corporation Commission, and to the Gover- 
nors of each of those States. Notice of the application was also published 
in the Federal Register on February 19, 1960 (25 F.R. 1499), stating that any 
person desiring to be heard or to make any protest with reference to said appli- 
eation should on or before March 7, 1960, file with the Federal Power Com- 
mission, Washington 25, D.C., petitions or protests. No petition or protest 
or request to be heard in opposition to the granting of the application has 
been received. 

The application indicates that the proposed transaction is not subject to 
approval by any other regulatory body. 


The Commission finds: 


(1) Oklahoma is a corporation organized and existing under the laws of 
the State of Oklahoma. It owns and operates facilities for the transmission and 
sale at wholesale of (a) electric energy which is generated in Oklahoma and 
consumed in Arkansas and Kansas, and (b) of electric energy which is generated 
in Arkansas, Kansas, and Texas and consumed in Oklahoma. These facilities 
are in addition to and do not include facilities used for the generation of 
electric energy or facilities used in local distribution or only for the transmission 
of electric energy consumed wholly by the transmitter; and Oklahoma is, there 
fore, a public utility within the meaning of that term as used in Section 201 
of the Federal Power Act. 

(2) By the proposed transactions, as described above, Oklahoma will acquire 
and merge or consolidate its facilities subject to the jurisdiction of the Com- 
mission with facilities of Central, another person within the meaning and 
subject to the requirements of Section 203 of the Act. 

(3) The proposed acquisition and merger or consolidation of facilities of 
Central with its own facilities by Oklahoma will be consistent with the public 
interest for the reasons set forth in the recital above. 

(4) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed acquisition and merger or consolidation of the facilities 

of Central with those of its own by Oklahoma, as described above, is authorized 


and approved upon the terms and conditions set forth in the application, subject 
to the provisions of this order. 
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(B) Oklahoma shall account for the proposed transaction in accordance with 
the provisions of this Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees; and Oklahoma shall dispose of any amount 
determined to be properly classifiable in Account 100.5, Electric Plant Acquisi- 
tion Adjustments, by a charge to Account 271, Barned Surplus. 

(C) This authorization shall expire unless the transactions herein authorized 
are consummated within 90 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuations, estimates or determinations of cost, or any other matter whatso- 
ever which is now pending or may come before this Commission, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 


estimate or determination of cost or any valuation of property claimed or 
asserted. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


L. L. ROBINSON, DOCKET NOS. G-11592 AND G—16651 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDINGS 


(Issued March 24, 1960) 


On February 24, 1960, L. L. Robinson (Robinson) tendered for filing an 
Offer of Settlement pursuant to Section 1.18(e) of the Commission’s Rules of 
Practice and Procedure, of the rate suspension proceedings involved in the 
above-entitled matters. The suspension proceedings involved concern Robinson’s 
jurisdictional sales of natural gas to Texas Eastern Transmission Corporation 
from the Greenwood-Waskom Field, Caddo Parish, Louisiana. 

Robinson’s suspended rate changes involved in this offer of settlement and the 
subject of this Offer of Settlement are as follows: 


Rate Supple- Suspended Order sus- Date rate 
Docket No. schedule ment rate,! cents pending made effec- 
oo per Mef rate issued tive subject 
| (15.025 psia) to refund 
| 





GROEN. uni --kis ce - aand mass 
G-11592- _... 

G-11592 

G-15782 


15.9257 | 10/30/1958 | @) 
1) 


31/1958 4 9/11/1958 


14.6405 | 12/14/1956 | 8/12/1957 


15. 5155 | 


1 Rate includes tax reimbursement. 
2 This supplement has not yet been made effective. 


3 An order issued Mar. 11, 1959, permitted the filing of this supplement, which reflects reimbursement 
of the increase in the Louisiana gas severance tax and the decrease of the Louisiana gas gathering tax and 
allowed it to become effective without modification of the suspension proceedings in Docket No. G-11502. 

4 This rate was suspended until August 2, 1958, or until the date upon which Supplement No. 2 to FPC 


= Rate Schedule No. 2 was made effective, whichever was later. Collection of this rate commenced 
ept. 11, 1958. 


In his Offer of Settlement Robinson proposes acceptance of the aforementioned 
increased rates contained in Supplement No. 4 to his FPC Gas Rate Schedule 
No. 2 and termination of the suspension proceedings in Docket Nos. G-11592 
and G—16651, and that Robinson be relieved of any and all refund obligations 
in connection with such suspension proceedings. The proceedings in Docket 


No. G-—15782 Louisiana gas gathering tax increase are expressly excluded from 
this offer. 
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If the Offer is accepted by the Commission, Robinson will execute and file 
an amendment in accordance with Appendix A* eliminating the favored nation 
clause from Rate Schedule No. 2. In addition, Robinson will substitute re 
vised schedules for periodic escalations occuring in November 1963, November 
1968, and November 1973, in lieu of the present schedules of annual escalations 
under this contract. 

In support of his Offer of Settlement, Robinson states that the favored 
nation provisions contained in the basic contract were important elements of 
consideration required by him under such contract for the long term commit- 
ment of his gas reserves to the performance of said contract. These elements 
of consideration provided him with a means of protecting himself against 
inflation and increased valuation of gas during the more than twenty-year 
term of this contract, and were included in the contract after arm’s-length 
negotiation. In the interest of settling these cases, he is now willing to give 
up for the remainder of the term of the contract the important advantage 
of these “favored nation” provisions. 

In addition, Robinson states that the price, 14.0507¢ per Mcf. which price 
is the base price offered as the basis of this settlement, is a reasonable and 
fair current price for the gas being produced and delivered under the contract 
herein involved; that such price is far below the level of prices in contracts 
recently negotiated for gas being produced in the same area; and that gas 
is being purchased from fields in the near vicinity of that from which the gas 
sold under his contract is produced, under contracts which provide for a price 
in excess of that stated above. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, 
in the event the Offer is accepted by the Commission, to make the contract 
changes or amendments provided for in the Offer. 

In our judgment, settlement of these proceedings in accordance with the 
Offer of Settlement is desirable in the public interest and appropriate to carry 
out the provisions of the Natural Gas Act. Robinson is proposing to eliminate 
his favored nation clause and related provisions in his contract with Texas 
Eastern involved herein, to waive all his future rights and benefits thereunder, 
and to substitute a revised schedule of periodic escalations occuring in Novem- 
ber 1963, November 1968, and November 1973, in lieu of the present schedule 
of annual escalations under this contract, as provided in the Offer. 

The proposed Offer of Settlement would be beneficial to the public and 
advantageous to all concerned, by relieving the Commission and Robinson 
as well as the customer company of the time and expense which might be 
necessary to the conduct of formal hearings in such rate cases as might other- 
wise arise under the favored-nation provisions of this contract. The resulting 
stability in gas costs would be welcome to all segments of the natural-gas 
industry. Furthermore, freeing the Commission from the need of considering 
such proposed increases would enable us to concentrate our efforts on other 
rate cases and other matters having possibly more serious consequence for 
the public and the consumer. 

However, we desire to make it clear that acceptance of this Offer of Settle- 
ment shall not be construed as approval of any future increased rates proposed 
by Robinson under the periodic escalation provisions or otherwise. 

The Commission finds: 


The proposed settlement of the rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Robinson 
with the Commission on February 24, 1960, and in the Appendix A attached 


*Omitted in printing. 
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to this order, is in the public interest and appropriate to carry out the pro- 
visions of the Natural Gas Act and should be approved by the Commission and 
made effective as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Robinson on February 24, 1960, is 
hereby accepted in accordance with the provisions of this order. 

(B) Robinson shall execute with Texas Eastern, in accordance with Ap- 
pendix A, amendments to these parties’ Gas Purchase Contract dated August 
22, 1955, as amended, filed with the Commission as Robinson’s FPC Gas Rate 
Schedule No. 2. 

(C) Robinson shall, within 30 days from the date of issuance of this order, 
file with the Commission as a supplement to the aforesaid FPC Gas Rate Sched- 
ule No. 2, under Part 154 of the Commission’s Regulations under the Natural 
Gas Act, the executed agreements with Texas Eastern required by paragraph 
(B) above. 

(D) Provided Robinson makes the satisfactory filing in accordance with para- 
graph (C) above, the rates and charges contained in Supplement No. 4 to Rob- 
inson’s FPC Gas Rate Schedule No. 2 are hereby allowed to become effective 
without obligation to refund, and Robinson is hereby discharged from any 
liability for any refunds on account of the suspension of the proposed increased 
rates in the dockets referred to above. 

(E) The proceedings in Docket Nos. G-—11592 and G—16651 are hereby 
terminated. 

(G) The acceptance of this Offer is without prejudice to any findings or de- 
terminations that may be made in any proceeding now pending or hereinafter 
instituted by or against Robinson. 


Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo—Borger Express, Inc. v. United States, 138 F. 
Supp. 411) 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


UNITED STATES DEPARTMENT OF THE INTERIOR, BONNEVILLE 
POWER ADMINISTRATION, DOCKET NO. B-6905 


ORDER CONFIRMING AND APPROVING RATES AND CHARGES 
(Issued March 24, 1960) 


The Secretary of the Interior, on behalf of the Bonneville Power Administration 
(Bonneville), on October 13, 1959, filed with the Federal Power Commission for 
confirmation and approval, pursuant to the Bonneville Act (50 Stat. 731), as 
amended, proposed wholesale rates and charges for electric energy supplied under 
Bonneville’s approved Wholesale Power Rate Schedule E-4 and General Rate 
Schedule Provisions, subject to modifications, in accordance with a power sales 
contract executed September 22, 1959, by Bonneville and the City of Coulee Dam, 
Washington. 

The Coulee Dam Community Act of 1957, approved August 30, 1957 (71 Stat. 
524), recites that its purpose, in connection with the Columbia Basin project 
is, in part, to authorize the disposal of certain Federal property in the unin- 
corporated area in the State of Washington known as the town of Coulee Dam 
in order that the United States may withdraw from ownership and operation of 
the town and that the people of that area may enjoy self-government, and to 

676—806—64——_36 
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facilitate the establishment by them of a municipal corporation under the laws 
of the State of Washington. In furtherance of its purpose, the Act authorizes, 
among other things, the sale of lands and improvements in the town area acquired 
or built by the United States for the construction and operation of Grand Coulee 
Dam and not needed for Federal purposes, except that ownership of any Federally 
owned municipal-type property, including street-lighting, electric feeder lines, 
and power distribution system situated in and serving the town area is to 
be transferred without cost to any municipal corporation embracing such area. 
Furthermore, under Section 7(c) of the Act, the Secretary of the Interior is au- 
thorized to make available, as power and energy reserved for the operation and 
maintenance of the Columbia Basin project, for users in the town area and to 
other communities within three and one-half miles of Grand Coulee Dam served 
by municipally-owned distribution systems, such amount of power and energy 
as, in his judgment, is needed to meet load requirements for space-heating pur- 
poses existing at the time of incorporation of the municipality. It is also 
provided in Section 7(c) that such power and energy may be made available 
directly to the users or indirectly through distributing agencies for a period 
of 10 years from the date of the Act and may be at such special rates as the 
Secretary of the Interior finds to be proper but at not less than cost. The Act 
makes no provision for confirmation and approval by the Commission of the 
special rates for electric space-heating, which is supplied from power and energy 
reserved for the operation and maintenance of the Columbia Basin project. 

Subsequent to the enactment of, and as contemplated by, the Coulee Dam 
Community Act, the City of Coulee Dam, Washington (City) was incorporated, 
a municipal electric system qualified to purchase its space-heating requirements 
at the special rates was formed by the City, and the Secretary of the Interior 
estimated the monthly amounts of power and energy needed by the City for 
space-heating purposes, established one mill per kilowatt-hour as the rate there- 
for, and agreed with the City to furnish its space-heating requirements at the rate 
of one mill per kilowatt-hour, all as more fully appears in the above-mentioned 
power sales contract (contract). 

In addition to providing for the supplying of the City’s electric space-heating 
requirements, the contract also provides that the City’s remaining electric re- 
quirements for resale and municipal purposes not provided for under the Coulee 
Dam Community Act will be supplied by Bonneville under its aforementioned 
Rate Schedule E-4 and rate schedule provisions, subject to modifications set 
forth in the contract. The modifications propose that Section 4 of Rate Schedule 
EY, wherein it is provided that a customer receiving electric energy under such 
schedule must take or pay thereunder for not less than 90% of his total electric 
requirements, shall not be applicable to the contract, and that the definition of 
measured demand in section 2,2 of the rate schedule provisions shall be amended 
so that measured demand shall be the remainder obtained by substracting from 
the largest of the thirty-minute integrated demands for each billing month at 
which electric energy is delivered under the contract the number of kilowatts 
estimated for such month to meet space-heating requirements, provided, however, 
that such remainder shall not be greater than the number of kilowatts resulting 
from a 50% load factor usage, nor less than the number of kilowatts resulting 
from a 70% load factor usage, based on the remaining energy obtained by sub- 
tracting from the total number of kilowatt-hours delivered during each billing 
month the number of kilowatt-hours estimated for such month to meet space- 
heating requirements. 

It is also specified in the contract that the electric energy to be used for billing 
purposes during any month under Rate Schedule E-4 shall be the remainder 
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obtained by subtracting from the total number of kilowatt-hours delivered during 
each billing month the number of kilowatt-hours estimated for such month to 
meet space-heating requirements. The term of the contract is eight years, ef- 
fective as of August 31, 1959. 

In support of the proposed modification of Rate Schedule E—4 and the rate 
schedule provisions, the Secretary of the Interior represents that studies made 
by Bonneville indicate that this rate schedule, assuming the modifications become 
effective, will result in a lower cost of power than under any other available 
alternate firm power rate schedule of Bonneville and for this reason the City 
has elected to purchase power under Rate Schedule E-4. He also states that 
these modifications are necessary to carry out the advantages intended under the 
Coulee Dam Community Act. 

By order issued December 16, 1959, Docket No. E-6887, the Commission ap- 
proved Bonneville’s Wholesale Power Rate Schedule E-4, among others, and 
General Rate Schedule Provisions applicable thereto, for a period beginning 
December 20, 1959, and terminating December 19, 1964. 

Written notice of the proposed rate schedule for electric energy, in addition 
to space-heating requirements, was given to the Public Service Commission of 
the State of Washington and to the Governor of that State and was also pub- 
lished in the Federal Register on November 11, 1959 (24 F.R. 9222), stating 
that any person desiring to comment or make any representation with respect 
to the proposed rate schedule should submit same on or before November 25, 
1959, to the Federal Power Commission, Washington 25, D.C. No comment 
or representation has been received. 


The Commission finds: 


It is appropriate for the purposes of the Bonneville Act that the proposed 


rates and charges for electric energy, in addition to space-heating requirements, 
supplied in accordance with the contract between Bonneville and the City, 
referred to above, be confirmed and approved for a period beginning with the 
date of issuance of this order and ending December 19, 1964, as hereinafter 
provided. 


The Commission orders: 


The rates and charges for electric energy, in addition to space-heating 
requirements, supplied in accordance with the contract between Bonneville 
and the City of Coulee Dam, Washington, referred to above, are hereby confirmed 
and approved for a period beginning with the date of issuance of this order 
and ending December 19, 1964. 


Before Commissioners: Arthur Kline, Acting Chairman; Frederick Stueck 
and William R. Connole. 


BORDER PIPE LINE COMPANY AND AMERICAN SMELTING AND 
REFINING COMPANY, DOCKET NO. G-228 


ORDER FURTHER AMENDING ORDER AUTHORIZING THE EXPORTATION OF NATURAL GAS 
(Issued March 25, 1960) 


Border Pipe Line Company (Border), a Delaware corporation with principal 
legal office at Wilmington, Delaware and operating office at 1006 Main Street, 
Houston, Texas, and American Smelting and Refining Company (American), 
a New Jersey corporation with statutory office at 15 Exchange Place, Jersey 

































































530 FEDERAL POWER COMMISSION 





City, New Jersey and principal office at 120 Broadway, New York, New York, 
collectively referred to as Petitioners, filed a joint application in Docket No. 
G-228 on November 6, 1959, as amended December 10, 1959, pursuant to Sec- 
tions 3 and 16 of the Natural Gas Act, for a further order amending the 
export authorization heretofore granted Petitioners in Docket No. G—228, pur- 
suant to section 3 of Act, by order issued on October 10, 1942, 3 FPC 827, as 
amended by orders issued on November 4, 1942, 3 FPC 859, July 11, 1950, 9 FPC 
910, and May 10, 1956, 15 FPC 1387." 

The amended order is requested so that Petitioners may continue the expor- 
tation of up to 14,000 Mcf of natural gas per day to the Republic of Mexico 
at a point near Laredo, Texas, for an additional five-year period beginning 
March 27, 1960. Petitioners’ present authorization permitting export of up 
to 14,000 Mcf per day will expire on March 26, 1960, under the terms of the 
aforesaid order of October 10, 1942, as amended. 

Presidential permits were issued, simultaneously and separately, to Border 
and American on September 29, 1942, authorizing the construction, operation 
and maintenance of export facilities heretofore described in this subject docket 
at the international boundary. 

The aforesaid order of October 10, 1942, as amended grants authority to 
export pursuant to the terms of an agreement dated July 5, 1949, between 
Border and American. Border sells the gas to American on the United States 
side of the boundary and American transports the gas into Mexico for deliv- 
ery to its Mexican subsidiaries, who use it for industrial purposes. Border 
has no market for its gas in the United States. 

Border is now purchasing gas for export in the Aguilares, Reiser and Retama 
Fields in Webb County, Texas. Additional reserves were acquired by Border in 
the Cabezon Field, Webb County, Texas when it executed a July 9, 1959, gas 
purchase agreement with Texaco, Inc. This field is attached to Border’s exist- 
ing pipeline extending from the Aguilares Field. Border transports the gas from 
the fields to the boundary, all in Webb County, Texas. 

The July 5, 1949 gas sales agreement, as amended March 28, 1950, March 15, 
1956, -May 28, 1956, June 19, 1956 and November 12, 1958, expires on March 26, 
1960, unless American exercises an option to extend the contract to March 26, 
1965. American has exercised that option. A further amendment to the con- 
tract, dated March 12, 1959, provides for continuation of the service to March 26, 
1965, and also grants American another option to continue the service until 
March 26, 1970. 

Petitioners request authority to continue the export of up to 14,000 Mcf per 
day only for the period ending March 26, 1965, under the terms of the contract 
of July 5, 1949, as amended on March 12, 1959. The same sources of supply in 
Webb County will be used for the export. The only apparent change is a change 
in rate to American. The present rate by Border, to American is 12.5 cents per 
Mef of 1000 Btu gas. Under the March 12, 1959, amendment, the rate for gas 
sold after March 26, 1960, will be 14 cents per Mcf until March 27, 1965. How- 
ever, any new gas contracted for by Border after February 1, 1959, will be 
charged at the rate of 4 cents per Mcf plus the price Border pays for such new 
gas, but not in excess of a total of 20.5 cents per Mcf. 

The proposed extension of the export authorization will aid the Mexican 
economy and will have no adverse effect in the United States. 


1 The only other order issued herein was a special order, not here relevant, issued on 
February 23, 1943, which granted consent to mortgage facilities pursuant to Article 6 of 
the Presidential Permit issued to Border Pipe Line Company. 
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Due notice of the filing of the aforesaid application and opportunity for hear- 
ing has been given through publication in the Federal Register on March 8, 
1960 (25 FR 1997). No protests or petitions to intervene have been filed or 
received. 


The Commission further finds: 


The grant of the relief or extension of authorization requested in the afore- 
said joint application of November 6, 1959, as amended December 10, 1959, will 
not be inconsistent with the public interest and, good cause having been shown 
for the granting of the same, it is necessary or appropriate to carry out the 
provisions of the Natural Gas Act that the aforesaid order of October 10, 1942, 
as amended, November 4, 1942, July 11, 1950, and May 10, 1956, be further 
amended as hereinafter ordered. 

(A) Paragraph (C) of the order of October 10, 1942, as specifically amended 
November 4, 1942, and July 11, 1950 is hereby further amended in toto to read as 
follows: 

(C) This extended authorization is limited to the purposes set forth in 
the agreement of July 5, 1949 between Border Pipe Line Company and 
American Smelting and Refining Company (Exhibit A to the joint applica- 
tion for supplemental order filed on March 13, 1950) as amended March 28, 
1950, March 15, 1956, May 28, 1956, June 19, 1956, November 12, 1958, and 
March 12, 1959, and shall be for a 5-year period expiring March 26, 1965. 
Border Pipe Line Company shall report to the Commission the fact and 
date of continuation of deliveries under this extended authorization within 
10 days after the exercise of the authority herein granted. 

(B) Paragraph (D) of the order of October 10, 1942 as specifically amended 
July 11, 1950, is hereby further amended by changing the period appearing after 
“July 5, 1949.” to a comma and adding: “as amended, March 28, 1950, March 
15, 1956, May 28, 1956, June 19, 1956, November 12, 1958 and March 12, 1959.” 

(C) In all other respects, the terms, conditions and authorizations set forth 
in the order of October 10, 1942 as amended November 4, 1942, July 11, 1950 
and May 10, 1956 shall remain in full force and effect and the grant of the 
instant authorization, together with the exercise of the rights therein granted, 
shall be fully subject thereto. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


OKLAHOMA NATURAL GAS COMPANY, DOCKET NO. G—19593 ; 
CONSOLIDATED GAS UTILITIES CORPORATION, DOCKET NO. G—19594 


SUPPLEMENTAL ORDER DENYING REHEARING AND REQUEST FOR ORAL ARGUMENT 
(Issued March 25, 1960) 


Oklahoma Natural Gas Company and Consolidated Gas Utilities Corporation, 
by application filed March 2, 1960, have asked the Commission to grant rehear- 
ing of the Commission’s order issued February 2, 1960, 23 FPC 291, and request 
opportunity to present oral argument in support of their position. In its order, 
the Commission found that a proposed sale by Oklahoma Natural to Consoli- 
dated of natural gas produced in Oklahoma was a sale in interstate commerce 
for resale and that Oklahoma Natural would also be engaged in the transporta- 
tion of natural gas in interstate commerce. Thus the Commission found, in 
effect, that Oklahoma Natural would become a pipeline natural-gas company 
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and subject to all of the Commission’s regulations applicable to such companies.’ 
The two applicants for rehearing contend that the Commission erred in find- 
ing that the sale to Consolidated would be a sale for resale in interstate com- 
merce, in refusing to grant an exemption to Oklahoma Natural, in dismissing 
without a hearing, the applications of Consolidated for temporary and perma- 
nent certificates and in rejecting Consolidated’s rate schedule. 

In order to respond to the contentions of the applicants, it will be necessary 
to re-examine the facts as set forth in the original applications or, the applica- 
tion for rehearing. As stated more fully in our original order, Consolidated 
owns an interstate pipeline commencing in Texas and crossing Oklahoma into 
Kansas. Consolidated purchases gas for this pipeline in Texas and Oklahoma 
and distributes the gas to ultimate consumers in Oklahoma and Kansas. Con- 
solidated proposes to deliver an average of 6,000 Mcf of gas per day from its 
pipeline to Oklahoma Natural near Sayre, Oklahoma for consumption in Okla- 
homa. This would increase the supply to Oklahoma Natural’s Clinton System 
and enable it to store gas in its Sayre Storage Field. Oklahoma Natural, on its 
part, proposes to deliver a like amount of gas into Consolidated’s pipeline at a 
point 120 miles north near Enid, Oklahoma. At the present time, Consolidated 
serves customers in Oklahoma at a point downstream from where it would 
receive the gas from Oklahoma Natural.? By contract with Oklahoma Natural, 
it would at all times deliver more gas to these customers than it would receive 
from Oklahoma Natural, but there is no evidence that Consolidated plans to 
increase its deliveries in Oklahoma over what they are now delivering before 
receiving gas from Oklahoma Natural. The latter contends we erred in holding 
under this state of facts that the delivery by Oklahoma Natural in exchange 
for gas received would constitute a sale in interstate commerce, although ad- 
mittedly Oklahoma Natural’s gas became commingled with interstate gas in 
Consolidated’s pipeline and was thus undeniably transported, in part, out of 
Oklahoma. 

What we have here, is a sale of Oklahoma produced gas for resale to an inter- 
state pipeline which would then deliver this gas, commingled with gas from 
out-of-state sources, to customers in both Oklahoma and Kansas. Sales to such 
an interstate system would be, in our opinion, part of the interstate course of 
business and would be clearly in interstate commerce. This can be seen from 
an examination of the objectives sought to be accomplished. Taking Consol- 
idated first, this company, under the proposed arrangement, would deliver an 
average 6,000 Mcf per day at Sayre, Oklahoma, but it would receive the same 
amount of gas at a point 120 miles farther northeast at Enid, which is closer 
to its markets in Oklahoma and Kansas. In accordance with its application, 
Consolidated would save on compression requirements and transportation costs. 
Consolidated would therefore have free for carrying other gas, an average of 
6,000 Mcf per day in capacity between Sayre and Enid, or it would be saved 
from building capacity in that amount between those points. 

The contract terms, with respect to the deliveries of gas, are also directed to 
this end. It is provided that Consolidated would deliver to Oklahoma Natural 
an average daily quantity in each year as follows: 9,000 Mcf per day during 
June, July and August; 6,000 Mcf during the months of September, October, No 
vember, March, April and May; and 3,000 Mcf per day during December, Jan- 
uary and February. Obviously the higher deliveries are to be made during the 


21Oklahoma Natural is already a natural-gas company as an independent producer. 
Oklahoma Natural Gas Co., et al., Docket No. G—15058, November 30, 1959. 

2 Contrary to a possible implication in our original order, these sales are not for resale, 
but if they were, they would be jurisdictional. 
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months of low demand when the gas could be stored by Oklahoma Natural in its 
Sayre Storage Field. On the other hand, with respect to Oklahoma Natural’s 
deliveries, the contract merely provides for an average daily quantity of 6,000 
Mcf per day during each year the agreement remains in force. The contract 
adds that these delivery provisions “are subject to variation (increase or de 
crease) ... to meet market requirements or other operating conditions.” 
Thus the contract shows a flexibility and an adaptability that will enable Con- 
solidated to meet the delivery obligations it has incurred for its interstate pipe- 
line system. 

Turning to Oklahoma Natural, it is apparent that it would receive gas where 
it can use it in its Clinton System near Sayre, Oklahoma, or can store the gas in 
its storage field at that point. Oklahoma Natural would deliver gas where it 
has supplies from the Ringwood Field 120 miles to the northeast. As the appli- 
cation states, the exchange would permit more efficient utilization of its gas 
supplies and protect the correlative rights of the producers of dry gas in the 
field to which Oklahoma Natural is connected. The effect thus would be to en- 
able Oklahoma Natural to deliver gas from its Ringwood Field to the Sayre 
area to the south without building a pipeline, but to do so it would have to make 
use of Consolidated’s interstate system by receiving gas from it and delivering 
gas into it. The result of the proposal is that by the use of the interstate pipe- 
line, gas would be moved south for Oklahoma Natural without its building 
facilities and north for Consolidated while saving its capacity for other purposes. 

The contractual device of providing that Oklahoma Natural’s gas shall be used 
in Oklahoma would not affect the interstate nature of the transaction that the 
parties propose. It is a mere statement that does not alter the course of opera- 
tions other than to require that Consolidated continue to make deliveries in 
Oklahoma. If the contract were able to have the effect claimed, every pro 
ducer or other seller of gas within a given state which sells gas to an interstate 
pipeline could escape jurisdiction if the pipeline happened to sell an equal or 
greater quantity of gas within the same state, and the seller had the right kind 
of contract with the pipeline. A problem would then be posed as to which 
sellers of gas had the privilege of being considered non-jurisdictional and which 
ones must be considered to be making the interstate sales. 

The cases cited by applicants do not change this result. In United States v. 
P.U.C., 345 U.S. 295, the question was whether the Commission had jurisdiction 
over the entire sale of electric energy in interstate commerce, where only part 
of the energy was resold by the buyer. In the first place, as the court points out, 
this question is different from the question whether the entire sale is in inter- 
state commerce. It turns on “whether an essentially separate transaction cov- 
ering the power directly consumed by the purchaser is identifiable.” In the 
present case an effort is made to separate a sale from the interstate business, but 
the sale is essentially a part of that business, just as were the mixed sales in 
Pennsylvania Water & Power Co. v. F.P.C., 343 U.S. 414, 419. 

In North Dakota v. F.P.C. 247 F 2d 173 (CA 8), separation was achieved 
under different circumstances. Certain producers sold gas produced in North 
Dakota to Montana-Dakota Utilities at the tail-gate of a gasoline plant in North 
Dakota. Under separate contracts, Montana-Dakota purchased “firm” gas at 
16 cents per Mcf for sale in North Dakota, and “dump” gas at 9 cents per Mcf 
for transportation and sale in markets outside North Dakota. Of course, all of 
the gas received at the gasoline plant which is delivered in North Dakota, was 
purchased in North Dakota. This situation differs from that in the present case 
where Consolidated’s pipeline carries both Oklahoma and Texas produced gas 
and its deliveries to its customers in Oklahoma include gas produced in Texas. 
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In the North Dakota case there was a direct association between the sale of the 
16 cent gas to Montana-Dakota and its delivery in North Dakota. In the present 
case, Consolidated’s sales had no prior association with Oklahoma Natural’s 
gas, for there was an interstate system already operating and delivering gas in 
Oklahoma and Kansas. Injecting Oklahoma produced gas into that system even 
with a contract that an equal amount of gas would always be delivered in Okla- 
homa does not alter the interstate nature of Consolidated’s operations and 
Oklahoma Natural’s sale. 

In People’s Natural Gas Co. v. P.S.C., 270 U.S. 550 (1926), the People’s com- 
pany owned a pipeline system in Pennsylvania. At the state border it purchased 
gas which had been produced in West Virginia, but it also received gas pro- 
duced by it in Pennsylvania into its pipeline system. The court upheld the 
State Commission in requiring that the company make deliveries to a distributor 
in the city of Johnstown, Pennsylvania, saying that the Peansylvania gas was 
separable and of sufficient quantity to meet the requirements of the order. This 
case was concerned only with the gas after it had passed into the state of con- 
sumption. All of the Pennsylvania produced gas, over which the State Commis- 
sion asserted jurisdiction, was consumed in Pennsylvania. This case was, of 
course, decided before Congress imposed regulation on interstate sales under 
the Natural Gas Act * or the Federal Power Act * and we are not at all sure that 
the case is correct in principle today in view of the holding in Pennsylvania 
Water & Power Co. v. F.P.C., 343 U.S. 414, that the Federal Power Commission 
had jurisdiction over the entire amount of electric energy sola in Pennsylvania 
although only a modest fraction was generated outside the state. Of course, 
People’s would be exempt under the special exemption provided by the Hinshaw 
Amendment of 1954,° for it appears that all of its activities were confined to 
Pennsylvania. 

In Hope Producing Co., et al., Docket No. G—15587, order issued February 3, 
1959, an abandonment proceeding, the Commission stated that a sale by Hope of 
gas produced in Louisiana to an electric company for consumption in Louisiana 
was intrastate. The gas was transported by the interstate pipeline of Arkansas 
Louisiana Gas Company, and, of course, was commingled with interstate gas. 
The Hope situation thus involved a contract directly between producer and con- 
sumer, while the interstate pipeline merely performed the service of transport- 
ing the gas. Thus a separation had been effected in a manner not applicable to 
the present case where Oklahoma Natural proposes to sell the gas to Consolidated, 
the owner of the interstate system. 

The applicants further argue that the Commission erred in basing jurisdiction 
on affecting consumers beyond the state boundary, saying that the Commission 
is limited in its jurisdiction by the Natural Gas Act. We did not base our juris- 
diction on its “affecting” commerce, but on Oklahoma Natural’s transportation 
and sale being in interstate commerce as part of a transaction essentially inter- 
state with interstate consequences. The term “interstate commerce” is defined 
in Section 2 of the Natural Gas Act to mean “commerce between any point in a 
state and any point outside thereof.” This, in our opinion, is the case here. We 
cited Gibbons v. Ogden, 9 Wheat. 1, 194 to further define the concept of inter- 
state commerce. We had no intention of implying that we had power to extend 
our regulation to the full extent of the Constitutional power over commerce. 


*The Natural Gas Act was approved June 21, 1938, 52 Stat. 821-833; 15 U.S.C. 
717-717w. 


*The Federal Power Act was approved August 26, 1935, 49 Stat. 838, 16 U.S.C. 
791a-825r. 


5 Section 1(c) of the Natural Gas Act, 68 Stat. 36. 
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In view of the above considerations and our previous order, Oklahoma Natural’s 
sale to Consolidated is a sale for resale in interstate commerce. It appears 
Oklahoma Natural is a pipeline company as well as a producer, and there is no 
controversy on this point. Therefore Oklahoma Natural is a “natural-gas” com- 
pany as a pipeline company, and we have no option but to assert jurisdiction, but 
in any case, Oklahoma Natural is engaged in activities that are a part of an 
interstate business and alter the interstate flow of gas, so that it is in accord with 
the policy of the Natural Gas Act that such a company be subject to regulation 
as a pipeline company. 

We do not see that any useful purpose will be served by oral argument. The 
applicants have had opportunity to set forth their contentions not only in their 
original applications, but in their application for rehearing, and we have re- 
sponded herein. 


The Commission finds: 


The assignments of error and grounds for rehearing in the above application 
for rehearing set forth no new facts or principles of law which were not fully 
considered by the Commission when it issued its order of February 2, 1960, or 
which having now been considered, warrant any change or modification of said 
order. Such specifications of error, contentions and arguments contained in the 
above application for rehearing as are not specifically disposed of in the fore- 
going, are without reasonable basis in law, or are immaterial to the correct 
decision of this case, and should be denied. 


The Commission orders: 


The above application for rehearing and request for oral argument are hereby 
denied. 


Commissioner Kline dissenting. 


Before Commissioners: Arthur Kline, Acting Chairman; Frederick Stueck, 
and William R. Connole. 


SOUTHWESTERN VIRGINIA GAS TRANSMISSION COMPANY, DOCKET 
NO. CP60-66 


DECLARATION OF EXEMPTION 
(Issued March 25, 1960) 


On March 24, 1960, Southwestern Virginia Gas Transmission Company (Ap- 
plicant) filed an application for exemption from the provisions of the Natural 
Gas Act, pursuant to Section 1(c) thereof. 

Upon the basis of the application filed, the exhibit appended thereto and the 
records of the Commission, it appears that: 

(1) Applicant is engaged in the transportation, distribution and sale of natural 
gas in the State of Virginia ; 

(2) Applicant purchases interstate natural gas from Transcontinental Gas 
Pipe Line Corporation within the State of Virginia ; 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Virginia and all of its facilities are located within said State; and 

(4) The State Corporation Commission of the Commonwealth of Virginia has 
certified to the Federal Power Commission that it has and is exercising regula- 
tory jurisdiction over the rates, service and facilities of Applicant. 
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Wherefore, The Commission declares, by reason of the foregoing: South- 
western Virginia Gas Transmission Company is exempt from the provisions of 
the Natural Gas Act and the orders, rules and regulations of the Commission 
issued thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 













































SUN OIL COMPANY, DOCKET NOS. G-—8288, G-—12841, G—12880, G—13316, 
G-13444, G-13585, G-—13617, G—13618, G-—13664, G-13937, G-15010, G—15016, 
G-15450, G-—16257, G-—16410, G—16621, G~—16624, G-16684, G—16686, G—16700, 
G-16810, G-17274, G-17346, G-17717, G-18094, G-18184, G-18521; SUN OIL 
COMPANY, G-18353; SUN OIL COMPANY (OPERATOR), ET AL., G- 
13425, G-—13619, G—15011, G—16258, G~—16622, G-—16685, G-—16699, G—17354, 

G-17923; SUN OIL COMPANY, ET AL., G—13426 





ORDER DENYING APPLICATION FOR REHEARING 


(Issued March 25, 1960) 


On January 13, 1960, Sun Oil Company (Sun) filed a petition for severance 
and assignment of docket numbers, and a motion to consolidate. By said 
petition and motion Sun sought to have us sever, out of 67 proceedings now 
pending, its interest in sales of natural gas wherein Sun is either not a signa- 
tory of the gas sales contract, or wherein the sale is made under a percentage- 
type contract. Sun further requested that we assign docket numbers to each of 
such severed matters, and consolidate said matters with the matters previously 
consolidated in these instant proceedings. By order issued January 28, 1960, 
23 FPC 227, we denied Sun’s petition for severance and assignment of docket 
numbers and its motion to consolidate. 

On February 26, 1960, Sun filed an application for rehearing and reconsidera- 
tion of the order issued herein on January 28, 1960. By said application, Sun 
seeks to have us reconsider our order of January 28, 1960, and to grant its 
petition and motion filed herein on January 13, 1960. Upon reconsideration of 
the order issued herein on January 28, 1960, we find that said order should be 
affirmed. 

The only grounds set forth by Sun in said application not stated in its petition 
and motion are that Section 6 of the Administrative Procedure Act (5 USC 
§ 1005) and Section 1.20(b) of the Commission’s Rules of Practice and Pro- 
cedure (15 CFR 1.20(b)) require that its petition and motion both be granted. 

That portion of Section 6 of the Administrative Procedure Act which Sun 
avers our order of January 28, 1960, is violative, is the fourth sentence of Sec- 
tion 6(a) which reads: 


Every agency shall proceed with reasonable dispatch to conclude any 
matter presented to it except that due regard shall be had for the con- 
venience and necessity of the parties or their representatives. 


The Attorney General’s Manual on the Administrative Procedure Act says that 
(p. 61): 


Section 6 defines various procedural rights of private parties which may 
be incidental to rule making, adjudication, or the exercise of any other 
agency authority. 


Of the fourth sentence of Section 6(a) the Manual says (p. 65) : 


This provision merely restates a principle of good administration. 
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We can find nothing in the legislative history of the Administrative Pro- 
cedure Act, the Attorney General’s Manual, or in relevant court decisions to 
support Sun’s contention that our order of January 28, 1960, violates the fourth 
sentence of Section 6(a) of said Act. 

Sun’s contention that said order of January 28, 1960, “. . . is not in accord 
with Section 1.20(b) of the Commission’s Rules of Practice and Procedure” is 
likewise without merit. Said subsection of our rules provides: 


The Commission upon its own motion, or upon motion by a party or staff 
counsel, may order proceedings involving a common question of law or fact 


to be consolidated for hearing of any or all the matters in issue in such 
proceedings. 


Sun, as the respondent in the Section 4(e) proceedings involved herein, filed 
its petition and motion in accordance with said subsection of our Rules, and 
after consideration of said petition and motion we denied them. Our initial 
consideration of Sun’s petition and motion led us to believe that good cause 


existed to deny them. Our reconsideration of them leads us to the same 
conclusion. 


The Commission finds: 


The application of Sun filed February 26, 1960, should be denied as Sun has 
set forth no new facts and no principles of law which were either not fully 
considered by the Commission when it issued its order of January 28, 1960, or 


which now having been considered warrants any change in or modification of 
said order. 


The Commission orders: 


The application for rehearing filed February 26, 1960, by Sun is hereby denied. 
Commissioner Kline dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, and Arthur Kline. 


VIRGINIA ELECTRIC & POWER COMPANY, PROJECT NOS. 2093 AND 2009 
FINDINGS AND ORDER CONSOLIDATING PROCEEDINGS AND AMENDING LICENSE (MAJOR) 
(Issued March 25, 1960) 


Application was filed August 31, 1951 and amended February 17, 1955, 
May 18, 1955, and April 2, 1959 by Virginia Electric and Power Company 
(Applicant) of Richmond, Virginia, for a license under the Federal Power 
Act (hereinafter referred to as the Act) for a proposed major waterpower 
development, to be known as the Gaston development designated as Project 
No. 2093, to be located on the Roanoke River, a navigable water of the 
United States, in Halifax, Northampton, and Warren Counties, North Caro- 
lina and Mechlenberg and Brunswick Counties, Virginia, and affecting lands of 
the United States acquired for the Federally-owned John H. Kerr project. 

Pursuant to petitions therefor, we permitted intervention in this proceed- 
ing by Halifax Paper Company, Inc., B. F. Turner, North Carolina State 
Department of Conservation and Development, North Carolina State Stream 
Sanitation Committee, and North Carolina Wildlife Resources Commission, by 
Commission orders issued June 4, 1959; July 13, 1959 and July 17, 1959, 
respectively. 
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A public hearing has been held respecting the issues involved in the pend- 
ing application for license, as amended, particularly the issue respecting the 
effect, if any, of the construction and operation of the proposed Gaston 
development on the quality of water in the Roanoke River downstream. 

On November 23, 1959, Applicant filed an application for further amend- 
ment of its license for the Roanoke Rapids development (Project No. 2009), 
to amend Paragraph (D)(2) thereof to modify the schedule of releases 
specified therein so as to conform to the provisions of a stipulation entered 
into by Applicant and North Carolina State Department of Conservation and 
Development, North Carolina State Stream Sanitation Committee, North Caro- 
lina Wildlife Resources Commission and the Attorney General of North 
Carolina. 

The afore-mentioned stipulation was offered in evidence by Applicant, on 
the last day of the public hearing; viz., December 15, 1959. The other inter- 
veners, Halifax Paper Company, Inc. and B. F. Turner, while refraining 
from entering into the stipulation, did not oppose it; nor did Commission 
Staff oppose the stipulation. Intermediate decision procedure was waived in 
this proceeding. 

The stipulation contains terms and conditions relating to the construction 
and operation of the proposed Gaston development and insofar as it applies 
to the Roanoke Rapids project (No. 2009) would amend Paragraph (D) (2) 
of our order issued January 26, 1951, 10 FPC 1, issuing license therefor which 
provides for minimum flow releases from the Roanoke reservoir in the inter- 
ests of the preservation of fishery resources and stream sanitation. In addi- 
tion, it provides for an agreement or agreements to be entered into by the 
Licensee and the affected State and Federal agencies for reregulation of 
additional water discharged from the Federal John H. Kerr reservoir located 
just upstream from the proposed Gaston development for protection of fish 
and for stream sanitation purposes. 

On February 10, 1960, the Commission’s staff filed, in lieu of a brief, 
proposed findings and order herein, which, among other things, would further 
amend, effective as of March 1, 1960, the license heretofore issued to Appli- 
cant for the Roanoke Rapids development (Project No. 2009) so as to include 
therein Applicant’s proposed Gaston development (Project No. 2093). 

On February 29, 1960, Applicant filed a response to the staff filing in 
which request was made for certain modifications of the staff’s proposed 
findings and order. 

The Secretary of the Army and the Chief of Engineers have approved the 
plans for the proposed Gaston development structures insofar as the interests 
of navigation are concerned and have recommended that any license issued 
contain certain special conditions as hereinafter provided. 

The Acting Secretary of the Interior reported on the application as amended 
for the Gaston development and recommend that any license issued contain 
certain special conditions in the interest of fish and wildlife resources of 
the project area substantially as hereinafter provided. 

The State Water Control Board, the State Corporation Commission, the 
Commission of Game and Inland Fisheries, and the Division of Water Re- 
sources and Power of the Department of Conservation and Development— 
all of the Commonwealth of Virginia, were invited to comment on the afore- 
mentioned application, as amended, but to date there has been no response. 

The modified flows proposed are the result of several years of joint study 
undertaken by the licensee and the Steering Committee for Roanoke River 
Studies, a group comprised of representatives of Federal and State agencies 
and private interests concerned with the utilization of the Roanoke River 
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with regard to fishery resources, power production, and industrial and do- 
mestic purposes. 

The Chief of Engineers, Department of the Army, in reporting on the 
application for amendment of license for Project No. 2009 concerning re- 
leases, informed the Commission that the terms proposed for inclusion in 
the license are considered satisfactory subject to the understanding that the 
specified flow requirements must be met without additional off-peak releases 
from the Federally-owned John H. Kerr reservoir. 

The Secretary of the Interior, in reporting on the application in Project No. 
2009 informed the Commission that the United States Fish and Wildlife Service 
concurs in the provisions contained in the stipulation regarding Project No. 
2009 and stated that it is the understanding of the Department of the Interior 
that Paragraph (2)(b) of the stipulation does not stipulate or prescribe in 
any way what releases should be made from the Kerr reservoir. 

The existing Government John H. Kerr project with its dam located approxi- 
mately at mile 179 on the Roanoke River is operated by the United States Corps 
of Engineers in the interests of power, flood control and other purposes and has 
204,000 kilowatts of installed capacity with a maximum turbine discharge 
capacity of about 35,000 cubic feet per second The proposed Gaston develop- 
ment with its dam to be located approximately at mile 145 on the Roanoke River 
would back water up to the John H. Kerr project and would have a capability of 
200,000 kilowatts and a maximum turbine discharge capacity of about 41,000 
cubie feet per second. The existing Roanoke development with its dam located 
approximately at mile 137 on the Roanoke River backs water up to the Gaston 
site and has a station capability of about 100,000 kilowatts and maximum turbine 
discharge capacity of about 20,000 cubic feet per second. 

Applicant receives two-thirds of the firm power marketed from the Govern- 
ment Kerr project, part of which is utilized pursuant to contract to serve 
the Government’s customers at various points on Applicant’s system. Under 
average and critical stream-flow conditions, Gaston and Kerr will be operated 
for peaking purposes generally five days a week with some small generation 
on the weekend during the summer and winter peak periods. Roanoke Rapids 
will also be operated for peaking purposes but will have to release some water at 
all times. 

Gaston will have the hydraulic capacity to utilize all water released through 
the powerhouse at Kerr. Roanoke Rapids has only about half the hydraulic 
capacity planned for Gaston and will have to reregulate Gaston releases as it 
does now for Kerr. 

The present license for Roanoke Rapids and the amendment thereto as pro- 
posed in the stipulation referred to above provides that minimum releases of 
water be made from Roanoke Rapids reservoir at all times in accordance with 
prescribed schedules for fish life and stream sanitation. Also, the stipulation 
provides that Gaston will be operated in such a manner as will permit releases 
of water at Roanoke Rapids in accordance with the schedule agreed to in the 
stipulation. In addition, both Gaston and Roanoke Rapids must be operated so 
as not to nullify or substantially impair flood control and other benefits from 
existing and future Government improvements and in accordance with an 
agreement or agreements to be entered into between the Applicant and the af- 
fected State and Federal agencies, to regulate the additional water discharge 
from Kerr for the protection of fish life and stream sanitation purposes. Thus, 
it is apparent that Kerr, Gaston, and Roanoke Rapids will be operated in close 
coordination. 

Gaston, when constructed, will be operated as a unit with the previously 
constructed Roanoke Rapids development and each development will constitute 
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a part of a project best adapted to a comprehensive plan for improving and 
developing the Roanoke River between the Kerr dam and Roanoke Rapids dam. 
Under these circumstances, the Gaston development should be operated and 
maintained under the same or similar terms and conditions as those required 
for the Roanoke Rapids development. 

We note that Applicant has applied for a separate license for the Gaston 
development. However, consistent with Commission precedent, in similar cases, 
it is appropriate in this case that the outstanding license be amended to include 
the proposed development under the license with the existing development, both 
being parts of the same project. (See California Oregon Power Company, 
Project No. 2082, Order Adopting Initial Decision of Presiding Examiner, Janu- 
ary 13, 1960 and Pacific Gas and Electric Company, DI-163, decided December 22, 
1941 (3 F.P.C. 516) ). 

Upon consideration of the entire record on the application for license desig- 
nated as Project No. 2093, including the evidence adduced at the public hearing 
on the application as amended for the proposed Gaston development and on the 
application for amendment of license for Project No. 2009, together with the 
staff’s proposed findings and order and Applicant’s response thereto, the Com- 
mission finds: 

(1) The license for Project No. 2009, further amended as hereinafter provided, 
will not alter any of the basic facts upon which the license was issued. 

(2) The project, which is located on navigable waters of the United States 
and which affects lands of the United States, would consist of: 

(a) All lands constituting the project area and inclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the Licensee or by the United 
States; such project area and project boundary being more specifically shown 
and described by certain exhibits which formed part of the application for 
license or amendment thereof and which are designated and described as follows: 


Roanoke Rapids development 


Exhibit J: (FPO No. 2009-1) General map of project area ; and 
Echibit K: (FPC Nos. 2009-10 to -16, inclusive) showing project lands and 
project boundary. 


Gaston development 


Evhibit J: Sheets 1 and 2 (FPC Nos. 2009-18 and -19) showing (Amended) 
general location of the project. 

(b) Project works consisting of: 

1. Constructed Roanoke Rapids development, consisting of a concrete gravity 
dam comprised of a powerhouse intake section, a gated spillway section, an 
overflow spillway section and two non-overflow sections; a submerged weir 
upstream from the powerhouse intake structure; a reservoir with normal pool 
elevation 132 and an area of 4,660 acres; a powerhouse integral with the dam 
containing four 35,000-horsepower turbines each connected to a 25,000-kilowatt 
generator; an excavated tailrace; a 24-inch diameter water supply pipe outlet 
through the dam; step-up transformers; two 110-kv transmission lines extending 
1.6 miles to the Roanoke Rapids substation; and appurtenant electrical and 
mechanical facilities; and 

2. Proposed Gaston development, consisting of a concrete gravity dam com- 
prised of a powerhouse intake section, a gated spillway section and a non- 
overflow section with a compacted earth-fill section at each end; a reservoir with 
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normal pool elevation 200 and an area of about 20,300 acres extending about 
34 miles upstream to the John H. Kerr Dam and Power Plant; a powerhouse 
integral with the dam containing four 70,000-horsepower turbines each con- 
nected to a 45,000-kilowatt generator; a submerged weir upstream from the 
powerhouse intake structure; step-up transformers; and appurtenant electrical 
and mechanical facilities; the location, nature and character of which are 
more specifically shown and described by the exhibits hereinbefore cited and 
by certain other exhibits which also formed part of the application for license 
or amendment thereof and which are designated and described as follows: 


Roanoke Rapids development 


Evrhibit L: Sheet 1 (FPC No. 2009-8) Plan, Profile & Tailrace; Sheet 2 (FPC 
No. 2009-9) Sections; Sheet 3 (FPC No. 2009-17) Plan and Sections of 
Submerged Weir ; and 

Erhibit M: General description of mechanical and electrical equipment, filed 
in the Commission July 3, 1953. 


Gaston development 


Exhibit L (Amended): (FPC No. 2009-20) Dam—Plan, Elevation and Sec- 
tions; (FPC No. 2009-21) Powerhouse and Submerged Weir—Section; and 

Exhibit M (Amended) : General description of equipment in three typewritten 
pages, filed in the Commission April 2, 1959. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection witb 
the project, whether located on or off the project area, if and to the extent 
that the inclusion of such property as part of the project is approved or 
acquiesced in by the Commission; also, all riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintenance or operation 
of the project. 

(3) Public notice has been given as required by the Act; and, except as 
recited above, no protests have been received. 

(4) The proposed Gaston development would utilize the entire head between 
the tailwater at the Federally owned Kerr dam and the reservoir of Applicant’s 
existing Roanoke Rapids development. 

(5) The backwater of the proposed Gaston development, under certain con- 
ditions, may have an adverse effect on the natural tailwater elevation of the 
Federally owned Kerr project; and except for this possibility, the proposed 
Gaston development would not affect any Government dam, nor will its inclu- 
sion in the license for the Roanoke Rapids development, as hereinafter provided, 
affect the development of any water resources for public purposes which should 
be undertaken by the United States. 

(6) The proposed Gaston development, when constructed, will operate as a 
unit with the constructed Roanoke Rapids development and together constitute 
a single project within the meaning of Section 3(11) of the Federal Power Act. 

(7) The proposed Gaston development as a unit of Project No. 2009 is best 
adapted to a comprehensive plan for improving or developing a waterway or 
waterways for the use or benefit of interstate or foreign commerce, for the 
improvement and utilization of waterpower development, and for other 
beneficial public uses, including recreational purposes. 

(8) Applicant has submitted satisfactory evidence of its ability to construct 
and operate the proposed Gaston development. 
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(9) The proposed Gaston development would have an installed capacity of 
180,000 kilowatts with a capability of 200,000 kilowatts. 

(10) Applicant’s electric system would be capable of utilizing all of the 
peaking capacity and energy output of the proposed Gaston development by the 
year 1964. 

(11) The proposed Gaston development will provide 63,000 acre-feet of 
storage in surcharge of reservoir to elevation 203 feet to replace valley storage 
of the natural stream, as recommended by the Chief of Engineers, Department 
of the Army. 

(12) The Gaston development will help to satisfy the increases in electric 
load estimated for Applicant’s system. 

(13) The proposed Gaston development structures would be safe and adequate 
subject to further consideration and approval by the Commission of the final 
plans as hereinafter provided. 

(14) The record shows that the proposed Gaston development is economically 
feasible. 

(15) The plans for the proposed Gaston development include a submerged 
weir at the entrance to the power intake (with crest at elevation 185 feet) 
15 feet below the normal power pool level, to enable the proposed development to 
discharge water of higher dissolved oxygen content than would be possible in 
the absence of the weir. 

(16) The record shows that operation of the Gaston development with the 
submerged weir as proposed by Applicant will result in discharge of water from 
the Gaston reservoir into the Roanoke Rapids reservoir during the critical 
summer period having a dissolved oxygen content estimated to be at least six 
parts per million. 

(17) The record also shows that whereas the water discharged from the 
Roanoke Rapids reservoir has had a minimum dissolved oxygen content during 
the critical summer period of 2.7 parts per million, after construction of the 
Gaston development there will be a discharge from the Roanoke Rapids reservoir 
during the critical summer season estimated to have a dissolved oxygen con- 
tent of six parts per million or higher. 

(18) Applicant plans to begin the initial filling of the Gaston reservoir in 
late fall or early winter and to complete the filling before April. 

(19) The record shows that the Roanoke basin has fishery and wildlife re 
sources which should be preserved and improved, and that there may be 
archaeological materials worthy of salvage. 

(20) The installed horsepower capacity of Project No. 2009, hereinafter au- 
thorized for the purpose of computing the capacity component of the administra- 
tive annual charge, as increased by virtue of inclusion in the license of the 
proposed Gaston development with 240,000 installed horsepower capacity is 
373,000 horsepower. 

(21) The increased amount of annual charges to be paid under the lincense, 
as amended, for the purpose of reimbursing the United States for the cost 
of administration of Part I of the Act as hereinafter provided is reasonable. 

(22) It is desirable to reserve for future Commission determination the ques- 
tion of what lands of the United States are affected by the Gaston development, 
the license conditions which are appropriate for their proper utilization and 
protection, and the amount of annual charges to be fixed for the use thereof. 

(23) It is desirable to reserve for future Commission determination the ques- 
tion of what additional transmission lines and appurtenant facilities, if any, 
should be included in the license, together with additional terms and conditions, 
if any, relating thereto. 
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(24) The exhibits described in finding (2) above pertaining to the proposed 
Gaston development conform with the Commission’s rules and regulations and 
should be approved as part of the license for Project No. 2009, but Exhibits F 
and K showing and describing the project boundary and project lands, and 
a revised Exhibit L showing the design of the project structures, should be 
filed as hereinafter provided. 

(25) There is nothing in the record showing that any of the Interveners are 
opposed to the construction of the Gaston development. The record does show 
that the State of North Carolina is very much in favor of this development. 


The Commission orders: 


(A) The proceeding designated Project No. 2093 involving the application for 
license for the Gaston development is consolidated with the proceeding desig- 
nated Project No. 2009 involving the application for amendment of license in 
that matter; and the proposed Gaston development and the constructed Roanoke 
Rapids development shall be considered as units of one complete project and 
shall be designated as Project No. 2009. 

(B) The license for Project No. 2009 as amended is further amended effective 
as of March 1, 1960 in the following respects: 

PARAGRAPH I. Paragraph (C) of our order issued January 26, 1951 issuing 
license for Project No. 2009 is modified to read as follows: 

Paragraph (C). This license is issued to the Virginia Electric and Power 
Company under Section 4(e) of the Federal Power Act (hereinafter referred to 
a the Act), for a period of 50 years, effective February 1, 1951, for the con- 
struction, operation, and maintenance of Project No. 2009 (Roanoke Rapids and 
Gaston Developments) upon navigable waters of the United States, subject to 
the terms and conditions of the Act, which is hereby incorporated by reference 
as a part of this license, and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the Act. 

PARAGRAPH II. In conformity with our usual licensing practices, sub- 
paragraphs of Paragraph (D) of the order issued January 26, 1951, issuing 
license are redesignated as articles as follows: 


Subparagraph (1) is redesignated as Article 28 
Subparagraph (2) is redesignated as Articles 24 and 25 
Subparagraph (3) is redesignated as Article 26 
Subparagraph (4) is redesignated as Articles 30 and 31 
Subparagraph (5) is redesignated as Article 29 
Subparagraph (10) is redesignated as Article 27 
Subparagraph (12) is redesignated as Article 30 
Subparagraph (13) is redesignated as Article 35 
Subparagraph (14) is redesignated as Article 33 
Subparagraph (15) is redesignated as Article 34 
Subparagraph (16) is redesignated as Article 36 
Subparagraph (17) is redesignated as Article 38 


and the subparagraphs of paragraph (D) which are not redesignated above as 
articles are eliminated from paragraph (D) inasmuch as the terms and condi- 
tions of such subparagraphs are already contained in specific articles in Form 
L-4 of the license as follows: 


Subparagraph (6) appears as Article 10 
Subparagraph (7) appears as Article 11 
Subparagraph (8) appears as Article 12 
Subparagraph (9) appears as Article 13 
Subparagraph (11) appears as Article 4 
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PARAGRAPH III. To reflect the redesignation and deletions specified above 
and to otherwise amend the license, paragraph (D) of the order issued January 
26, 1951 issuing license as previously amended, is further modified to read as 
follows: 

Paragraph (D). This license shall also be subject to the terms and condi- 
tions set forth in Form L-4, 16 FPC 1284, entitled “Terms and Conditions of 
License for Unconstructed Major Project Affecting Navigable Waters of the 
United States”; which terms and conditions, designated as Articles 1 through 18, 
are attached hereto and made a part hereof, except for Article 7 therein; and 
subject to the following special conditions set forth herein as additional articles: 

Article 19. The Licensee shall submit in accordance with the Commission’s 
rules and regulations, revised Exhibit L drawings for the Gaston Development, 
and the Licensee shall not commence construction of the project works for that 
development until the Commission approves the exhibit. 

Article 20. The Licensee shall upon completion of the Gaston dam, effect 
initial impoundment of water during the autumn and winter seasons and prior 
to the initiation of spring plant growth. 

Article 21. The Licensee shall cooperate with the University of North 
Carolina Department of Anthropology in arranging for an archaeological survey 
and necessary salvage prior to flooding of the Gaston reservoir area. 

Article 22. The Licensee shall compensate the United States for the en- 
croachment, if any, on the John H. Kerr Project resulting from the operation 
of the Gaston Development; and in the event that an agreement as to compen- 
sation cannot be reached between the Licensee and the Chief of Engineers, 
Department of the Army, the Commission, after notice and opportunity for 
hearing, shall fix and determine the compensation to be made by the Licensee 
to the United States for such encroachment. 

Article 23. The Commission reserves the right to determine at a later date 
what lands of the United States are affected by the Gaston Development and 
the amount of annual charges to be fixed for the use thereof, and to prescribe 
conditions for the use and occupancy of such lands. 

Article 24. Effective until the commencement of operation of the Gaston 
Development, except as hereinafter provided, sufficient water shall be released 
from the Roanoke Rapids reservoir to maintain minimum flows in the Roanoke 
River, as measured at the highway bridge at Roanoke Rapids, in accordance 
with the following tabulation. The similar flows listed for weekend require 
ments are predicated upon a diminished influx of pollutants: 


Minimum rate of flow 


Cubic feet 
per second 
weekend 


Annual interval Weekday 


January to April, inclusive. .-- sili Serbtineenieckeeh § 500 


May : 

June to August, inclusive_-_.. 
NC aw asinakeonanean 
October ine a 
November and December 


600 
1, 000 


The releases needed to maintain these tabulated flows shall be supplemented 
as necessary to provide a minimum rate of flow of 2,000 cubic feet per second 
from April 1 to June 1 of each year, except as this period may be modified 
upon the advice of the North Carolina Wildlife Resources Commission. Modi- 
fication of the period during which basic minimum flows are augmented to the 
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2,000 cubic feet per second level in accommodation to annual variations in the 
time and duration of spawning activities of the striped bass, and in accordance 
with the recommendations of the North Carolina Wildlife Resources Commis- 
sion, shall be limited as follows: The date of inauguration of the supplemental 
spawning-period flows shall not be advanced beyond March 15, nor retarded 
beyond April 15; the date of conclusion of the augmented spawning-period flows 
shall not be advanced beyond May 15, nor retarded beyond June 15; and the 
duration of the period of these spawing-period flows shall not exceed 75 days in 
any one year. 

Article 25. Effective with commencement of operation of the Gaston Develop- 
ment, the Licensee shall release sufficient water from the Roanoke Rapids 
reservoir to maintain minimum flows and pounds of oxygen in the Roanoke 
River as measured at the point of project discharge to meet the following 
requirements ; 

Requirement A: Minimum Instantaneous Flows. 


Cubic feet per second 



































January, February, March 


May, June, July August, September............................. 





The above flows are subject to the following special provisions: 
(1) These flows may be reduced on weekdays, Monday through Friday, during 
off-peak hours by not more than 20 percent, but such reduction shall not dis- 
pense with compliance with Requirement B. 

(2) The average flow for any day shall equal or exceed the minimum in- 
stantaneous flow specified for that month. 

(3) A minimum instantaneous flow of 2,000 cubic feet per second will be fur- 
nished by the Licensee for the period requested by the North Carolina Wildlife 
Resources Commission, to begin as early as April 1, but not later than April 
15, and to continue for at least 60 days but not longer than 75 days in any one 
year, in accommodation to annual variations in the time and duration of 
spawning activities of the striped bass. 

(4) The reduction in instantaneous flows permitted above shall not apply 
when special spawing flows are being passed for the benefit of striped bass. 


Requirement B: Minimum Oxygen 


Discharge from the Roanoke Rapids Development shall be maintained to 
provide dissolved oxygen at an instantaneous rate of not less than 78,000 pounds 
per calendar day during the months May through October, except as is permitted 
under the following conditions: 

(1) A reduction not in excess of 34 percent of the instantaneous rate of 78,000 
pounds per day will be permitted for periods not exceeding 14 consecutive hours. 

(2) Any oxygen deficit so created shall be offset by greater discharges so that 
a cumulative average rate of discharge of 78,000 pounds per day will be attained 
within a period up to but not exceeding 16 hours from the beginning of the 
oxygen deficient flows, and this condition (2) shall again begin to operate as 
soon as the instantaneous rate again falls below 78,000 pounds per day. 

The Licensee shall not be required to compensate through increased flows or 
other changes in operations for any lessening in the quality of water entering 
the Gaston Development which may after the effective date of this article be 
created by Acts of God, or through acts of others than the Licensee, and beyond its 
reasonable control. 
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Requirement C: 


In the event of temporary emergency conditions arising in performance of 
Requirements A and B the Licensee will cooperate in good faith with the North 
Carolina State Department of Conservation and Development, North Carolina 
State Stream Sanitation Committee and/or North Carolina Wildlife Resources 
Commission to take such reasonable steps in regard to the reductions permitted 
by item (1) under Requirement B as may be proper to meet the emergency con- 
ditions and in the interest of maintaining during such emergency conditions water 
quality in keeping with the standards required of class “C” waters by order of 
the North Carolina State Stream Sanitation Committee effective September 1, 
1957. But nothing herein is intended to compel the Licensee to correct conditions 
which it has not created and no permanent change of operations shall be made 
without the approval of the Federal Power Commission. 

Article 26. The volume of controllable releases of water from the Roanoke 
Rapids reservoir shall not be permitted to increase to double, or to decrease to 
half, of any prevailing discharge in less than one hour during the spawning 
period of striped bass. The spawning period shall be the period from April 1 to 
June 1 of each year, except as modified upon the recommendations of the North 
Carolina Wildlife Resources Commission as provided for in Articles 24 and 25. 

Article 27. The normal operating level of the Roanoke Rapids reservoir is 
established at elevation 132 above sea level. (U.S.C. and G.S. datum.) 

Article 28. The Licensee shall construct, maintain and operate such protective 
devices and shall comply with such reasonable modifications of the project struc- 
tures and operation in the interest of fish and wildlife resources, provided that 
such modifications shall be reasonably consistent with the primary purpose of 
the project, as may be prescribed hereafter by the Commission upon its own 
motion or upon recommendation of the Secretary of the Interior, the North 
Carolina Wildlife Resources Commission, or the Virginia Commission of Game 
and Inland Fisheries, after notice and opportunity for hearing and upon a finding 
based on substantial evidence that such modifications are necessary and de- 
sirable and consistent with the provisions of the Act: Provided, however, That 
no modifications of project structures shall be required unless recommendations 
are made by the North Carolina Wildlife Resources Commission, the Virginia 
Commission of Game and Inland Fisheries, or the Secretary of the Interior 
prior to November 30, 1960, or such further time as the Federal Power Com- 
mission may prescribe by its order issued prior to November 30, 1960. 

Article 29. The Licensee shall consult with the U.S. Fish and Wildlife Service, 
the North Carolina Wildlife Resources Commission and the Virginia Commis- 
sion of Game and Inland Fisheries, and on the basis of this consultation shall 
undertake appropriate measures for preserving and improving fish and wildlife 
resources of the project area as may be prescribed by the Federal Power Com- 
mission upon the recommendations of the Secretary of the Interior, the North 
Carolina Wildlife Resources Commission, and the Virginia Commission of Game 
and Inland Fisheries, after notice and opportunity for hearing. 

Article 80. The entire project area, except for such portions as may be reserved 
for reasons of safety and efficient operation, shall be open to free use by the 
public for the purposes of fishing, hunting, and other recreational pursuits; and 
the Licensee shall allow to a reasonable extent for such purposes the construc- 
tion of access roads, wharves, landings and other facilities on project lands the 
occupancy of which may in appropriate circumstances be subject to payment 
of rent to the Licensee in a reasonable amount: Provided, That the Licensee’s 
consent to the construction of access roads, wharves, landings and other facilities 
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shall not without its express agreement place upon the Licensee any obligation 
to construct or maintain such facilities. 

Article 31. After notice to the North Carolina Wildlife Resources Commission 
or to the Virginia Commission of Game and Inland Fisheries as to project lands 
in the State of North Carolina or in the State of Virginia, respectively, of a 
plan for disposition of any interest in project lands, describing the purposes of 
such disposition, the Licensee may effect the same, but subject to the other 
provisions of the license, unless, within 30 days of any such notice, such respective 
state agency shall advise the Federal Power Commission of any objection to the 
disposition, in which event the matter may be determined by the Commission. 

Article 32. The Licensee shall be responsible for reregulating additional water 
discharged from John H. Kerr reservoir either specifically for the protection 
of the striped bass fishery during the migration and spawning period, or specifi- 
cally for stream sanitation purposes, in accordance with an agreement or agree- 
ments to be entered into by the Licensee and the affected State and Federal 
agencies subject to the approval of the Commission. 

Article 88. The Licensee shall operate its project in such manner as the Chief 
of Engineers, Department of the Army, or his authorized representative may pre- 
scribe in order that the flood control and/or other benefits from present and 
future improvements under the jurisdiction of the Corps of Engineers as author- 
ized by Congress in the Roanoke River basin will not be nullified or substantially 
impaired by operation of the Licensee’s project. 

Article 34. The Licensee shall have no claim against the United States arising 
from the effect on the project following completion thereof of any upstream 
reservoirs that have been or may be constructed by the United States. 

Article 35. The Licensee shall, prior to flooding, clear all lands in the bottom 
and margin of the reservoirs to be submerged (1) so that no brush or trees pro- 
trude above an elevation of 12 feet below the minimum power pool of the 
Roanoke Rapids reservoir, and (2) from an elevation of 5 feet below the minimum 
power pool to an elevation not less than 2 feet above the normal pool of the 
Gaston reservoir so that no brush or trees protrude above an elevation of 5 
feet below the minimum power pool. The Licensee shall dispose of all temporary 
structures, unused timber, slash, refuse, or inflammable material resulting from 
the clearing of the lands or from construction of the project works; in addition, 
all trees along the margin of the reservoirs which may die from the operation of 
the project shall be removed; and the clearing of the lands and the disposal of 
the material shall be done with due diligence and to the satisfaction of the 
authorized representative of the Commission. 

Article 36. The Licensee shall commence construction of the Roanoke Rapids 
Development within one year after the issuance of the license and shall com- 
plete construction by March 16, 1956; shall commence construction of the Gaston 
Development by May 1, 1961, and shall thereafter in good faith and with due 
diligence prosecute such construction; and shall complete the Gaston Develop- 
ment by May 1, 1964. 

Article 37. The Licensee shall submit for Commission approval, Exhibits F 
and K, prepared in accordance with the Commission’s rules and regulations, 
within one year following the completion of the project works. 

Article 38. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the cost of admin- 
istration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (373,000 horsepower), plus two and one-half (2%) cents per 
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1000 kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made. 

Article 89. The Commission reserves the right to determine at a later date 
what additional transmission and appurtenant facilities, if any, should be in- 
cluded in the license as part of the project works. 

(C) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute a 
waiver of any other part, provision or condition of the license. 

(D) The exhibits referred to in finding (24) above are approved as part of 
the license for Project No. 2009. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance of 
this amendment of license, it shall be signed for the Licensee and returned to the 
Commission within 60 days of the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY AND MIDWESTERN GAS 
TRANSMISSION COMPANY, DOCKET NO. G—20353 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 28, 1960) 


American Louisiana Pipe Line Company (American), and Midwestern Gas 
Transmission Company (Midwestern) Delaware corporations, with their re- 
spective principal offices in Detroit, Michigan and Houston, Texas, filed a joint 
application in Docket No. G—20353 on December 14, 1959, pursuant to Section 7 
of the Natural Gas Act, for a certificate authorizing the exchange of natural gas 
with each other at a proposed point of interconnection between their respective 
main 30-inch transmission systems in Spencer County, Indiana, and to construct 
and operate metering and interconnecting facilities at the proposed point of 
interconnection, subject to the jurisdiction of the Commission, all as more fully 
described in the application on file with the Commission. 

The record shows American and Midwestern entered into an exchange agree- 
ment, dated November 24, 1959, providing for receipts and deliveries of exchange 
volumes of gas by the two companies when such deliveries can assist the com- 
panies in their system operations, the purpose of which is to provide added flexi- 
bility to their respective transmission systems and thus to ensure continuity of 
service to their respective customers, particularly in cases of emergencies. The 
receiving party will return equivalent volumes to the other party within 60 days 
following the date of delivery unless additional time is mutually agreed upon. 

Midwestern proposes to install and operate a metering station at the inter- 
connection of the two transmission systems and each party will construct and 
operate the necessary interconnecting facilities between its pipeline and the 
said metering stations. 

The application states that such exchanges will be made only when they will 
not impair service to their existing customers. 
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The cost of the proposed facilities is estimated as follows: 
American: Estimated cost 
Tap connection 
Midwestern : 
Metering facilities and tap 


The costs will be defrayed by each from cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.O., on 
March 17, 1960, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 

(1) American, a Delaware corporation having its principal place of business 
in Detroit, Michigan, and Midwestern, a Delaware corporation with a principal 
place of business in Houston, Texas, are “natural-gas companies” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the joint 
application and exhibits in this proceeding, are proposed to be used in the trans- 
portation and exchange of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as integral parts of American and Midwestern’s 
existing pipeline systems, and the construction and operation thereof by American 
and Midwestern are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) American and Midwestern are able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(4) The proposed construction and operation of the facilities, and exchange 
of natural gas by American and Midwestern are required by the public convenience 
and necessity and certificates therefor should be issued as hereinafter ordered 
and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificates hereinafter issued to American and Mid- 
western and to the exercise of the rights granted thereunder and that the time 
within which construction of the facilities authorized by this order shall be 
completed and in actual operation should be fixed at 4 months from the date on 
which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30(c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing American and Midwestern to construct and operate 
the facilities hereinbefore described and to exchange natural gas all as more 
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fully described in the joint application in this proceeding and the exhibits 
appended thereto, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificates granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 4 months from the date on which this order issues. 

(D) The exchange of natural gas will be limited to those times when such 
exchange can be accomplished without impairing service to the customers of 
American and Midwestern. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, 
DOCKET NO. G-—18777 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued March 28, 1960) 


Transcontinental Gas Pipe Line Corporation (Transco), filed on June 11, 1959 
an application, pursuant to Section 7 of the Natural Gas Act for a certificate of 
public convenience and necessity authorizing Transco to deliver to Owens-Corn- 
ing Fiberglas Corporation (Owens-Corning), an existing customer, an increased 
volume of natural gas from the presently authorized maximum of 5,000 Mcf per 
day on a firm basis, to a maximum of 7,000 Mcf per day for use in the latter’s 
Anderson plant in South Carolina. The additional gas will be delivered through 
the existing delivery point. 

Owens-Corning desires the additional 2,000 Mcf per day of firm gas to meet 
increased requirements caused by the expansion of its plant. 

From the evidence of record, it appears that Transco can deliver the additional 
2,000 Mcf per day to Owens-Corning after it completes the 1959 facilities pro- 
posed in Docket No. G-16603. By order modifying and adopting as modified, 
the Presiding Examiner’s initial decision in Docket No. G—16603, the Commis- 
sion issued a certificate of public convenience and necessity on November 17, 
1959, 22 FPC 836, authorizing the facilities which were the subject matter of the 
aforementioned docket. 

The Commission has previously found that the natural gas used by Owens- 
Corning at Anderson, South Carolina, is for a superior use. In Opinion No. 280, 
the Commission stated: 


The evidence shows that this gas is dedicated to a superior use in the manu- 
facture of glass fiber strands, involving substantial national defense con- 
siderations, and that other fuels are not suitable for this purpose. (14 
FPC 1, 4). 


2 Opinion No. 280 In the Matter of Transcontinental Gas Pipe Line Corporation Docket 
No. G-4185, et al. issued March 7, 1955, 14 FPC 1. 
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The additional 2,000 Mcf per day which Owens-Corning is herein seeking will 
also be used by Owens-Corning for a superior use, namely, the production of 
fiber glass strands and fibrous glass products. 

The proposed additional deliveries to Owens-Corning are estimated to yield 
to Transco an additional $287,620 per year, computed at the average rate of 39.4 
cents per Mcf, which is the rate now being charged for existing firm sales to 
Owens-Corning at 100% load factor. 

By letter dated October 16, 1959 temporary authorization was granted to 
Transco to render the proposed service to Owens-Corning. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
March 21, 1960, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest in opposition to the granting 
of the application has been received. Staff Counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation, having its principal place of business in Houston, Texas, is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order issued September 4, 1958, in Docket Nos. 
G—13143, et al., 20 FPC 264, 284. 

(2) The proposed delivery of natural gas to Owens-Corning as hereinbefore 
described and as more fully described in the application in this proceeding is 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) The proposed delivery of natural gas is required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(4) Transco is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraph (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act (18 CFR 157.20) should apply to the certificate 
issued hereinafter and to the exercise of the rights granted thereunder. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Transcontinental Gas Pipe Line Corporation in this proceeding, 
authorizing the delivery of an additional 2,000 Mcf of natural gas per day to 
Owens-Corning Fiberglas Corporation on a firm basis as hereinbefore described 
and as more fully described in the application in this proceeding, subject to 
the jurisdiction of the Commission upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraph (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act shall attach 
to the certificate issued in paragraph (A) hereof and to the exercise of the 
rights granted thereunder. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET 
NO. G-20120 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued March 28, 1960) 


On November 10, 1959, Transcontinental Gas Pipe Line Corporation (Appli- 
eant) filed an application, as supplemented December 17, 1959, in Docket No. 
G—20120, pursuant to Section 7(c) of the Natural Gas Act, for a certificate of 
public convenience and necessity seeking authorization to make an additional 
firm sale of up to 1,400 Mcf of natural gas per day to the United Gas Improve- 
ment Company (UGI) for resale in UGI’s Hazleton District, Monroe County, 
Pennsylvania, and to construct and operate a meter station about 16 miles north- 
east of the Town of Hazleton in order to effect the proposed sale. 

The 1,400 Mcf per day for resale in Hazleton will be over and above the 
volumes of natural gas presently being purchased by UGI from Applicant in 
the Philadelphia area. 

UGI proposes to construct approximately 25 miles of 6-inch lateral pipeline 
extending from Transco’s proposed meter station on its Leidy Line near Blake- 
slee, Pennsylvania, in a general westerly direction to the Town of Hazelton. This 
lateral with appurtenances is estimated to cost UGI approximately $675,000. 
The existing Hazleton distribution facilities will be used for the distribution of 
natural gas. UGI estimates the cost of converting customers’ appliances at 
$20.00 per meter, which cost will be amortized over a 10 year period. 

UGI, which presently distributes manufactured gas in the Hazleton area,’ 
states that manufactured gas cost 18 cents per therm to produce while natural 
gas is estimated to cost approximately 5 cents per therm including “maintenance 
and standby labor.” On the basis of the anticipated sales forecast for natural 
gas, UGI estimates the savings in the first three years of natural gas service 
in the Hazleton area to be respectively $344,760, $403,842 and $478,608. 
Estimated natural gas requirements for UGI in the Hazleton area are: 


Annual (Mcf at 14.7 psia) 





Peak day Firm Interruptible Total 














Po conn nnienSkdlametube ucwends 875 249, 400 5, 600 255, 000 
Picton siipdbanwisadcmedbtiemaninnd 1, 250 285, 500 13, 200 298, 700 
bas beteet dined bare akansees | 11,400 340, 800 13, 200 354, 050 














nh estimates an additional 361 Mef per day of liquified petroleum gas will be required on the 1962-63 
pe: ay. 


Included in Applicant’s authorized expansion in Docket Nos. G—16603, et al., 
was 17,000 Mcf per day of unallocated capacity; UGI’s 1,400 Mcf per day 
requirement in this project will be supplied from Applicant’s unallocated capacity. 

The estimated cost of Applicant’s proposed metering and appurtenant facilities 
is $20,500 which is to be defrayed from cash, 


1 Upon conversion of its system to natural gas, UGI proposes to discontinue operation 
of its manufactured gas plant. 
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Service to UGI will be rendered under Applicant’s Rate Schedule G-3 which 
is on file with the Commission. 

Applicant was granted temporary authority by letter dated February 11, 1960, 
to render the service. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 21, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission's 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware cor- 
poration having its principal place of business in Houston, Texas, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order issued November 18, 1948, in Docket No. 
G-1143. 

(2) The facilities hereinbefore described, as more fully described in the 
application and supplement in this proceeding, are to be used in the transpor- 
tation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as integral parts of Applicant’s existing pipeline system 
and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c)(3), (c)(4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the construction of 
the facilities authorized by this order shall be completed and placed in actual 
operation within 6 months from the date on which this order issues. 

(6) The maximum volume of natural gas to be delivered by Applicant to 
UGI for distribution in the Hazleton area should be the 1962-63 peak day 
estimated requirement of 1,400 Mcf. 

(7) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of rec- 
ord, and not having been denied by the Commission is granted pursuant to 
Section 1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, Transcontinental Gas Pipe Line Corpora- 
tion, to construct and operate the proposed facilities and to transport and sell 
natural gas as hereinbefore described, all as more fully described in the 
application and supplement herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
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Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in 
actual operation as provided by paragraph (b) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act within 6 months from the 
date on which this order issues. 

(D) The maximum volume of natural gas which Applicant may deliver 
to UGI for distribution in the Hazleton area shall be not more than 1,400 Mcf 
per day. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


DUKE POWER COMPANY, PROJECT NO. 2232 
ORDER APPROVING REVISED EXHIBIT L DRAWINGS 
(Issued March 30, 1960) 


On February 8, 1960, Duke Power Company, in compliance with Article 26 
of its license for major Project No. 2232, filed for Commission approval revised 
Exhibit L drawings for the proposed Cowans Ford development. The principal 
change shown in the revised drawings is the inclusion of a skimming weir 
upstream from the powerhouse intake. 

The proposed Cowans Ford development consists of a concrete intake struc- 
ture and powerhouse section, a concrete gravity controlled spillway section, two 
concrete gravity non-overflow sections, and two rolled earth-fill embankment 
sections. 

By letter dated March 9, 1960, the Chief of Engineers, Department of the 
Army, stated the plans of the structures affecting navigation are satisfactory. 
The Commission finds: 

(1) The following described revised Exhibit L drawings have been examined 
and conform to the Commission’s rules and regulations and should be approved 
as part of the license for the project as hereinafter provided : 

Exhibit L—sheet 8 (FPC No. 2232-438) entitled “Final Design—Plan and 
Profile,” sheet 9 (FPC No. 2232-44) entitled “Final Design—Sections and 
Details.” 

(2) The following described Exhibit L drawings, now part of the license, but 
which have been superseded, should be eliminated from the license as herein- 
after provided. 

Exhibit L—sheet 8 (FPC No. 2232-26) entitled “Final Design—Plan and 


Profile,” sheet 9 (FPC No. 2232-27) entitled “‘Final Design—Sections and 
Details.” 


The Commission orders: 

(A) The revised Exhibit L drawings described in finding (1) above are 
approved as part of the license for the project, and the Exhibit L drawings 
described in finding (2) above are eliminated from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


LEONARD W. PHILLIPS, ET AL., DOCKET NO. G—19945 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDING 
(Issued March 30, 1960) 


On October 2, 1959, Leonard W. Phillips, et al., (Phillips) tendered for filing 
Supplements Nos. 11 and 5 to his FPC Gas Rate Schedules Nos. 3 and 4, re- 
spectively, proposing increased rates and charges from 12.62¢ per Mcf* to 
base rates of 14.4248¢ per Mcf for jurisdictional sales of natural gas to Tennessee 
Gas Transmission Company (Tennessee Gas) from the South Hallville and 
Bethany-Carthage Fields in Panola and Harrison Counties, Texas. By order 
issued October 23, 1959, the Commission suspended the proposed increased rates 
and charges until April 2, 1960, and until such further time as they might be 
made effective in the manner prescribed by the Natural Gas Act. 

On February 24, 1960, Phillips filed an Offer of Settlement pursuant to Section 
1.18(e) of the Commission’s Rules of Practice and Procedure. 

In his Offer of Settlement, Phillips proposes that, in consideration for terminat- 
ing the suspension proceedings in the aforementioned docket and allowing the 
14.4248¢ per Mcf base rates to become effective without obligation to refund, 
he will agree to eliminate from his contracts with Tennessee Gas dated March 18, 
1955, and April 1, 1955, as amended, the favored nation and price determination 
provisions and substitute 1.0¢ per Mcf periodic escalation increases occuring 
on November 1, 1964, November 1, 1969, and November 1, 1974, for the present 
schedule of increases under these contracts. In addition, the tax reimbursement 
clauses would be amended substituting November 1, 1959, for March 18, 1955 and 
April 1, 1955, as the date for determining liability of the buyer for tax reim- 
bursement, all as more specifically set forth in the Appendices attached to this 
order. 

In support of his Offer of Settlement, Phillips states that the favored nation 
and price redetermination provisions contained in his basic contracts were im- 
portant elements of consideration required by Phillips under such contracts for 
the long term commitment of his gas reserves to the performance of said con- 
tracts. These two elements of consideration provided Phillips with a means of 
protecting himself against inflation and increased valuation of gas during the 
more than 20-year term of his contracts, and were included in the contracts 
after arm’s-length negotiation. In the interest of settling this case, he is now 
willing to give up for the remainder of the term of the contracts the important 
advantage of this “price redetermination” and also the “favored nation” pro- 
vision. Phillips further states that the price of 14.4248¢ per Mcf, which is the 
base price offered as the basis of this settlement, is a reasonable and fair cur- 
rent price for the gas being produced and delivered under the contracts herein 
involved; that the price is far below the level of prices in. contracts recently 
negotiated for gas being produced in the same areas, and that gas is being pur- 
chased from fields in the near vicinity of that from which the gas sold under 
Phillips’ contracts is produced, under contracts which provide for a price in 
excess of that stated above. 


Includes tax reimbursement of .12¢ per Mcf authorized to become effective on Sep- 
tember 1, 1956. 
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Tennessee Gas has concurred in the Offer of Settlement and has agreed, in 
the event the offer is accepted by the Commission, to make the necessary 
contract changes or amendments provided for in the offer. None of Tennessee 
Gas’ customers has intervened in this proceeding or indicated to the Commis- 
sion any opposition to the Offer of Settlement. 

In our judgment, settlement of this case in accordance with the Offer of 
Settlement is desirable in the public interest and appropriate to carry out the 
provisions of the Natural Gas Act. Phillips is proposing to eliminate his 
favored nation and price redetermination clauses in the contracts with Ten- 
nessee Gas involved herein, to waive all his future rights and benefits there- 
under, and to substitute a fixed 1.0¢ per Mcf escalation occurring in 1964, 1969, 
and 1974 for the present schedule of increases under these contracts. 

The proposed Offer of Settlement would be beneficial to the public and ad- 
vantageous to all concerned by relieving the Commission, the producers and 
Tennessee Gas, as well as customer companies of the time and expense which 
might be necessary to the conduct of a formal hearing in such a rate case as 
might otherwise arise under these clauses. The resulting stability and gas 
costs would be welcome to all segments of the natural-gas industry. Further- 
more, freeing the Commission from the need of considering such proposed in- 
creases would enable it to concentrate its efforts on other rate cases and other 
matters having possibly more serious consequence for the public and the 
consumer. 

However, it should be made clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Phillips under the fixed escalation provisions or otherwise. 


The Commission finds: 


(1) The proposed settlement of these rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Phillips with 
the Commission on February 24, 1960, and in the Appendices* to this order, 
is in the public interest and appropriate to carry out the provisions of the 
Natural Gas Act and should be approved by the Commission and made effective 
as hereinafter ordered. 

(2) Good cause exists for permitting the increased rate of 14.4248¢ per Mcf 
contained in Supplements Nos. 11 and 5 to Phillips’ FPC Gas Rate Schedules 
Nos. 3 and 4, respectively, and suspended by the Commission’s order issued 
October 23, 1959, to become effective without obligation to refund as of the 
date of the issuance of this order, and for terminating the rate suspension 
proceedings in Docket No. G-19945; subject, however, to the terms and con- 
ditions of the Offer of Settlement as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Phillips on February 24, 1960, is hereby 
accepted in accordance with the provisions of this order. 

(B) Phillips shall execute with Tennessee Gas an amendment to these par- 
ties’ Gas Purchase Contracts dated March 18, 1955 and April 1, 1955, as 
amended, filed with the Commission as Phillips’ FPC Gas Rate Schedules Nos. 
3 and 4, respectively, in accordance with Appendices A and B attached hereto. 

(C) Phillips shall, within 30 days from the date of issuance of this order, 
file with the Commission as a supplement to Phillips’ FPC Gas Rate Schedules 
Nos. 3 and 4, under Part 154 of the Commission’s Regulations under the Natural 
Gas Act, the executed agreements with Tennessee Gas required by paragraph 
(B) above. 


*Omitted in printing. 
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(D) Upon the date that Phillips makes the satisfactory filings in accordance 
with paragraph (C) above, the rates and charges contained in Supplements 
Nos. 11 and 5 to Phillips’ FPC Gas Rate Schedules No. 3 and 4, respectively, 
are hereby allowed to become effective without obligation to refund as of the 
date of the issuance of this order, and the proceedings in Docket No. G—19945 
are hereby terminated. 

(E) The acceptance of this Offer is without prejudice to any findings or 
determinations that may be made in any proceeding now pending or herein- 
after instituted by or against Phillips. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411.) 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


HAMILTON DOME OIL COMPANY, LTD. (OPERATOR), ET AL., DOCKET 
NOS. G—11348, G-13606, G—16664 AND G-—19744 


ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDINGS 
(Issued March 31, 1960) 


On February 29, 1960, Hamilton Dome Oil Company, Ltd., (Operator), et al., 
for itself and for the Stewart Petroleum Company (hereinafter referred to col- 
lectively as Hamilton Dome), tendered for filing an Offer of Settlement, pur- 
suant to Section 1.18(e) of the Commission’s Rules of Practice and Procedure, 
of the rate suspension proceedings involved in the above-entitled matters. The 
suspension proceedings involved concern Hamilton Dome’s jurisdictional sales 
of natural gas to Texas Eastern Transmission Corporation (Texas Eastern) 
from the Jefferson Field, Marion County, Texas. 

Hamilton Dome’s suspended rate changes involved in the above-captioned 
proceedings and the subject of this Offer of Settlement are as follows: 

| Rate | Supple- | Suspended Order sus- Date rate 
Docket No. schedule ment rate, cents | pending rate made effec- 


No. No. Per Mcf issued tive subject 
| to refund 


10-31-56 

11-4-57 
10-30-58 
10-23-59 


1 Formerly Arrow Drilling Company, et al., FPC Gas Rate Schedule No. 1. 
2 Suspended until Apr. 1, 1960, 


In its Offer of Settlement, Hamilton Dome states that, in consideration for 
allowing the suspended rate of 14.6¢ per Mcf in Docket No. G—16664 to continue 
in effect without obligation to refund, and for terminating and dismissing the 
rate suspension proceedings in the above-captioned dockets, with Hamilton 
Dome to be relieved of any and all obligations to refund in connection with said 
dockets, Hamilton Dome would agree to withdraw its notice of change in rate 
to 14.8¢ per Mcf (contained in Supplement No. 12 to Hamilton Dome’s FPC 
Gas Rate Schedule No. 1, suspended by the Commission’s order issued October 
23, 1959, in Docket No. G—19744, until April 1, 1960, and thereafter until made 
effective) and agrees to eliminate from its contract with Texas Eastern dated 
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August 1, 1952, as amended, and comprising Hamilton Dome’s FPC Gas Rate 
Schedule No. 1, the favored nation and price redetermination provisions and to 
revise the escalations to periodic increases of 1.0¢ per Mcf occurring at 5-year 
intervals for the remainder of the term of the contract (November 1963, Novem- 
ber 1968, and November 1973), thereby reducing the number of fixed escalations 
yet to occur under said contract. 

In support of its Offer of Settlement, Hamilton Dome states that the favored 
nation provision and the price redetermination provision contained in its con- 
tract were important elements of consideration required by Hamilton Dome 
under its contract for the long term commitment of its gas reserves to the per- 
formance of the contract. These two elements of consideration provided Hamil- 
ton Dome with a means of protecting itself against inflation and increased 
valuation of gas during the more than twenty year term of the contract, and 
were included in the contract after arms-length negotiation. Hamilton Dome 
further states that the price of 14.6¢ per Mcf, which is currently under sus- 
pension and which price is the base price offered as the basis of this settlement, 
is a reasonable and fair current price for the gas being produced and delivered 
under the contract herein involved; that the 14.6¢ per Mcf price is far below 
the level of prices in contracts recently negotiated for gas being produced in the 
same area, and that gas is being purchased from fields in the near vicinity of 
that from which the gas sold under Hamilton Dome’s contract is produced, under 
contracts which provide for a price in excess of that stated above. 

Texas Eastern has concurred in the Offer of Settlement, provided that Hamil- 
ton withdraws its notice of change in rate to 14.8¢ per Mcf as stipulated in the 
Offer of Settlement, and has agreed, in the event the Offer is accepted by the 
Commission, to make the contract changes or amendments provided for in the 
Offer. None of Texas Eastern’s customers has intervened in these proceedings 
or expressed on the record any opposition to the Offer of Settlement. 

In our judgment, settlement of these proceedings in accordance with the Offer 
of Settlement is desirable in the public interest and appropriate to carry out 
the provisions of the Natural Gas Act. Hamilton Dome is proposing to with- 
draw its notice of change in rate to 14.8¢ per Mcf (designated as Supplement 
No. 12 to Hamilton Dome’s FPC Gas Rate Schedule No. 1 and suspended by the 
Commission’s order issued October 23, 1959, in Docket No. G—19744, until April 
1, 1960) ; to eliminate its favored nation and price redetermination provisions in 
its contract with Texas Eastern involved herein, to waive all its future rights 
and benefits thereunder, and to revise the escalations to periodic increases of 
1.0¢ per Mcf occurring at 5-year intervals for the remainder of the term of the 
contract (November 1963, November 1968, and November 1973), thereby reducing 
the number of fixed escalations yet to occur under said contract. 

The proposed Offer of Settlement would be beneficial to the public and advan- 
tageous to all concerned, by relieving the Commission, the producers and Hamil- 
ton Dome, as well as customer companies of the time and expense which might 
be necessary to the conduct of formal hearings in such rate cases as might other- 
wise arise under the favored nation and price redetermination provisions of the 
eontract. The resulting stability in gas costs would be welcome to all segments 
of the natural-gas industry. Furthermore, freeing the Commission from the 
need of considering such proposed increases would enable us to concentrate our 
efforts on other rate cases and other matters having possibly more serious con- 
sequence for the public and the consumer. 

However, we desire to make it clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Hamilton Dome under the fixed escalation provisions or otherwise. 
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The Commission finds: 


(1) The proposed settlement of the rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Hamilton Dome 
with the Commission on February 29, 1960, and in the Appendix* to this order, 
is in the public interest and appropriate to carry out the provisions of the Natural 
Gas Act and should be approved by the Commission and made effective as here- 
inafter ordered. 

(2) Good cause exists for terminating the rate suspension proceeding in 
Docket No. G—16664, and for permitting the 14.6¢ per Mcf rate contained in 
Supplement No. 11 to Hamilton Dome’s FPC Gas Rate Schedule No. 1 and sus- 
pended by the Commission’s order issued October 30, 1958, in said docket, to 
continue in effect without obligation to refund; for terminating the proceedings 
in the remaining three dockets (G—11348, G—13606 and G—19744), and for reliev- 
ing Hamilton Dome of all refund obligations in connection therewith; subject, 
however, to the terms and conditions of the Offer of Settlement as hereinafter 
ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Hamilton Dome on February 29, 1960, 
is hereby accepted in accordance with the provisions of this order. 

(B) Hamilton Dome shall execute with Texas Eastern an amendment to these 
parties’ Gas Purchase Contract dated August 1, 1952, as amended, filed with the 
Commission as Hamilton Dome’s FPC Gas Rate Schedule No. 1, in accordance 
with the Appendix attached hereto. 

(C) Hamilton Dome shall, within 30 days from the date of issuance of 
this order, file with the Commission as a supplement to the aforesaid FPC 
Gas Rate Schedule No. 1, under Part 154 of the Commission’s Regulations 
under the Natural Gas Act, the executed agreement with Texas Eastern required 
by paragraph (B) above. 

(D) In accordance with the terms of the Offer of Settlement, Hamilton 
Dome is hereby permitted to withdraw its proposed increased price of 14.8¢ 
per Mcf contained in Supplement No. 12 to its FPC Gas Rate Schedule No. 1 
and suspended by the Commission’s order issued October 23, 1959, in Docket 
No. G-19744. 

(E) Hamilton Dome’s proposed increased rate of 14.6¢ per Mcf contained 
in Supplement No. 11 to its FPC Gas Rate Schedule No. 1 and suspended by 
the Commission’s order issued October 30, 1958, in Docket No. G—16664, is 
hereby permitted to continue in effect without obligation to refund: Provided, 
however, that Hamilton Dome makes a satisfactory filing in accordance with 
paragraph (C) above. 

(F) Hamilton Dome is hereby discharged from any liability for any refunds 
on account of the suspensions of the proposed increased rates in the dockets 
referred to above. 

(G) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceeding now pending or herein- 
after instituted by or against Hamilton Dome. 

(H) The proceedings in Docket Nos. G—11348, G-13606, G—16664 and G—19744 
are hereby terminated. 

Commissioner Connole dissenting because of the lack of findings of justness 


and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411) 


*Omitted in printing. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


JAKE L. HAMON (OPERATOR), ET AL., DOCKET NO. G—19431 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDING IN PART 
(Issued March 31, 1960) 


On February 26, 1960, Jake L. Hamon, for himself and for other parties 
in interest (herein referred to collectively as Hamon), tendered for filing an 
Offer of Settlement, pursuant to Section 1.18(e) of the Commission’s Rules 
of Practice and Procedure, of this rate suspension proceeding. This proceeding 
involves Hamon’s sales of natural gas subject to the jurisdiction of the Com- 
mission to Tennessee Gas Transmission Company (Tennessee), produced from 
certain tracts of land known as Jake Hamon Field, situated in McMullen 
County, Texas, and as further described in a basic sales contract dated 
November 17, 1952. 

Other parties of interest, as co-owners, are Argo Oil Corporation (Argo Oil), 
Stream, Inc., The Atlantic Refining Company (Atlantic), and Sunray Mid- 
Continent Oil Company (Sunray). The first two, Argo Oil and Stream, Inc., 
have filed ratifications of the basic sales contract and Hamon states they have 
authorized him to offer the subject compromise on their behalf. Atlantic 
and Sunray have not so authorized Hamon and the subject offer cannot be 
considered as applicable to their interests. However, Atlantic has made its 
own filings for this sale under its Rate Schedule No. 72 Sunray, on the other 
hand, has not made its own filings for this sale. 

The aforementioned basic sales contract as filed with the Commission has 
been designated Jake L. Hamon (Operator), et al., FPC Gas Rate Schedule 
No. 3. Supplement No. 5 to that rate schedule was accepted for filing by letter 
of the Commission, dated November 5, 1956, and is presently effective providing 
a rate of 12.12268 cents per Mcf. 

On August 17, 1959, Hamon tendered for filing Supplement No. 6 to the said 
Rate Schedule No. 3, proposing to increase the rate charged under said rate 
schedule to 17.23347 cents per Mcf, effective on November 1, 1959. By order 
of the Commission issued September 11, 1959, said Supplement No. 6 was made 
subject to hearing and suspended until April 1, 1960. No hearing has been 
commenced thereon. 

In his Offer of Settlement, Hamon proposes acceptance for filing of an amend- 
ment agreement to be entered into by, and between, Hamon, the co-owners, 
Argo Oil Corporation and Stream, Inc., as Sellers, and Tennessee, as Buyer, 
whereby the price to be paid for gas delivered under the basic sales contract 
would be amended by deleting in its entirety Section 10 of said basic sales 
contract, and substituting therefor a new Section 10 which is fully set forth 
in the Appendix* hereto. Hamon submitted a signed statement of Tennessee, to 
the effect that it joins in the offer for the purpose of indicating its agreement 
to make the contract amendment if the offer is accepted by the Commission. 

The present provisions contained in the said Section, “10. Prices”, contain 
“favored nations” and price redetermination clauses which are eliminated in 
the proposed amendment thereto. In lieu thereof, the amended “price” para- 
graph would provide periodic escalations in price commencing with the lesser 


1 Supplement No. 4 to Atlantic’s FPC Gas Rate Schedule No. 7, containing a redetermined 
rate increase from 12.12268 cents per Mcf to 17.24347 cents per Mcf, is suspended in 
Docket No. G—19659 until April 1, 1960. 

*Omitted in printing. 
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price of 14.6 cents per Mcf on April 1, 1960, and increasing one cent per Mcf 
on November 1, 1964, and an additional one cent per Mcf on November 1, 1969. 
Certain tax reimbursement and gas measurement clauses are also included in the 
proposed amended price clause, as is fully set forth in the Appendix hereto. 

In support of his Offer of Settlement, Hamon states that the “favored nation” 
provisions and the price redetermination provisions contained in the basic 
contract were important elements of consideration required by him under such 
contracts for the long term commitment of his gas reserves to the performance 
of said contract. These elements of consideration provided him with a means of 
protecting himself against inflation and increased valuation of gas during the 
more than twenty-year inflation term of these contracts, and were included in 
the contracts after arm’s length negotiation. In the interest of settling these 
cases, he is now willing to give up for the remainder of the term of the contracts 
the important advantage of these “favored nation” provisions and also the price 
redetermination provisions, and further, he is willing to accept the periodic 
increase of 1.0¢ per Mcf occurring at 5-year intervals for the remainder of the 
term of each of these contracts, as set forth in the Appendix hereto, thereby 
reducing the number of fixed escalations yet to occur under said contract. 

In addition, Hamon states that the price of 14.6¢ per Mcf, the base price 
offered as the basis of this settlement, is a reasonable and fair current price 
for the gas being produced and delivered under the contract herein involved; 
that said price is far below the level of prices in contracts recently negotiated 
for gas being produced in the same area; and that gas is being purchased from 
fields in the near vicinity of that from which the gas sold under his contracts 
is produced, under contracts which provide for a price in excess of those stated 
above. 

None of Tennessee’s customers have intervened in these proceedings or ex- 
pressed on the record any opposition to the Offer of Settlement. 

In our judgment, settlement of this proceeding in accordance with the Offer 
of Settlement is desirable in the public interest and appropriate to carry out 
the provisions of the Natural Gas Act. Hamon is proposing to eliminate his 
“favored nation” clauses and related provisions in his contracts with Tennessee 
involved herein, to waive all his future rights and benefits thereunder, and to 
delete the flexible price provisions from his contracts involved and substitute 
therefor a revised schedule of periodic escalations occurring in November 1964 
and November 1969. 

The proposed Offer of Settlement would be beneficial to the public and ad- 
vantageous to all concerned, by relieving the Commission, Hamon and Tennessee, 
of the time and expense which might be necessary to the conduct of formal 
hearings in such rate cases as might otherwise arise under the “favored nation” 
provisions and price redetermination clauses of the contract. The resulting 
stability in gas costs would be welcome to all segments of the natural gas 
industry. Furthermore, freeing the Commission from the need of considering 
such proposed increases would enable us to concentrate our efforts on other 
rate cases and other matters having possibly more serious consequence for the 
public and the consumer. 

However, we desire to make it clear that acceptance of this Offer of Settle 
ment shall not be construed as approval of any future increased rates proposed 
by Hamon under the periodic escalation provisions or otherwise. 

Notice of approval of Hamon’s said Offer of Settlement was given by Commis- 
sion letter dated March 24, 1960. As indicated in the letter, since Sunray did 
not join in the Offer of Settlement, Sunray’s interest will continue to be covered 
by Hamon’s Rate Schedule No. 3 and filings shall continue to be made by 
Hamon on behalf of Sunray. 
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The Commission finds: 


The proposed settlement of this proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Hamon with the 
Commission on February 26, 1960, and in the Appendix hereto, is in the public 
interest and appropriate to carry out the provisions of the Natural Gas Act 
and should be approved by the Commission and made effective as hereinafter 
ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Hamon of February 26, 1960, is hereby 
accepted in accordance with the provisions of this order. 

(B) Upon the execution of said settlement, in accordance with the Appendix 
hereto, Hamon shall, within 30 days from the date of issuance of this order, 
file with the Commission, as a supplement superseding the aforementioned 
Supplement No. 6 to Hamon’s FPC Gas Rate Schedule No. 3, the said Offer 
of Settlement, including in such filing the comparative revenue statement 
submitted as “Exhibit B” to said Offer of Settlement. 

(C) Upon Hamon’s filing of the aforementioned amendment as provided in 
paragraph (C) herein, superseding the aforementioned Supplement No. 6 to 
Hamon’s FPO Gas Rate Schedule No. 3, it is hereby accepted for filing and 
permitted to become effective without being subject to refund, as of April 1, 
1960. 

(D) Upon Hamon’s filing of the aforementioned amendment in accordance 
with the Offer of Settlement and the provisions of this order, this proceeding 
is hereby terminated insofar as it pertains to the interests of all parties except 
" Sunray Midcontinent Oil Company. 

* (E) The acceptance of this Offer of Settlement is without prejudice to any 
findings or determinations that may be made in any proceeding now pending 
or hereafter instituted by or against Hamon. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411) 








Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


J. P. KRENITSKY, ET AL., D/B/A KRENNERMAN OIL & GAS COMPANY, 
DOCKET NO. G-—20342 


ORDER DENYING MOTION TO LIFT SUSPENSION OF RATE SCHEDULE 


(Issued March 31, 1960) 





On December 18, 1959, we issued an order suspending until May 21, 1960, a 
proposed redetermined increased rate of 4.0¢ per Mcf from 21.0¢ to 25.0¢ per 
Mcf tendered by J. P. Krenitsky, et al., d/b/a Krennerman Oil & Gas Company 
(Krenitsky) for sales of natural gas to Gas Transport, Inc., from leases in 
Jackson County, West Virginia. On January 27, 1960, Krenitsky filed a motion 
requesting reconsideration of our aforesaid order issued December 18, 1959 and 
the issuance of a new order lifting the suspension of the proposed increased rate. 

In their motion, Krenitsky states that the original contract herein involved 
was entered into on January 12, 1954 between D. D. Foster as seller and Gas 
Transport, Inc., as buyer at a price of 21.0¢ per Mcf. Subsequently, on Janu- 
ary 3, 1955, the same parties entered into a supplemental contract changing, 
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among other things, the rate from 21.0¢ to 25.0¢ per Mcf. By assignment dated 
July 16, 1956, D. D. Foster sold his interest in the subject property to Krenitsky, 
who continued to charge the increased rate of 25.0¢ per Mcf which was in 
effect at the time of the transfer. Krenitsky further states that when they 
purchased the subject property they believed that all statutory requirements 
had been met and it was not until the buyer advised them of the necessity of 
obtaining Commission approval that they began to make the required filings, 
which were completed on November 20, 1959. 

In support of their motion, Krenitsky states that the purchaser of the gas is 
a subsidiary of Anchor Hocking Glass Company and operates only as a subsidiary 
buying and transporting gas for use by the parent company. Krenitsky states, 
therefore, that the increased rate affects only the Anchor Hocking Glass Com- 
pany and that the proposed rate will not be a hardship on the company inasmuch 
as the parent company was one of the parties who originally set and negotiated 
the 25.0¢ per Mcf rate and has been paying the increased rate since January 3, 
1955. 

Krenitsky further states that removal of the suspension order of the rate 
schedule would not violate public interest or the enforcement of the provisions 
of the Natural Gas Act and that the proposed increase rate is just, reasonable 
and not unduly discriminatory, or preferential. 

No further evidence was submitted by Krenitsky in support of their motion 
to lift the suspension of the subject rate schedule. 











































The Commission finds: 


The motion of Krenitsky filed January 27, 1960 should be denied as Krenitsky 
has set forth no new facts and no new principles of law which were either not 
fully considered by the Commission when it issued its order dated December 18, 
1959, or which now having been considered warrants any change in or 
modification of said order. 


The Commission orders: 


The motion to lift suspension of rate schedule filed by Krenitsky herein on 
January 27, 1960 is hereby denied. 








Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


A. 0. PHILLIPS (OPERATOR), ET AL., DOCKET NOS. G—11439, G—13490 
AND G-16963 


ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDINGS 


(Issued March 31, 1960) 





On October 9, 1956, A. O. Phillips (Operator), et al. (Phillips) tendered for 
filing Supplement No. 5 to his FPC Gas Rate Schedule No. 2 proposing an increased 
rate of 13.3¢ per Mcf for its sales of natural gas to Texas Eastern Transmission 
Corporation (Texas Eastern). By order issued November 8, 1956, the Commission 
suspended and deferred the use of said supplement until April 9, 1957, in Docket 
No. G-11439. Supplement No. 5 was not made effective subject to refund. 

On September 23, 1957, Phillips tendered for filing Supplement No. 6 to his 
FPC Gas Rate Schedule No. 2 proposing an increased rate of 14.2¢ per Mcf. 
By order issued October 22, 1957, the Commission suspended and deferred the 
use of said supplement until March 24, 1958, in Docket No. G-13490. Supplement 
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No. 6 was subsequently allowed to become effective subject to refund, as of 
June 30, 1958. 

On October 23, 1958, Phillips tendered for filing Supplement No. 7 to his FPC 
Gas Rate Schedule No. 2 proposing an increased rate of 14.6¢ per Mcf. By order 
issued November 21, 1958, the Commission suspended and deferred the use of 
said supplement until April 23, 1959, in Docket No. G—16963. Supplement No. 7 
was subsequently allowed to become effective, subject to refund, as of July 17, 
1959. 

On March 3, 1960, Phillips tendered an Offer of Settlement pursuant to Section 
1.18(e) of the Commission’s Rules of Practice and Procedure. 

In its Offer of Settlement, Phillips stated that, in consideration for allowing 
the increased rate of 14.6¢ per Mcf to continue in effect without obligation to 
refund, discharging Phillips of all refunding obligations with respect to Supple- 
ment Nos. 6 and 7 to Phillips FPC Gas Rate Schedule No. 2, and terminating and 
dismissing the proceedings in Docket Nos. G—11439, G—13490, and G—16963, Phillips 
would agree to eliminate from its rate schedule the favored-nation provision and 
substitute 1.0¢ per Mcf periodic increases in November 1963, November 1968 and 
November 1973 for the present periodic escalations of 0.2¢ per Mcf yearly 
eontained in its rate schedule. 

In support of its Offer of Settlement, Phillips states, inter alia, that the favored- 
nation provision was an important element of consideration required by Phillips 
for the long-term commitment of his gas reserves to the performance of the 
contract; that this element of consideration provided Phillips with a means of 
protecting himself against inflation and increased valuation of gas during the 
long-term of the contract; and that this provision was included in the contract 
after arm’s-length negotiations. Phillips states that it is now willing to give up 
the advantage of this provision in the contract in the interest of settling this case. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, in the 
event the offer is accepted by the Commission, to make the contract changes or 
amendments provided for in the offer. 

In the judgment of the Commission, settlement of this case in accordance with 
the Offer of Settlement is desirable in the public interest and appropriate to carry 
out the provisions of the Act. Phillips is proposing to eliminate the favored-nation 
provision in the contract with Texas Eastern involved herein, to waive all his 
future rights and benefits thereunder, and to convert the annual escalation now 
provided in the contract to a fixed 1.0¢ per Mcf escalation in November 1963, 
November 1968 and November 1973. 

The proposed Offer of Settlement would be beneficial to the public and advan- 
tageous to all concerned, by relieving the Commission, the producer, and Texas 
Eastern, as well as customer companies of the time and expense which might be 
necessary to the conduct of formal hearings in such rate cases as might otherwise 
arise under the clause. The resulting stability in gas costs would be welcome to 
all segments of the natural-gas industry. Furthermore, freeing the Commission 
from the need of considering such proposed increases would enable it to concen- 
trate its efforts on more important rate cases and other matters having possibly 
more serious consequenses for the public and the consumer. 

However, it should be made clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Phillips under the fixed escalation provisions or otherwise. 


The Commission further finds: 


The proposed settlement of these rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Phillips with 
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the Commission on March 3, 1960, and in the Appendix* to this order, is in the 
public interest and appropriate to carry out the provisions of the Natural Gas 
Act and should be approved by the Commission and made effective as herein- 
after ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Phillips on March 
8, 1960, is hereby accepted in accordance with the provisions of this order. 

(B) Phillips shall execute with Texas Eastern amendments to these parties’ 
Gas Purchase Contract dated April 18, 1955, as amended, filed with the Com- 
mission as Phillips’ FPC Gas Rate Schedule No. 2, in accordance with the Ap- 
pendix, attached hereto. 

(C) Phillips shall, within 30 days from the date of issuance of this order, file 
with the Commission as a supplement to the aforesaid FPC Gas Rate Schedule 
No. 2 under Part 154 of the Commission’s Regulations under the Natural Gas 
Act, the executed agreement with Texas Eastern required by paragraph (B) 
above. 

(D) Provided that Phillips makes a satisfactory filing in accordance with 
paragraph (C) above, the rate and charge set forth in Supplement No. 7 to 
Phillips’ FPC Gas Rate Schedule No. 2 is hereby allowed to continue in effect 
without obligation to refund, Phillips’ refunding obligation with respect to the 
increased rates and charges contained in Supplement Nos. 6 and 7 to Phillips’ 
FPC Gas Rate Schedule No. 2 are hereby discharged, and the proceedings in 
Docket Nos. G—11439, G-13490 and G—16963 are hereby terminated. 

(E) The acceptance of this offer is without prejudice to any findings or de- 
terminations that may be made in any proceedings, which are presently being 
heard, or in any other proceedings now pending or hereinafter instituted by or 
against Phillips. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411) 








Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PUGET SOUND POWER & LIGHT COMPANY, DOCKET NO. E-6929 
ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 


(Issued March 31, 1960) 














Puget Sound Power & Light Company (Applicant), incorporated under the 
laws of the State of Massachusetts and qualified to do business in the State of 
Washington, with its principal place of business at Seattle, Washington, filed an 
application on February 29, 1960, as amended March 23, 1960, for an order, pur- 
suant to Section 204 of the Federal Power Act, authorizing the issuance and sale 
at competitive bidding of $20,000,000, principal amount of First Mortgage Bonds, 
Series due 1990. 

Applicant proposes to issue the Bonds under its Indenture of First Mortgage, 
dated as of June 2, 1924, as heretofore supplemented and modified and as to be 
further supplemented and modified by a proposed Forty-fifth Supplemental In- 
denture to be dated as of April 1, 1960. 


*Omitted in printing. 
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On or about April 12, 1960, Applicant proposes to invite sealed, written bids 
for the purchase of the Bonds by newspaper publication and by distribution of 
a Form of Bid, together with a statement of terms and conditions relating 
thereto and a form of purchase contract. Each bid, whether from a single bid- 
der or a group of bidders, must be on the Form of Bid furnished by Applicant 
and must be for the purchase of the entire issuance of Bonds. Each bid must 
specify, among other things, (1) the interest rate to be borne by the Bonds, 
which rate shall be a multiple of 4th of 1 percent; (2) the price exclusive of 
accrued interest to be paid to Applicant for the Bonds, which price shall be not 
less than 100% or more than 102.75% of the principal amount thereof; and (3) 
that Applicant shall be paid the amount of the accrued interest on the Bonds 
from April 1, 1960, to the date of payment therefor and delivery thereof. 

Unless postponed, all bids for the purchase of the proposed issuance of Bonds 
must be presented to Applicant, c/o Stone & Webster Service Corporation, 90 
Broad Street (19th Floor), New York, New York, at or before 12:00 Noon, New 
York City Time, on April 20, 1960. Unless Applicant shall reject all bids (which 
it reserves the privilege to do) or shall exclude a bid or bids for reasons speci- 
fied in the statement of terms and conditions, it will accept the bid which re 
sults in the lowest annual cost of money to it. 

Each bid must be accompanied by an official bank, certified or bank cashier’s 
check or checks in the aggregate amount of $600,000. 

Applicant states that the net proceeds to be obtained from the proposed issu- 
ance of Bonds will be applied initially to the payment of the $15,000,000, Ten- 
Year, 3% Promissory Note in favor of the Metropolitan Life Insurance Company, 
issued May 1, 1950, and due May 1, 1960; and the balance of such proceeds, to 
the payment, in part, of Applicant’s outstanding bank loans, which are expected 
to aggregate approximately $10,500,000 at the time of the sale of the proposed 
Bonds.* Applicant’s construction program is anticipated to cost approximately 
$20,500,000 for the year 1960. Major construction expenditures in that program 
include about $7,100,000 for distribution plant improvements and approximately 
$6,000,000 for distribution plant—new services and extensions.” 

Written notice of the application has been given to the Public Service Com- 
mission of Washington and to the Governor of that State. Notice of the appli- 
eation has also been given by publicaton in the Federal Register on March 11, 
1960 (25 F.R. 2090), stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 
before March 24, 1960, with the Federal Power Commission, Washington 25, 
D.C. No protest, petition or request to be heard in opposition to the granting of 
the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued April 10, 
1958, Puget Sound Power & Light Company, Docket No. E-6805 (19 FPC 507). 

(2) The proposed issuance and sale of Bonds, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 


1 By order issued January 14, 1960 In the Matter of Puget Sound Power & Light Com- 
pany, Docket No. E-6917, 23 FPC 92, the Commission authorized Applicant to issue Prom- 
issory Notes in the aggregate principal amount of not to exceed $25,000,000 outstanding 
at any one time, conditioned upon the final maturity of all such Notes on or before July 
31, 1961. 

2? Applicant’s construction program for 1960 is described in greater detail in the Com- 


mission’s order, supra fn 1, authorizing the issuance of $25,000,000, principal amount of 
Promissory Notes. 
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(8) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act; and the proposed issuance of securi- 
ties is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(4) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by Applicant of service as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(5) The public notice given the aforesaid application is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of $20,000,000, principal amount of Bonds, 
upon the terms and conditions and for the purposes specified in the application, 
as described above, are hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall not 
be consummated until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2(k) (3) of the Commission’s Regulations under the Federal Power 
Act relating to compliance with competitive bidding requirements, and Section 
34.2(k) (4) of those Regulations relating to affiliation, and shall have either filed 
such amendments or shall have mailed them and -advised the Commission by 
telephone and telegraph, as contemplated in Section 34.9 of the Regulations. 

(ii) The Commission, by further order, shall have approved the price to be 
received by Applicant for the proposed issuance of Bonds and the interest rate 
thereof. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates, or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 


tion on the part of the United States with respect to any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


WELLS POWER COMPANY, PROJECT NO. 848 
ORDER APPROVING TRANSFER OF LICENSE (MINOR PART) 
(Issued March 31, 1960) 


Joint application was filed on February 15, 1960 by Wells Power Company, 
licensee for minor-part Project No. 848, and Wells Rural Electric Company of 
Wells, Nevada, for Commission approval of transfer of the license for the 
minor-part project from the former to the latter. The project is located in Elko 
County, Nevada, and affects lands of the United States within the Humbolt 
National Forest and other lands of the United States. 

The licensee has paid annual charges under its license for the minor-part 
project for the calendar year 1959. 
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The Commission finds: 


(1) The proposed transferee is a non-profit, non-stock corporation organized 
under the laws of the State of Nevada, and has submitted satisfactory evidence 
of compliance with the requirements of all applicable State laws insofar as 
necessary for the operation of the project. 

(2) Approval of transfer of the license as hereinafter provided will not be 
inconsistent with the public interest. 


The Commission orders: 


(A) The transfer of the license for minor-part Project No. 848 from Wells 
Power Company to Wells Rural Electric Company is approved, effective as of 
the date of conveyance of the minor-part project properties, subject to the 
provisions of Section 9.3 of the Commission’s regulations under the Federal 
Power Act. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Act, and failure to file such an application shall constitute acceptance of Wells 
Rural Electric Company of the license for minor-part Project No. 848. In 
acknowledgment of the acceptance of the license, this order shall be signed for 
the new licensee, and returned to the Commission within 60 days from the date of 
issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


COLORADO-WYOMING GAS COMPANY, DOCKET NO. G-—13577 
ORDER APPROVING PROPOSED SETTLEMENT AND PRESCRIBING REFUNDS 
(Issued April 1, 1960) 


On March 23, 1960, Colorado-Wyoming Gas Company (Colorado-Wyoming) 
| filed a “Proposal for Settlement Pursuant to Section 1.18 of the Commission’s 
. Rules of Practice and Procedure” in the above-entitled matter, a rate pro- 
ceeding under Section 4 of the National Gas Act. As part of the settle 
ment Colorado-Wyoming has tendered the consents of 5 of its jurisdictional 
eustomers, together with the consents of the Public Utilities Commission 
| of Colorado and the Public Service Commission of Wyoming. Colorado-Wyo- 
3 ming’s Proposal for Settlement is the result of a conference held in Washington, 
| D.C., on March 17, 1960, attended by the Commission’s staff, Colorado-Wyo- 
ming, certain of its resale customers, and by representatives of the Public 
Utilities Commission of Colorado and the Public Service Commission of Wyo- 
) ming. The settlement relates to rates for sales of natural gas for resale subject 
to the Commission’s jurisdiction, and provides for refunds of excess charges 4 
aggregating $2,435,639 plus interest of $138,667, making a total of $2,574,306 
for the period from February 5, 1958 through February 25, 1960. 
Colorado-Wyoming had previously filed, on September 27, 1957, Eighth 
Revised Sheet No. 4 and Seventh Revised Sheet No. 7 to its FPC Gas Tariff, 
Orginal Volume No. 1* pursuant to the provisions of Section 4(d) of the 
Natural Gas Act. By the Commission’s order issued October 25, 1957, in 
Docket No. G—13577, Colorado-Wyoming’s Eighth Revised Sheet No. 4 was 
suspended and the use thereof deferred until February 5, 1958, and until 
such further time as it may be made effective in the manner prescribed 
by the Natural Gas Act. Pursuant to appropriate motion filed by Colorado- 
| Wyoming, such proposed increased rate became effective under the provisions of 
the Natural Gas Act on February 5, 1958, pursuant to Commission order 
issued April 28, 1958, in this proceeding. 

The suspension proceeding in Docket No. G—13577 involved a rate having a 
monthly demand charge of $2.395 per Mcf and a commodity charge of 22.5¢ 
per Mcf. This was 22.5¢ higher in monthly demand charge, and 0.5¢ per Mcf 
higher in commodity charge than the rate in effect prior to February 5, 1958. 
This increase of Colorado-Wyoming was occasioned by an increase of its sup- 
plier, Colorado Interstate Gas Company (Colorado Interstate), which was sus- 
pended by the Commission in Docket No. G—13541 and subsequently permitted 
to become effective as of February 5, 1958, subject to obligation to refund. 

The Commission, by order issued December 31, 1959, 22 FPC 1180, approved 
the settlement of Colorado Interstate’s rates in Docket No. G—13541 wherein 
lower rates were established for sales to its customers during the period from 
February 5, 1958 to the end of 1958, and for the year 1959 and thereafter. 
Immediately following this settlement, Colorado-Wyoming proposed a settlement 
of its own related rate proceeding. Thereafter, the Commission’s staff made an 
examination of the company’s books and records. Upon conclusion thereof the 
aforementioned conference was held on March 17, 1960, culminating in the final 
agreement reached by all interested parties. 


1 Seventh Revised Sheet No. 7 to Colorado-Wyoming’s FPC Gas Tariff. Original Volume 
No. 1, relates to sales of gas for resale to industrial use only and, therefore, was not sus- 
pended but was allowed to become effective as proposed. 











































































570 FEDERAL POWER COMMISSION 


The proposed settlement agreement sets forth two specific rates applicable, 
respectively, from February 5, 1958 through December 25, 1958, and from De- 
cember 26, 1958 forward. Revised tariff sheets for the two periods were sub- 
mitted with the settlement proposal. The settlement rate for the period in 1958 
contains a monthly demand charge of $1.79 per Mcf and a commodity charge 
of 20.5¢ per Mcf and is lower by 60.5¢ per Mcf in the demand component, and 
2¢ per Mcf in commodity component than the rate contingently effective in 
Docket No. G—13577 for the period. The settlement rate for 1959 and there- 
after is lower by 63.5¢ per Mcf in the demand component, and 2¢ per Mcf in 
commodity component than the contingently effective rate for the corresponding 
period. 

The amounts to be refunded represent the difference between the revenues 
actually collected by Colorado-Wyoming from each customer since February 5, 
1958, under the contingently effective rates, and the settlement rates set forth 
in the agreement and in the revised tariff sheets, together with interest at the 
rate of 6 percent per annum. Total refunds by Colorado-Wyoming to each of 
its customers for the period from February 5, 1958 through February 25, 1960, 
together with interest accrued through March 31, 1960, are as follows: 





Customer Refunds Interest Total 
Public Service Company of Colorado--..-..-...--.-----.----.-- $1, 789, 416 $101, 798 $1, 891, 214 
Cheyenne Light, Fuel & Power Company---.-.....----------. 348, 551 19, 906 368, 457 
Greeley Gas Company..-....--.-.--------- a 291, 703 16, 608 308, 311 
Rocky Mountain Natural Gas Co., Inc. 4, 409 283 4, 692 
PERE 00 SPIN wneeienetinng pct ecnntcinnickendcasanecinneinnsin 1, 560 72 1, 632 
$2, 435, 639 $138, 667 $2, 574, 306 


In addition to providing for immediate refunds totaling $2,574,306, the agree- 
ment makes provision for passing along to the jurisdictional customers, on a 
pro rata demand and/or commodity basis, any additional refunds received from 
Colorado Interstate as a result of: (a) the audit of Colorado Interstate’s 
books for 1959 and the concomitant refund of all earnings in excess of a 6% 
rate of return on jurisdictional sales (as provided by Colorado Interstate’s 
settlement agreement in Docket No. G—-13541) ; and (b) completion of independ- 
ent producer rate cases affecting Colorado Interstate’s gas purchase costs (as 
also provided in Colorado Interstate’s settlement agreement). 

The settlement agreement makes reference to certain cost of service studies 
previously submitted to the Commission by Colorado-Wyoming. The Com- 
mission’s staff also made cost of service studies, following its field examination 
of the company’s books, for the years 1958, 1959 and estimated 1960. The 
staff’s studies portrayed somewhat different results than those proposed by 
the company but indicated that the amounts proposed to be refunded are 
adequate and that the rate for future sales is reasonable. 

Approval of the proposed settlement would leave unsettled only one rate 
proceeding of Colorado-Wyoming, Docket No. G—20579, which involves a change 
in rate form to a contract demand type of tariff and suspended by Commission 
order issued December 31, 1959 until June 1, 1960, and thereafter until made 
effective in the manner prescribed by the Natural Gas Act. Officials of Colorado- 
Wyoming have informally advised that if the proposed settlement is approved, 
the lower rate level provided therein will be converted to a contract demand 
form and filed in substitution for that row under suspension in Docket No. 
G-20579. 
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The Commission finds: 


(1) Colorado-Wyoming is a “natural-gas company” within the meaning of 
the Natural Gas Act, with sales of natural gas for resale subject to our 
jurisdiction. 

(2) The increased rates and charges contained in Colorado-Wyoming’s tariff 
sheet filed on September 27, 1957, in Docket No. G-—13577, and now in effect 
subject to refund, have not been shown to be just and reasonable, or otherwise 
lawful under the terms and provisions of the Natural Gas Act, and they 
should be disallowed and denied as hereinafter provided and ordered. 

(3) The refunds and rates proposed and agreed to by the parties and sub- 
mitted for our consideration on March 23, 1960, subject to the terms and con- 
ditions hereinafter ordered, is just and reasonable and in the public interest 
in carrying out the provisions of the Natural Gas Act and such settlement 
shoulda be approved, and made effective, as hereinafter provided and ordered. 

(4) Good cause exists that the 30-day notice requirement provided in the 
Commission’s Regulations under the Natural Gas Act be waived with respect 
to substitute Eighth Sheet No. 4 and Ninth Revised Sheet No. 4 (supersedes 
Substitute Eighth Sheet No. 4) to Colorado-Wyoming’s FPC Gas Tariff, Original 
Volume No. 1, submitted with the company’s proposal of settlement on May 23, 
1960, and such revised tariff sheets should be allowed to take effect as of 
February 5, 1958 and December 26, 1958, respectively. 


The Commission orders: 


(A) The increased rates and charges contained in Colorado-Wyoming’s filing 
referred to in paragraph (2) above, are disallowed and denied. 

(B) The refunds and rates proposed and agreed to between Colorado- 
Wyoming and all of its utility customers as well as the non-customer interveners 
referred to above is approved and made effective, subject to the terms and con- 
ditions hereinafter ordered. 

(C) The 30-day notice requirement provided in the Commission’s Regulations 
under the Natural Gas Act is hereby waived with respect to Substitute Eighth 
Sheet No. 4 and Ninth Revised Sheet No. 4 to Colorado-Wyoming’s FPC Gas 
Tariff, Original Volume No. 1, and said revised tariff sheets are hereby allowed 
to become effective as of February 5, 1958 and December 26, 1958, respectively, 
as proposed, subject to the terms and conditions of this order and of the 
settlement proposal. 

(D) Colorado-Wyoming shall refund, within 30 days from the date of this 
order, to its jurisdictional customers the amounts including interest computed 
in accordance with the settlement agreement. 

(E) Within 15 days after the making of any refund as provided by paragraph 
(D) above, Colorado-Wyoming shall report to the Commission, in writing and 
under oath, the amount of the refund made to each of its utility customers, 
showing separately the amount of principal and interest so paid, and shall 
serve a copy of such report upon each of the customers receiving a refund. 
Concurrently therewith, Colorado-Wyoming shall file, with respect to the refunds 
provided in paragraph (D) above, with the Commission releases from its 
jurisdictional customers showing receipt of the principal and interest in con- 
formity to the plan of settlement approved hereby. 

(F) In the event Colorado-Wyoming receives a refund from Colorado Inter- 
state pursuant to Section II and/or III of Colorado Interstate’s settlement 
agreement, the amount so received shall be refunded by Colorado-Wyoming 
pursuant to Section 2.5 (a) and/or (b) of its settlement agreement. 
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(G) Upon full compliance by Colorado-Wyoming with all the terms and 
conditions of this order, and acceptance of the filings made by it, the proceeding 
shall be considered terminated. 

(H) In issuing this order, the Commission’s action is not to be construed 
as a concurrence with the cost of service determinations, allocation methods 
and rate design principles used in arriving at rates and charges for future 
sales, or in computing the amount of refunds agreed upon in the settlement 
agreement, and neither the Commission, its staff, or other parties to the 
proceedings are to be prejudiced or bound thereby in future proceedings. 

(I) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission and is without prejudice 
to any claims or contentions which may be made by the Commission, Colorado- 
Wyoming, the Commission’s staff, or any other party affected by this order, 
in any proceeding now pending or hereafter instituted by or against Colorado- 
Wyoming or any other companies, persons or parties affected by this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


MONTANA-DAKOTA UTILITIES CO., DOCKET NO. IT-5460 


ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO CANADA AND SUPER- 
SEDING PREVIOUS AUTHORIZATION 


(Issued April 4, 1960) 


Montana-Dakota Utilities Co. (Applicant), incorporated under the laws of 
the State of Delaware and qualified to do business as a foreign corporation 
in the States of Minnesota, Montana, North Dakota, South Dakota, and Wyo- 
ming, with its principal place of business at Minneapolis, Minnesota, on Feb- 
ruary 1, 1960, filed an application for supplemental authorization, pursuant to 
Section 202(e) of the Federal Power Act, to increase the amounts and rates 
of transmission of electric energy which Applicant may transmit from the 
United States to Canada. 

By Commission order issued May 10, 1956, in the above-docket (15 FPC 
1388), Applicant was authorized to transmit electric energy from the United 
States to Canada in an amount not to exceed 500,000 kilowatt-hours per annum 
at a maximum rate of transmission of 175 kilowatts at North Portal, Sas- 
katchewan, 40,000 kilowatt-hours per annum at a maximum rate of trans- 
mission of 15 kilowatts at Northgate, Saskatchewan, 5,000 kilowatt-hours per 
annum at a maximum rate of transmission of 10 kilowatts at Elmore, Saskatch- 
ewan, and 15,000 kilowatt-hours per annum at a maximum rate of transmis- 
sion of 10 kilowatts at Marienthal, Saskatchewan. Applicant now seeks authori- 
zation to transmit up to 500,000 kilowatt-hours per year at a rate not to exceed 
200 kilowatts at North Portal, 45,000 kilowatt-hours per year at a rate not to 
exceed 20 kilowatts at Northgate, 12,000 kilowatt-hours per year at a rate not 
to exceed 10 kilowatts at Elmore, and 25,000 kilowatt-hours per year at a rate 
not to exceed 12 kilowatts at Marienthal. 

The amounts of energy which Applicant proposes to export, like those 
amounts presently exported pursuant to the afore-mentioned authorization, 
are to be transmitted to Canada from points within the State of North Dakota 
over four 2.3 kilovolt lines which are covered by a Presidential Permit signed 
by the President of the United States on May 18, 1942, and released to Applicant 
by Commission order issued July 21, 1942 (3 FPC 761), all in the above docket. 
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According to the application, the increased amounts of power and energy 
will be used by Applicant to meet the expanding electric requirements of its 
retail customers in Canada. 

Written notice of the application has been given to the Railroad and 
Warehouse Commission of Minnesota, the Board of Railroad Commissioners 
of Montana, the Public Service Commission of North Dakota, the Public 
Utilities Commission of South Dakota, and the Public Service Commission 
of Wyoming and to the Governor of each of those States. -Notice of the 
application was also published in the Federal Register on Februray 17, 1960 
(25 F.R. 1420), stating that any person desiring to be heard or to make any 
protest with reference to the application should on or before March 2, 1960, 
file with the Federal Power Commission, Washington 25, D.C., a petition or 
protest. No petition or protest or request to be heard in opposition to the 
granting of the application has been received. 


The Commission finds: 


(1) The proposed transmission of electric energy from the United States 
to Canada, as limited herein and as hereinafter authorized, will not impair 
the sufficiency of electric supply within the United States and will not impede 
or tend to impede the coordination in the public interest of facilities sub- 
ject to the jurisdiction of the Commission. 

(2) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) Applicant is hereby authorized to transmit electric energy from the 
United States to Canada in accordance with the terms and conditions set 
forth in the application and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Canada shall not exceed 500,000 kilowatt-hours 
per annum at a maximum transmission rate of 200 kilowatts at North Portal, 
Saskatchewan, 45,000 kilowatt-hours per annum at a maximum transmission 
rate of 20 kilowatts at Northgate, Saskatchewan, 12,000 kilowatt-hours per 
annum at a maximum transmission rate of 10 kilowatts at Elmore, Saskat- 
chewan, and 25,000 kilowatt-hours per annum at a maximum transmission 
rate of 12 kilowatts at Marienthal, Saskatchewan. The energy which Appli- 
eant is hereby authorized to export shall be transmitted over the facilities 
specified in the Presidential Permit signed by the President of the United 
States on May 18, 1942, and released to Applicant on July 21, 1942, all in 
the above docket. 

(C) The authorization herein granted may be modified from time to time 
or terminated by further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the 
Presidential Permit referred to in paragraph (B) above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all electric energy transmitted from the United States to 
Canada pursuant to the authority herein granted; shall make, keep and pre- 
serve full and complete records with respect to the movement of such energy ; 
and shall furnish to the Commission with respect to such transmission of energy, 
on or before February 15 of each year, reports in triplicate showing the kilowatt- 
hours delivered at each of the points herein authorized, the maximum kilowatts 
of transmission, and the consideration received therefor during each month 
of the preceding calendar year. 
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(F) This authorization to transmit electric energy from the United States 
to Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used hereunder by operation of law (including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial 
sale) pending the making of an application for permanent authorization and 
decision thereon, provided notice is promptly given in writing to the Commission 
accompanied by a statement that the physical facts relating to sufficiency of 
supply, rates, and nature of use remain substantially the same as before the 
transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Dominion of Canada for the exercise 
of any lawful authority vested in such State, State regulatory commission, or 
the Dominion of Canada over Applicant. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or any other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(I) The authorization herein granted shall supersede that heretofore granted 
by Commission order issued May 10, 1956, referred to above. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NEW ENGLAND POWER COMPANY, DOCKET NO. E-€591 


ORDER APPROVING AND DIRECTING DISPOSITION OF AMOUNT CLASSIFIED IN ACCOUNT 
100.1 ELECTRIC PLANT IN SERVICE 


(Issued April 5, 1960) 


New England Power Company (New England) by letter of December 18, 
1959, submitted a proposed plan of disposition of amounts involved in adjust- 
ments of the electric plant accounts of Connecticut River Power Company 
(Connecticut), which was merged into New England as of January 1, 1955. 
The proposed adjustments would result in a reduction of New England’s plant 
accounts by the amount of $2,810,570.22 as of January 1, 1938; and the elimina- 
tion of the credit balance of $3,200,000 of New England’s Account 258.2 Miscel- 
laneous Reserves, reserve for Blectric Plant Adjustments, which was formerly 
established by New England pursuant to order of this Commission issued 
January 4, 1955, 14 FPC 501, Docket No. E-6591, authorizing the merger of 
New England and Connecticut. 

Originally, Connecticut filed its reclassification and original cost studies of 
electric plant as of January 1, 1937, with the Commission on May 24, 1939, 
pursuant to Electric Plant Accounts Instruction 2-D of the Commission’s Uni- 
form System of Accounts Prescribed for Public Utilities and Licensees. The 
staff made a field examination of Connecticut’s books and other records in 
support of its original cost studies as of January 1, 1937, and its recorded 
changes in electric plant accounts to January 1, 1938, and proposed certain 
adjustments thereof. Conferences were held between company representatives 
and the staff concerning the proposed adjustments, resulting in agreement as to 
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all plant account adjustments and the accounting disposition thereof, except 
with respect to the recorded cost of $8,168,877.71 as of January 1, 1938, relating 
to the properties acquired by Connecticut from Connecticut Valley Lumber 
Company and subsidiaries. 

As mentioned above Connecticut was merged into New England as of Jan- 
uary 1, 1955, both companies being subsidiaries of a registered holding com- 
pany—New England Electric System. This Commission’s order issued 
January 4, 1955, Docket No. E-6591, authorizing that merger, also approved 
and directed adjustments of the plant accounts of Connecticut that had been 
tentatively agreed to between representatives of the company and the staff. 
The Commission’s order provided that, as part of the consideration for the 
transfer of properties from Connecticut to New England, the latter would 
assume $3,200,000 indebtedness of Connecticut to New England Electric Sys- 
tem, and New England Electric System would forgive New England to the 
extent of the $3,200,000 indebtedness assumed by New England for Connecticut. 
Further, the order directed the elimination of $3,050,633 from the recorded 
cost ($8,163,877.71 as of January 1, 1938) of the properties acquired from 
Connecticut Valley Lumber Company and subsidiaries and directed that New 
England establish on its books a “Reserve for Electric Plant Adjustments” 
account in the amount of $3,200,000 against which any plant adjustments in 
addition to $3,050,633 with respect to the Connecticut Valley Lumber trans- 
action would be charged. That order also provided that any balance in such 
reserve not required for the adjustments relating to the Connecticut Valley 
Lumber Company transaction be transferred on the books of New England to 
its Capital Surplus account or to a liability account with New England Electric 
System. 

New England now proposes the adjustment of its plant accounts by a re- 
duction (credit) in Account 100.1, Electric Plant in Service, of $2,810,570.22 
and concurrent charges to Account 110, Other Physical Property, and Account 
107, Electric Plant Adjustments, in the amounts of $116,820.000 and $2,693,750.22, 
respectively. The company further proposes that the amount of $2,693,750.22 
to be classified in Account 107 be disposed of by charge to Account 258.2, Mis- 
cellaneous Reserves, Reserve for Electric Plant Adjustments, as an offset in 
part to the credit amount of $3,200,000 established in Account 258.2 in com- 
pliance with the Commission order issued on January 4, 1955, in Docket No. 
E-6591, approving the merger of Connecticut with New England. The com- 
pany proposes further that the remaining credit balance of $506,240.78 in 
Account 258.2 be transferred to Account 223, Payables to Associated Com- 
panies—New England Electric S 


System, as contemplated in the afore-mentioned 
January 4, 1955, order. 


As proposed, the adjustments and disposition plan have been tentatively 
agreed to between New England’s representatives and representatives of the 
staff, subject to Commission approval. 


The plan of disposition of the amount classified in Account 100.1 Electric 
Plant in Service, as proposed by New England hereinabove set forth, was 
submitted, under date of February 25, 1960, to the Massachusetts Department 
of Public Utilities, the Vermont Public Service Commission, and the New 
Hampshire Public Utilities Commission with the request that their views on 
the matter be communicated to the Commission on or before March 11, 1960. 
By letters of March 9 and March 4, 1960, the Massachusetts Department of 
Public Utilities and the New Hampshire Public Utilities Commission, respec- 
tively, stated that they had no objection to the plan of disposition. To date 
no response has been received from the Vermont Public Service Commission. 


676—806—64 39 
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The Commission finds: 


The reclassification from Account 100.1 to Accounts 110 and 107; the 
disposition of the amount classified in Account 107 to Account 258.2; and the 
disposition of the remaining balance in Account 258.2 to Account 223, in 
the manner proposed above, are reasonable and appropriate for the purposes 
of the Federal Power Act and therefore should be approved and directed 
as hereinafter provided. 


The Commission orders: 


(A) The elimination by New England of the amount of $2,810,570.22 from 
Account 100.1, Electric Plant in Service, by charges of $116,820.00 to Account 
110, Other Physical Property, and $2,693,750.22 to Account 107 Blectric Plant 
Adjustments; the disposition of the amount classified in Account 107 by charge 
to Account 258.2, Miscellaneous Reserves, Reserve for Electric Plant Adjust- 
ments, as an offset in part to the credit amount of $3,200,000 established 
in the reserve account in accordance with the order issued January 4, 1955; 
and the disposition of the remaining credit balance of $506,249.78 in the 
reserve account by transfer to Account 223, Payables to Associated Companies— 
New England Electric System, are hereby directed and approved. 

(B) New England shall submit, within 30 days from the date of this order, 
two certified copies of the accounting entries giving effect to the disposition 
herein appreved and directed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


ARIZONA PUBLIC SERVICE COMPANY, DOCKET NO. IT-5331 


ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO MEXICO AND SUPER- 
SEDING PREVIOUS AUTHORIZATION 


(Issued April 6, 1960) 


Arizona Public Service Company (Applicant), incorporated under the laws 
of the State of Arizona, with its principal place of business at Phoenix, 
Arizona, filed an application on January 25, 1960, as supplemented February 
29, 1960, for authorization, pursuant to Section 202(e) of the Federal Power 
Act, to transmit electric energy from the United States to Mexico in an 
amount of not to exceed 6,000,000 kwh per year at a maximum transmission 
rate of 1500 kw. The requested authorization would supersede that previously 
granted by the Commission’s order issued August 15, 1955 (14 FPC 913), in 
the above docket. 

The application states that the energy will be sold to Compania de Servicios 
Publicos de Agua Prieta, S. A. (Mexican Company), incorporated under the 
laws of the Republic of Mexico, pursuant to the terms of a contract dated 
December 1, 1945, between Applicant’s predecessor, Arizona Edison Company, 
Ine., and Mexican Company. The amounts of energy which Applicant pro- 
poses to export will be transmitted over facilities located on the international 
boundary line adjacent to Agua Prieta, Sonora, Mexico, and authorized by 
a Presidential Permit therefor signed by the President of the United States on 
July 30, 1941, which was released to Arizona Edison Company, Inc., and 
subsequently transferred to Applicant by an Amendatory Presidential Permit 
signed by the President of the United States on August 28, 1952, both in 
Docket No. IT-5331. 
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By the previously mentioned order, Applicant was authorized to transmit 
from the United States to Mexico up to 4,000,000 kwh of electric energy per 
year at a rate of not to exceed 900 kw. The application states that the 
increased amount of electric energy requested is needed to meet the additional 
electric energy requirements of Mexican Company for its rendition of elec- 
tric service to the community of Agua Prieta and its environs. The appli- 
eation further states that Mexican Company has no generating capacity to 
supply such additional requirements. 

Applicant represents that it has sufficient energy available to transmit 
the additional electric energy at the increased rate of transmission without 
impairing the sufficiency of the electric supply within the United States. 

Written notice of the application has been given to the Arizona Corporation 
Commission and to the Governor of that State. Notice of the application has 
also been given by publication in the Federal Register on February 9, 1960 
(25 F.R. 1142), stating that any person desiring to be heard or to make any 
protest with reference to the application should, on or before February 23, 1960, 
file with the Federal Power Commission, Washington 25, D.C., a petition or 
protest in accordance with the Commission’s Rules of Practice and Procedure. 
No protest or petition or request to be heard in opposition to the granting of 
the application has been received. 

The Commission finds: 


(1) The proposed transmission of electric energy from the United States to 
Mexico as limited herein and as hereinafter authorized will not impair the 
sufficiency of electric supply within the United States and will not impede or 
tend to impede the coordination in the public interest of facilities subject to 
the jurisdiction of the Commission. 

(2) The period of public notice given in this matter is reasonable. 

The Commission orders: 


(A) Applicant is hereby authorized to transmit electric energy from the 
United States to Mexico in accordance with the terms and conditions set forth 
in the application and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Mexico shall be in an amount not in excess of 
6,000,000 kwh per year at a transmission rate not to exceed 1500 kw; the 
energy to be transmitted over facilities specified in a Presidential Permit signed 
by the President of the United States on July 30, 1941, which was released to 
Arizona Edison Company, Inc., and later transferred to Applicant by an Amenda- 
tory Presidential Permit signed by the President of the United States on August 
28, 1952, both in Docket No. IT-5331. 

(C) The authorization herein granted may be modified from time to time 
or terminated by further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit, as amended, in Docket No. IT-5331, referred to in Paragraph 
(B) above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall provide for the installation and maintenance of adequate 
metering equipment to measure the flow of all energy transmitted from the 
United States to Mexico pursuant to the authority herein granted; shall make, 
keep and preserve full and complete records with respect to the movement of 
such energy and shall furnish, in triplicate, to the Commission, with respect 
to such transmission of electric energy, reports annually on or before February 
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15, showing the kw hours delivered, the maximum kw of transmission, and the 
consideration received therefor during each month of the preceding year. 

(I) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but in the event of the in- 
voluntary transfer of the facilities used for such transmission by operation 
of law (including such transfers to receivers, trustees, or purchasers under 
foreclosure or judicial sale) said authorization shall continue in effect tempo- 
rarily for a reasonable time thereafter, pending the making of an application 
for permanent authorization and decision thereon, provided notice is promptly 
given in writing to the Commission accompanied by a statement that the 
physical facts relating to sufficiency of supply, rates, and nature of use remain 
substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico for the exercise 
of any lawful authority vested in the State, State regulatory commission, or 
the Republic of Mexico over Applicant. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or any other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(I) The authorization herein granted shall supersede that heretofore granted 
by the afore-mentioned order of the Commission issued August 15, 1955 (14 
IPC 913), in the above docket. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


KANSAS-NEBRASKA NATURAL GAS COMPANY, INC, DOCKET G-—20584 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 6, 1960) 


On December 28, 1959, supplemented on January 28, 1960, Kansas-Nebraska 
Natural Gas Company, Ine. (Applicant) filed in Docket No. G-20584 an appli- 
cation pursuant to Section 7(c) of the Natural Gas Act for a certificate of 
public convenience and necessity authorizing the construction and operation 
of unspecified minor routine natural gas facilities to enable Applicant to make 
new direct industrial sales of natural gas from its main pipeline system 
from time to time during the calendar year 1960, all as more fully set forth 
in the application, as supplemented. 

The total cost of the facilities for which authorization is sought, consisting 
of taps, short branch lines, and measuring and regulating equipment, is not 
to exceed $250,000, with no individual project to exceed a cost of $30,000, 
said costs to be paid out of current working funds. No increase in main 
line capacity is contemplated under this application. 

The total annual deliveries to new industrial customers under this proposal 
are not to exceed 1,750,000 Mcf per year, for use in dehydration, processing, 
electric generation (internal combustion engines) and other miscellaneous 
industrial plants, but Applicant states that none of the facilities for which 
authorization is sought herein will be used to deliver gas for use as boiler 
fuel to generate electricity. 
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The purpose of this “budget-type” application is to eliminate the time and 
expense involved in the filing and processing of numerous minor certificate appli- 
cations. The service to be rendered hereunder will be seasonal and interruptible. 

The relatively small proposed total deliveries under this application should 
not decrease Applicant’s gas reserves to the point of impairing service to 
its other customers. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on March 24, 1960, respecting the matters involved in and the issues pre- 
sented by the application herein. No petition to intervene or protest to the 
granting of the application has been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and that 
the Commission render a decision herein pursuant to Section 1.30(c)(1) of 
the Commission’s Rules of Practice and Procedure. 

The Commission finds: 

(1) Applicant, Kansas-Nebraska Natural Gas Company, Inec., a Kansas 
corporation having its principal place of business in Hastings, Nebraska, is 
a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of April 6, 1948, in Docket 
No. G—259 (3 FPC 966). 


(2) The facilities hereinbefore described, as more fully described in the appli- 
cation herein, are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Applicant are subject to the require- 


ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 
(3) Applicant is able and willing properly to do the acts and to perfornr 


the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities and the delivery of natu- 
ral gas commencing during the calendar year 1960, as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) It is appropriate and necessary in carrying out the provisions of the 
Natural Gas Act and the Commission’s regulations thereunder that Appli- 
cant should submit to the Commission on or before March 1, 1961, a state- 
ment under oath showing all pertinent details of the construction of the 
facilities authorized hereunder, including names and locations of customers, 
facilities installed for each customer, cost of each project, estimated annual 
deliveries to each customer, term of each contract and the average rate 
per Mcf charged each customer. 

(6) The authorization granted hereinafter should be limited to a total ex- 
penditure during the calendar year 1960 of not to exceed $250,000, with no 
single project to exceed a cost of $30,000, as proposed, and the total deliveries 
of natural gas hereunder should be limited to a maximum of 1,750,000 Mef 
per year on an interruptible basis, none of which shall be delivered for use as 
boiler fuel in the generation of electricity. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate issued hereinafter and to the exercise of the rights granted 
thereunder. 
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(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Kansas-Nebraska Natural Gas Company, Inc. to 
construct and operate the proposed facilities and to deliver natural gas com- 
mencing during the calendar year 1960, as hereinbefore described, as more 
fully described in the application in this proceeding upon the terms and condi- 
tions of this order. 

(B) Applicant shall, on or before March 1, 1961, submit to the Commission 
a statement under oath showing all pertinent details of the construction of 
the facilities authorized in paragraph (A) above, including names and locations 
of customers, facilities installed for each customer, cost of each project, esti- 
mated annual deliveries to each customer, term of each contract and the average 
rate per Mcf charged each customer. 

(C) The authorization granted in paragraph (A) above is hereby limited 
to a total expenditure during the calendar year 1960 of not to exceed $250,000, 
with no single project to exceed a cost of $30,000, as proposed, and the total 
deliveries of natural gas hereunder are hereby limited to a maximum of 1,750,000 
Mcf per year, none of which shall be delivered for use as boiler fuel in the 
generation of electricity. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Reguiations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exercise 
of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-19040; PERMIAN 
BASIN PIPELIND COMPANY, DOCKET NO. G-—19041 


ORDER VACATING DENIAL OF INTERVENTION AND GRANTING LIMITED INTERVENTION 
(Issued April 6, 1960) * 


On December 31, 1959, Fuels Research Council, Inc., National Coal Associa- 
tion, United Mine Workers of America, Mid-West Coal Producers Institute, 
Inc., Upper Lake Docks Coal Bureau, Inc., and The Chesapeake and Ohio Rail- 
way Company (hereinafter referred to collectively as “Petitioners”) filed a 
joint petition for leave to intervene in these proceedings, which concern the 
lawfulness of rates, charges, classifications, and services contained in the FPC 
Gas Tariffs of Northern Natural Gas Company (Northern) and Permian Basin 
Pipeline Company (Permian), as proposed to be amended. 

The Commission by its order issued February 5, 1960, 23 FPC 302, denied the 
Petitioners’ joint petition to intervene in these proceedings. The Commission 
concluded that the Petitioners had not shown that they had an interest in these 
proceedings of such nature that their participation in such proceedings as 
interveners would be in the public interest, or that other good cause existed 
for the granting of their joint petition. 


* Motion for reconsideration denied by order issued May 19, 1960 infra p. 708. Petition 
for review dismissed, 288 F. 2d 441 (CA3—1961). 





FEDERAL POWER COMMISSION 581 


Thereafter, hearings commenced February 9, 1960, and continued until Febru- 
ary 11, 1960, during which time the direct case of Northern and Permian was 
presented. At present, by ruling of the presiding examiner, these proceedings 
are in recess until May 11, 1960. On March 7, 1960, the Petitioners filed an 
application “For Rehearing, Reconsideration and Revocation” of the order, 
issued herein on February 5, 1960, denying their joint petition to intervene. 
In their application, the Petitioners aver, inter alia, that they are persons who 
are threatened with financial loss through the increased competition that will 
follow any order issued herein approving the rate tilt proposed by Northern 
and Permian, that the Petitioners will be subject to serious and substantial 
losses in revenues and income by reason of displacement of large tonnages of 
coal by gas, and that Northern’s rate tilt is designed specifically to drive coal 
from the off-peak industrial markets. 

Northern in the instant proceedings is seeking an increase in the demand 
component of its CD-1, CD-2, CD-3, CD-B and PL-3 Rate Schedules contained 
in its FPC Gas Tariff, First Revised Volume No. 1 and at the same time leaving 
the commodity component of the above Rate Schedules at their present level; 
thus loading the entire increase on the demand charges. 

In support of the proposed increases in the demand charge—Northern and 
Permian have introduced into the record, in their direct presentation, the 
testimony and related exhibits of certain witnesses concerning, among other 
things, the competitive situation as between sales of interruptible gas and coal, 
amounts of natural gas displaced by dump coal, and figures to indicate trans- 
portation and incremental mining costs. Northern has attempted to substan- 
tiate its contention, that only the demand component of their schedules should 
be increased, by the introduction of testimony and data pertinent to the com- 
petitive situation as between interruptible gas and coal. The approval of 
such a proposed rate tilt or any portion thereof might provide Northern with 
a competitive advantage by enabling it to sell off-peak gas in the interruptible 
market at prices equal to or below those of competitive fuels, viz., coal. 

Upon consideration of the Petitioners’ application “For Rehearing, Recon- 
sideration and Revocation” of the Commission order denying intervention, issued 
herein on February 5, 1960, and the pertinent and specific testimony and data 
introduced by Northern and Permian concerning the competitive situation as 
between interruptible gas and coal, it appears that limited intervention of the 
Petitioners in these proceedings as hereinafter ordered may be in the public 
interest. 


The Commission orders: 


(A) That the order issued herein on February 5, 1960, which denied per- 
mission to the Petitioners to intervene in these proceedings, is hereby vacated. 

(B) The Petitioners are hereby granted limited intervention in these pro- 
ceedings subject to the rules and regulations of the Commission. {such limited 
intervention shall include only that phase of the proceedings dealing with the 
issue of the competitive positions of natural gas and coal in the industrial off- 
peak market and Northern’s proposal to reflect that competitive situation by 
increasing only the demand component of its rates, and to that extent the 
Petitioners may cross-examine, present evidence, file briefs, and participate in 
oral arguments, if any, in these proceedings; Provided, however, that the 
admission of such interveners shall not be construed as recognition by the Com- 
mission that they might be aggrieved by any order or orders entered in these 
proceedings. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TOWN OF FAYETTE, MISSISSIPPI, DOCKET NO. G—20231 


ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF NATURAL GAS 


(Issued April 7, 1960) 


The Town of Fayette, Mississippi (Applicant), filed in Docket No. G—20231 
an application on November 23, 1959, as supplemented on December 21, 1959, for 
an order under Section 7(a) of the Natural Gas Act, directing Southern Natural 
Gas Company (Southern), to establish physical connection of its facilities with 
those which Applicant proposes to constiact, and to sell and deliver up to 552 
Mcf of natural gas per day to Applicant for distribution and resale in Fayette 
and environs, all as more fully described in the application on file with the 
Commission. 

There is presently no existing distribution system in Fayette. Liquid petro- 
leum gas is the only suppiy of gas available now. 

Applicant proposes to construct and operate approximately 8.4 miles of 3-inch 
lateral extending from Southern’s 18-inch Cranfield-Brookhaven transmission 
line, which is now being completed’, to the Town of Fayette. A meter station 
will be installed at the proposed point of connection. This point is near the 
Village of Hamburg where Applicant will take delivery from Southern. In 
addition, Applicant will construct and operate the necessary distribution 
facilities. 

Applicant further states the Town of Fayette has a population of about 1,850 


and within a 15-mile radius the population is estimated to be 11,300. Applicant 
estimates its gas requirements as ascertained by a field survey, as follows: 


Requirements in Mef 
Peak Day Annual 


36, 972 
43, 563 
47, 185 
49, 526 
51, 148 


The estimated cost of construction of Fayette’s entire project is $390,000, 
including fees, escrowed interest and contingencies. Fayette proposes to 
finance this cost by issuing $390,000 in municipal gas system revenue bonds. 
The bonds will have a 30-year maturity with an interest rate of 5 percent. 
Fayette’s entire indebtedness in this project is to be paid from gas sales 
revenues. 

Southern filed an answer on December 21, 1959, stating it will have sufficient 
capacity in its now completed Cranfield field line to render the service requested 
by the Applicant without impairing its ability to render adequate service 
to its other customers; and that it has no objection to the rendering of 
such service. 

Due notice of the filing of the application and opportunity for hearing 
thereon have been given by publication of notice in the Federal Register on 
March 2, 1960 (25 FR 1850). No protest or petition to intervene has been 
filed in this proceeding. 


2 Pursuant to authorization granted Southern in Docket No. G—14587. 
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The Commission finds: 

(1) Southern, a Delaware corporation, with its principal office in Birming- 
ham, Alabama, is engaged in the transportation of natural gas and in the 
sale of natural gas for resale in interstate commerce and is a “natural-gas 
company” within the meaning of the Natural Gas Act as was heretofore 
found by the Commission. 

2) The Town of Fayette, Mississippi, is a municipal corporation legally 
authorized by the laws of the State of Mississippi to engage in the local 
distribution and sale of natural gas to the public for ultimate comsumption. 

(3) It is necessary and desirable in the public interest that Southern 
be directed to establish physical connection of its natural gas transmission 
facilities with the natural gas facilities proposed to be constructed and operated 
by Applicant and to sell and deliver up to a maximum volume of 552 Mef 
of natural gas per day to the Applicant for resale and distribution in the 
Town of Fayette, Mississippi and environs thereof, such sale to be made 
under Southern’s appropriate FPC rate schedule. 

(4) The ability of Southern to render adequate service to its existing 
customers will not be impaired and no undue burden will be placed upon 
Southern as a result of the delivery of natural gas to Fayette as hereinafter 
ordered. 


The Commission orders: 

(A) Southern to establish physical connection of its natural gas trans- 
portation facilities with the facilities proposed to be constructed and operated 
by the Town of Fayette, Mississippi, as hereinbefore described, and to sell 
and deliver up to 552 Mcf of natural gas per day to Applicant for distri- 
bution and sale in the area proposed to be served as more fully described in 
the application, such sale to be made under Southern’s appropriate FPC rate 
schedule. 

(B) Southern shall report to the Commission in writing and under oath, 
the date of commencement of the service to Applicant within 30 days after 
the commencement of such service. 

(C) Applicant shall be prepared to receive gas from Southern within one 
year from the date of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman: Frederick Stueck, 
William R. Connole and Arthur Kline. 


MIDWESTERN GAS TRANSMISSION COMPANY, DOCKET NOS. G—182313, 
G-18314, G-—18815; MICHIGAN WISCONSIN PIPE LINE COMPANY, 
DOCKET NO. G-18316 


ORDER GRANTING STAY 
(Issued April 7, 1960) 


On April 4, 1960, Michigan Gas and Electric Company (Michigan Gas) filed 
an application for stay of Paragraphs (Q) and (R) of the Commission’s order 
accompanying Opinion No. 331 issued October 31, 1959, 22 FPC 775, in the above- 
entitled proceedings, pending final decision’ upon the petition for review filed 
by Michigan Gas on February 26, 1960, in the United States Court of Appeals 
for the District of Columbia Cireuit (No. 15592). 


1 Final disposition shall mean the entry of judgment by the United States Court of 
Appeals for the District of Columbia Circuit and (1) expiration of the time for filing a 
petition for a writ of certiorari without the filing thereof, or (2) if a petition has been 
filed, the denial thereof, or (3) if filed and granted, a decision by the Supreme Court on 
the merits of the petition. 
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Paragraph (Q), as amended, provides that Paragraph (O), which granted 
Michigan Gas and other interveners allocations of gas pursuant to Section 7(a) 
of the Natural Gas Act, “shall have no force or effect” as to such interveners 
unless they shall have constructed the facilities necessary to receive gas from 
Michigan Wisconsin Pipe Line Company within 18 months from the issuance 
date of the order. Paragraph (R) provided that Paragraph (O) “shall have 
no force or effect” as to Michigan Gas unless by February 1, 1960, Michigan 
Gas (1) shall have filed with the Commission a ten-year contract with Cleveland 
Cliffs Iron Company satisfactory to the Commission and (2) shall have filed 
with the Commission satisfactory evidence showing that Michigan Gas has 
secured the requisite authorizations from the Michigan Public Service Com- 
mission pertaining to the construction and operation of natural-gas facilities 
by Michigan Gas within the State of Michigan. By notice issued by the Sec- 
retary on January 29, 1960, the date for Michigan Gas’ compliance with Para- 
graph (R) was extended from February 1, 1960, to May 2, 1960. 

The Commission finds: 


It is appropriate in the public interest that Michigan Gas’ application for stay 
of Paragraph (R) and Paragraph (Q), insofar as Paragraph (Q) pertains to 
Michigan Gas, of the Commission’s order accompanying Opinion No. 331 issued 
October 31, 1959, be stayed pending review as hereinafter ordered. 

The Commission orders: 


(A) The requirements of Paragraph (Q), insofar as Paragraph (Q) pertains 
to Michigan Gas, and Paragraph (R) of the Commission’s order accompanying 
Opinion No. 331 issued October 31, 1959, as amended, are hereby stayed until 
60 days after final disposition, as hereinbefore defined, of the proceedings for 
review initiated by Michigan Gas in Michigan Gas and Electric Company v. 
F.P.C., CADC No. 15592. 

(B) All other provisions of the Commission’s order accompanying Opinion 
No. 331 issued October 31, 1959, shall remain unchanged. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TOWN OF ROXIE, MISSISSIPPI, DOCKET NO. G—20260 
ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF NATURAL GAS 
(Issued April 7, 1960) 


The Town of Roxie, Mississippi (Applicant), filed on November 27, 1959, an 
application in Docket No. G—20260, as supplemented on December 21, 1959, 
pursuant to Section 7 (a) of the Natural Gas Act, for an order directing Southern 
Natural Gas Company (Southern), to establish physical connection of its gas 
transmission system with facilities to be installed by the Applicant, and to direct 
Southern to sell natural gas to it on a firm basis for distribution in that commu- 
nity and its environs, all as more fully described in the application on file with the 
Commission. 

There is no existing gas distribution facilities in Roxie and the only supply 
of gas now available in Roxie is liquefied petroleum gas. Applicant is a munici- 
pal corporation legally authorized to engage in the local distribution of natural 
gas. 
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The Town of Roxie is located in Franklin County about 5 miles south of 
Southern’s 18-inch transmission line which extends between Cranficld and 
Brookhaven fields.. The population of Roxie within a 5-mile radius is esti- 
mated at 3,500. 

Applicant’s estimated requirements are tabulated below: 

Requirements (Mcf) 
Annual 
14, 906 
16, 537 
18, 118 
19, 600 
20, 272 

The Town’s project is to consist of about 5.7 miles of 2-inch transmission 
lateral extending from Southern’s 18-inch transmission line to the corporate 
limit of the town, plus a distribution system with sufficient appurtenances to 
serve the area’s third year requirements. Total cost of the transmission and 
distribution facilities and related expenses is estimated at $130,000, which 
Applicant proposes to finance with the proceeds from the sale of 5 percent 
80-year municipal gas revenue bonds. 

Southern filed an answer on December 21, 1959, stating it will have sufficient 
capacity in its now completed Cransfield field line to render the service requested 
by the Applicant without impairing its ability to render adequate service to 
its other customers and that it has no objection to the rendering of such service. 

Due notice of the filing of the application and opportunity for hearing 
thereon has been given by publication of notice in the Federal Register on 
February 27, 1960 (25 F.R. 1737). No protest or petition to intervene has been 
filed in this proceeding. 

The Commission finds: 


(1) Southern, a Delaware corporation, with its principal office in Birmingham, 
Alabama, is engaged in the transportation of natural gas and in the sale of 
natural gas for resale in interstate commerce and is a “natural-gas company” 
within the meaning of the Natural Gas Act as was hereiofore found by the 
Commission. 

(2) The Town of Roxie, Mississippi, is a municipal corporation legally 
authorized by the laws of the State of Mississippi to engage in the local 
distribution and sale of natural gas to the public for domestic and commercial 
uses, 

(3) It is necessary and desirable in the public interest that Southern be 
directed to establish physical connection of its natural gas transmission facili- 
ties with the natural gas facilities proposed to be constructed and operated 
by Applicant and to sell and deliver up to a maximum volume of 232 Mecf of 
natural gas per day to the Applicant under Southern’s appropriate FPC rate 
schedule, for resale and distribution in the Town of Roxie, Mississippi. 

(4) The ability of Southern to render adequate service to its existing 
customers will not be impaired and no undue burden will be placed upon 
Southern as a result of the delivery of natural gas to the Town of Roxie as 
hereinafter ordered. 


The Commission orders: 


(A) Southern to establish physical connection of its natural gas transporta- 
tion facilities with the facilities proposed to be constructed and operated by 


1 This line is now under construction pursuant to Commission authorization in Docket 
No. G—14587. 
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the Town of Roxie, Mississippi, as hereinbefore described, and to sell and 
deliver up to 232 Mcf of natural gas per day to Applicant under Southern’s 
appropriate FPC rate schedule, for distribution and resale in the area proposed 
to be served as more fully described in the application. 

(B) Southern shall report to the Commission in writing and under oath, 
the date of commencement of the service to Applicant within 30 days after 
the commencement of such service. 

(C) Applicant shall be prepared to receive gas from Southern within one 
year from the date of this order. 


> 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 








NEVADA IRRIGATION DISTRICT, PROJECT NO. 2266 










ORDER ISSUING PRELIMINARY PERMIT 


(Issued April 8, 1960) 









Application was filed on June 29, 1959 by Nevada Irrigation District 
(Applicant), of Grass Valley, California, for a preliminary permit under 
the Federal Power Act (hereinafter referred to as the Act) for a period of 
36 months for proposed Project No. 2266, to be located on South Fork of North 
Yuba River, Middle Yuba River, South Fork of Middle Yuba River, Canyon 
Creek, South Yuba River and Bear River, in Sierra, Nevada and Placer Counties, 
California, and affecting lands of the United States within Tahoe National 
Forest and other lands of the United States. 

The project, as proposed and described in the application, will be an expansion 
and addition to the project under Minor-Part License held by the Applicant 
for Project No. 338. Certain of the existing works will be replaced, repaired, 
relocated or enlarged under the proposed project. Proposed works, consist 
of: Jackson Meadows reservoir, with approximately 45,000 acre-feet of stor- 
age, and English Meadows reservoir, with approximately 10,000 acre-feet of 
storage, both located on Middle Yuba River; a diversion structure on South 
Fork of North Yuba River and gravity conduit to Jackson Meadows; the 
existing Milton-Bowman conduit to be rebuilt and the tunnel repaired; a 
low dam to raise Faucherie Lake to provide approximately 3,000 acre-feet 
of storage; a diversion on East Fork of Middle Yuba River and closed con- 
duit to existing Weaver Lake; a low dam to raise Weaver Lake to provide 
approximately 4,000 acre-feet of storage and a tunnel from Weaver Lake to 
Bowman Reservoir; the existing Bowman Spaulding conduit to be enlarged, 
improved and replaced, in part, by a tunnel; a canal from the Drum afterbay 
dam to a proposed powerhouse, Dutch Flat No. 2, with an installation of 22,000 
kilowatts on Bear River; a canal from Dutch Flat to a proposed powerhouse, 
Chicago Park, with an installation of 33,000 kilowatts on Bear River; Rollins 
re-regulating and storage reservoir on Bear River with a capacity of approx- 
imately 30,000 acre-feet of storage; and numerous diversions from small 
creeks, conduits, and access roads. 

Applicant states that the energy from the proposed plants will be sold 
to Pacific Gas and Electric Company, and distributed and sold for public 
utility purposes. 

The Assistant Chief of Civil Works, Office of the Chief of Engineers, 
Department of the Army, in reporting on the application, stated that the 
proposed project would not affect the function of the existing Federally- 
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owned Harry L. Englebright debris storage project on the Yuba River, 
but it could conceivably affect the power output of the Pacific Gas and 
Electric Company’s power plant (under license as Project No. 1403) located 
below the dam and could also presumably affect the contract between the 
Company and the Corps of Engineers for the use of storage in the rfervoir. 
He, therefore, recommended two special conditions for inclusion in any permit 
issued, as hereinafter provided. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who 
has supervision over the Tahoe National Forest, in reporting on the appli- 
cation, stated that the Forest Service has no objection to the issuance of a 
preliminary permit for the proposed project provided that the terms and con- 
ditions usually included in such permits for the adequate projection and 
utilization of the national forest land and resources involved be supple- 
mented by a special condition as hereinafter provided. 

An Assistant Secretary of the Interior, in reporting on the application, 
stated that all features of the proposed project will require study in detail 
to determine ways and means of preserving existing fish and wildlife resources, 
restoring diminished resources, and enhancing such resources where feasible, 
and cited such items as stream flow maintenance, public access to proposed 
reservoirs, favorable reservoir operation and migratory deer protection as 
principal matters of concern. It was recommended that a special condition 
be ineluded in any permit issued requiring the permittee to establish schedules 
of flow releases and to prepare plans for the protection of fish and wildlife 
resources and for the compensation of unavoidable damage to those resources 
in cooperation with certain State and Federal agencies prior to any appli- 
cation for license in order that adequate provisions shall be made for the 
protection, propagation, and enhancement of fish and wildlife resources of 
the affected areas. 

The Deputy Director, Department of Fish and Game, State of California, 
in reporting on the application, recommended for inclusion in any permit 
issued, the same special condition recommended by the Assistant Secretary of 
the Interior. 

We have included hereinafter a special condition for the protection of the 
respective interests of the reporting Federal and State agencies mentioned 
above. 

While the application for preliminary permit for proposed Project No. 2266 
conflicts with Applicant’s pending application for amendment of its license 
for minor-part Project No. 338, Applicant, by letter dated December 8, 1959, 
stated it will agree to withdrawal of its application for amendment sub- 
sequent to the issuance of the preliminary permit for Project No. 2266. 

Pursuant to petition therefor, Pacific Gas and Electric Company was per- 
mitted to intervene in this proceeding in protest to the application for pre- 
liminary permit. Inasmuch as it appears that the proposed project could 
conceivably affect the operation and power output of Pacific Gas and Electric 
Company’s downstream licensed Project No. 1403, with which the United States 
Corps of Engineers has a contract for the use of storage in the Corps’ Harry 
L. Englebright Reservoir, we are requiring Applicant to make studies to pro- 
vide information on its proposed project operations sufficient to permit the 
Corps to make an evaluation of any detrimental effect on the operation and 
power output of Project No. 1403 as hereinafter provided. 

As stated above, Applicant requests a preliminary permit for a period of 
36 months. It appears appropriate, however, that the initial period of the 
permit should be 24 months, as hereinafter provided. 
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No construction is authorized under a preliminary permit. A permit gives 
the Permittee, during the period of the permit, the right to priority of ap- 
plication for license while the Permittee undertakes the necessary studies and 
examinations, including the preparation of maps and plans, in order to deter- 
mine the economic feasibility of the proposed project, the means of securing 
the necessary financial arrangements for construction, the market for the project 
power, and all other information necessary for inclusion in an application for 
license, should one be filed. 


The Commission finds: 


(1) Applicant is a municipal corporation organized under the laws of the 
State of California, and is a municipality as that term is defined in Section 
3(7) of the Federal Power Act. 

(2) The project will affect lands of the United States within the Tahoe 
National Forest and other lands of the United States. 

(3) Public notice of the application has been given. No protest, except 
the one mentioned above, has been received. Hxcept as recited above, no con- 
flicting application is before the Commission. 

(4) The proposed project does not affect any Government dam and no reason 
is apparent at this time for its development by the United States. 


The Commission orders: 


(A) This preliminary permit is issued to Nevada Irrigation District (here- 
inafter referred to as the Permittee) for a period of 24 months, effective as 
of March 1, 1960, for the sole purpose of maintaining priority of application 
for a license for Project No. 2266, affecting lands of the United States within 
the Tahoe National Forest and other lands of the United States, subject to 
the terms and conditions of the Federal Power Act which is hereby incor- 
porated by reference as a part of this permit, and subject to such rules and 
regulations as the Commission has issued or prescribed under the provisions 
of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit” (16 FPC 
1303), which terms and conditions (designated as Articles 1 through 8) are 
attached hereto and made a part hereof; and further subject to the following 
special conditions set forth herein as additional articles: 

Article 9: The Permittee shall submit at the close of each six month period 
from the effective date of this permit to the Regional Engineer, Federal Power 
Commission, San Francisco, California, having supervision over the project, or to 
such other officer as the Commission may designate, accurate statements of 
the work accomplished during the period and of the work contemplated under 
this permit for the ensuing period. 

Article 10: The Permittee shall, during the period of this permit, make 
studies to provide information on project diversions above Harry L. BEngle- 
bright Dam, sufficient to permit an evaluation by the Corps of Engineers of 
any detrimental effect such diversions may have on the operation and power 
output of the Pacific Gas and Electric Company’s existing power plant below 
Harry L. Englebright Dam. 

Article 11: The Permittee shall, during the period of this permit, cooperate 
with the District Engineer, Corps of Engineers, Sacramento, California, in 
making studies to provide a method of operation for Rollins Reservoir to in- 
sure against an increase of flood flows over natural conditions below the 
reservoir. 
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Article 12: The Permittee shall, prior to undertaking any investigation 
work under this preliminary permit on national forest lands, consult with the 
Regional Forester, United States Forest Service, San Francisco, California, 
as to reasonable requirements relative to operations, field surveys and explo- 
rations, and shall abide by such requirements; and shall cooperate with the 
United States Forest Service during the period of this permit to develop a 
plan for alleviation of damage to, and achieving maximum utilization of, na- 
tional forest resources insofar as affected by the proposed project. 

Article 18: The Permittee shall, during the period of this permit, cooperate 
with the United States Forest Service, the California Department of Fish and 
Game, and the United States Fish and Wildlife Service in establishing 
schedules of flow releases and preparation of plans for the protection and en- 
hancement of fish and wildlife resources of the affected areas. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Act, and failure to file such an application shall constitute acceptance 
of this preliminary permit. In acknowledgment of the acceptance of this pre- 
liminary permit, it shall be signed for the Permittee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G—20501 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 11, 1960) 


Cities Service Gas Company (Applicant), a Delaware corporation with a 
principal office in Oklahoma City, Oklahoma, filed an application for a cer- 
tificate of public convenience and necessity on December 21, 1959, pursuant 
to Section 7 of the Natural Gas Act, for authorization to construct and operate 
meter and regulator facilities and a proposed tap on its existing 26-inch pipe- 
line in Lyon County, Kansas, to enable Applicant to sell and deliver natural 
gas to the City of Reading, Kansas (Reading) for resale and distribution in 
Reading, as more fully described in an application on file with the Commission. 

The City will build approximately 1420 feet of 2-inch transmission line from 
the Cities Service meter to the City of Reading. The City will operate this 
line and also construct and operate a distribution system in the town. 

The proposed additional metering and regulating facilities are estimated to 
cost $4,290, which will be paid out of Applicant’s treasury cash. Reading will 
reimburse Applicant for this cost. 

Reading’s estimated annual and peak day gas requirements are as follows: 


Volume—Mcf @ 14.73 psia 


ist year 2nd Year 8rd Year 
Appeal Reguiremetttiscincencinkndinccinks 12, 129 18, 416 14, 700 
Peak Day Requirements.._..........---~_- 137 151 166 


The gas will be used for domestic and commercial purposes. 
The estimated cost of construction of Reading’s entire project is $40,059, 
including fees and contingencies. Reading proposes to finance its project by 
issuing $40,000 in municipal gas system revenue bonds, which will have a 
20-year maturity with an estimated interest rate of 5 percent. Reading’s entire 
indebtedness in this project will be paid from gas sales revenues. 
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The volume of gas required for this new service is too small to have any 
appreciable effect on Applicant’s over-all gas supply or to effect service rendered 
to its existing customers. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 30, 1960, respecting the matters involved in, and the issues presented 
by the application filed herein. No petition to intervene or protest to the 
granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision herein pursuant to Section 1.380(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Oklahoma, is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be constructed and operated as hereinbefore 
described are to be used in the transportation and sale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(1), (3), (4), and (e) of 
Section 157.20 of the Commission’s General Rules and Regulations, including 
the Rules of Practice and Procedure, should attach to the issuance of the 
certificate referred to in paragraph (3) above, and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
facilities authorized by this order should be completed and said facilities 
should be placed in actual operation should be fixed at 12 months from the 
date on which this order issues. 

(G6) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pusuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the natural gas facili- 
ties as hereinbefore described, all as more fully described in the application 
in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraph (a), (b), 
(ec) (1), (8), (4) and (e) of Section 157.20 of the Commission’s General Rules 
and Regulations, including Rules of Practice and Procedure, shall attach to 
the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 12 months from 
the date on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


COLUMBIA GULF TRANSMISSION COMPANY, DOCKET NO. G—20422 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 11, 1960) 


On December 15, 1959, as supplemented on January 18, 1960, Columbia Gulf 
Transmission Company (Applicant) filed in Docket No. G—20422 an application 
pursuant to Section 7(c) of the Natural Gas Act for a certificate of public con- 
venience and necessity authorizing the construction and operation of field 
facilities to enable Applicant to take into its certificated main pipeline system 
natural gas which will be purchased from producers thereof in the general area 
of its existing transmission system from time to time during the calendar 
year 1960, at a total cost not in excess of $2,500,000, with the total cost of any 
single project limited to $500,000, all as more fully set forth in the application, 
as supplemented. 

The purpose of this “budget-type” proposal is to augment Applicant’s ability to 
act with reasonable dispatch in contracting for and connecting to its pipeline 
system new supplies of natural gas in various producing areas generally co- 
extensive with said system. 

The supplement filed January 18, 1960, by Applicant requests specific authority 
to construct and operate certain additions and modifications to its existing 
Meter Station No. 547 in Lafourche Parish, Louisiana, to receive natural gas 
produced by Hurt Oil and Gas Corporation, e¢ al., from the Valentine Field in 
said Parish at a total estimated cost of $6,700. 

Temporary authorization to construct and operate the facilities specified in 
said supplement filed on January 18, 1960, was granted to Applicant on February 
16, 1960. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 28, 1960, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission's 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Columbia Gulf Transmission Company, a Delaware corporation 
having its principal place of business in Houston, Texas, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued November 5, 1958, in Docket No. G—15229, 
et al. 

(2) The facilities hereinbefore described, as more fully described in the 
application and supplement in this proceeding, are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 
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(4) The construction and operation of the facilitics to take natural gas 
from producers thereof during the calendar year 1960 as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued, as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit on or before March 1, 1961, a 
statement under oath showing by projects: (a) names of fields connected, (b) 
estimates of gas supplies attached, (c) a description of the project or projects 
constructed pursuant to the authorization granted hereinafter, (d) the location 
of said project or projects, (c) the costs of the facilities so constructed, and 
(f) the names of the independent producers involved, together with the respective 
dates of the gas sales contracts and the docket numbers of the related producer 
certificate applications. 

(6) The authorization hereinafter granted should be limited to expenditures 
for construction during the calendar year 1960, and the total expenditures for 
facilities authorized to be constructed hereunder should be limited to $2,500,000, 
with no single project to exceed a cost of $500,000. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(8) A request during the public hearing by staff counsel for omission 
of the intermediate decision procedure herein was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant 
to Section 1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Columbia Gulf Transmission Company to construct 
and operate the proposed facilities to take natural gas from producers thereof, 
all as more fully described in the application and supplement in this pro- 
ceeding, upon the terms and conditions of this order. 

(B) Applicant shall submit on or before March 1, 1961, a statement under 
oath showing by projects: (a) names of fields connected, (b) estimates of 
gas supplies attached, (c) a description of the project or projects constructed 
pursuant to the authorization granted in paragraph (A) above, (d) the 
location of said project or projects, (e) the costs of the facilities so con- 
structed, and (f) the names of the independent producers involved, together 
with the respective dates of the gas sales contracts and the docket numbers 
of the related producer certificate applications. 

(C) The authorization granted in paragraph (A) above is hereby limited 
to expenditures for construction during the calendar year 1960, and the total 
expenditures for facilities to be constructed are hereby limited to $2,500,000, 
with no single project to exceed a cost of $500,000. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act shall attach to the certificate issued in paragraph (A) above and to the 
exercise of the rights granted thereunder. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-20481 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 11, 1960) 


On December 18, 1959, as amended on December 30, 1959, Transcontinental 
Gas Pipe Line Corporation (Applicant) filed in Docket No. G—20481 an appli- 
eation pursuant to Section 7(c) of the Natural Gas Act for a certificate 
of public convenience and necessity authorizing the construction and operation 
of lateral and field facilities to enable Applicant to take into its certificated 
main pipeline system natural gas which will be purchased from producers 
thereof in the general area of Applicant’s existing transmission system from 
time to time during the 12-month period following the date of certification 
at a total cost not to exceed $3,000,000, with no single project to exceed 
a cost of $500,000, all as more fully set forth in the application and amendment. 

The purpose of this “budget-type” application is to augment Applicant’s 
ability to act with reasonable dispatch in contracting for and connecting 
to its pipeline system new supplies of natural gas in various producing areas 
generally coextensive with said system. 

The supplement to this application filed on December 30, 1959, requested 
temporary authorization to construct and operate specific facilities including 
approximately 12.85 miles of lateral supply pipeline and 5 meter stations, 
at an estimated total cost of $290,000 to attach new supplies of natural gas as 
follows: 


Producer Producer’s Field 
Docket No. 


Southwest Gas Producing Company Inc., | G-20046_.....- North Starks, Calcasieu Parish, Louisiana. 
Operator, 


et al. 
Humble Oil & Refining Company Dilworth Dome and San Miguel Creek, 
MeMullen County, Texas. 
Riverside Oil Company, Operator North Duson, Lafayette Parish, Louisiana. 
C. W. Coffey 20233 Mission Bridge (Stapp) Area, Victoria 
County, Texas. 


Temporary authorization pursuant to the aforesaid supplement in this docket 
was granted to Applicant on February 3, 1960. 

Applicant will finance the cost of all facilities proposed hereunder from cash 
on hand and short term bank loans. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 28, 1960, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(¢c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation having its principle place of business in Houston, Texas, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
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fore found by the Commission in its order of April 28, 1950, in Docket No. 
G-1277 (9 FPC 32). 

(2) The facilities hereinbefore described, as more fully described in the 
application and supplement in this proceeding, are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and operation thereof by Applicant 
are subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas 
from producers thereof during the 12-month period following the date of issuance 
of this order as proposed by Applicant are required by the public convenience 
and necessity and a certificate therefor should be issued, as hereinafter ordered 
and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit not later than 60 days following 
the conclusion of the authorized 12-month period a statement under oath 
showing by projects: (a) names of fields connected, (b) estimates of gas sup- 
plies attached, (c) a description of the project or projects constructed pursuant 
to the authorization granted hereinafter, (d) the location of said project or 
projects, (e) the costs of the facilities so constructed, and (f) the names of 
the independent producers involved, together with the respective dates of the 
gas sales contracts and the docket numbers of the related producer certificate 
applications. 

(6) The authorization granted hereinafter should be limited to expenditures 
for construction during the 12-month period following the date of issuance of 
this order, and the total expenditures for facilities authorized to be constructed 
hereunder should be limited to $3,000,000, with no single project to exceed a 
cost of $500,000. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate hereinafter issued to Applicant and to the exercise of 
the rights granted thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Transcontinental Gas Pipe Line Corporation to con- 
struct and operate the proposed facilities to take natural gas from producers 
thereof, all as more fully described in the application and supplement in this 
proceeding. upon the terms and conditions of this order. 

(B) Applicant shall submit not later than 60 days following the conclusion 
of the 12-month period following the date of issuance of this order, a statement 
under oath showing by projects: (a) names of fields connected, (b) estimates 
of gas supplies attached, (c) a description of the project or projects constructed 
pursuant to the authorization granted in paragraph (A) above, (d) the location 
of said project or projects, (e) the costs of the facilities so constructed, and 
(f) the names of the independent producers involved, together with the respec- 
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tive dates of the gas sales contracts and the docket numbers of the related 
producer certificate applications. 

(C) The authorization granted in paragraph (A) above is hereby limited 
to expenditures for construction during the 12-month period following the date 
of issuance of this order, and the total expenditures for facilities authorized 
to be constructed hereunder are hereby limited to $3,000,000, with no single 
project to exceed a cost of $500,000. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the 
exercise of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRUNKLINE GAS COMPANY, DOCKET NO. G-—20581 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 11, 1960) 


Trunkline Gas Company (Applicant), a Delaware corporation with a prin- 
cipal office in Houston, Texas, filed an application in Docket No. G—20581 on 
December 24, 1959, for a certificate of public convenience and necessity authoriz- 
ing Applicant to transport natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, to the City of McLeansboro, Illinois (City), 
for use by the City in its municipal electric plant. The proposed delivery 


would be a direct sale of natural gas by Trunkline to the City on an inter- 
ruptible basis, all as more fully described in the application on file with the 
Commission. 

The City proposes to use the natural gas purchased from Trunkline as 
boiler fuel to drive its 750 KW turbine in the generation of electricity to supply 
its citizens who are dependent entirely on the City for electric service. The 
present fuel used by the City in its power plant is fuel oil. The City will 
achieve substantial savings by the use of natural gas. It proposes to use oil 
as standby. Applicant states the City now buys gas from Trunkline for resale. 
Its purchase of gas for the power plant will be in addition to its purchases for 
resale. 

Applicant has adequate supplies of gas to furnish the service required by 
the City of McLeansboro, estimating that the average annual deliveries to 
the power plant will be 36,500 Mcf and the maximum daily delivery to the 
power plant will be 1,000 Mcf. Such deliveries would have a negligible impact 
on Trunkline’s gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 29, 1960, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation having its principal place of business 
in Houston, Texas, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 
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(2) The facilities hereinbefore described, as more fully described in the appli- 
cation in this proceeding, are to be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of Applicant’s existing pipeline system and the construction and opera- 
tion thereof by Applicant are subject to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The transportation of natural gas as proposed by Applicant is required by 
the public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(8), and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to the ex- 
ercise of the rights granted thereunder, and that the service authorized by 
this order shall commence within 3 months from the date on which this order 
issues. 

(6) The volumes of natural gas to be delivered by Applicant to the City for 
use in its electric generating plant should be limited to a maximum of 1000 
Mcf daily. 

(7) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record, and not having been denied by the Commission is granted pursuant to 
Section 1.30 (c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to operate its facilities and to transport 
natural gas to the City as hereinbefore described, all as more fully described 
in the application herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) Applicant shall commence the service authorized herein within 3 months 
from the date this order is issued. 

(D) The volumes of natural gas to be delivered by Applicant to the City 
for use in its electric generating plant shall be limited to a maximum of 1000 
Mcf daily. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 











UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-—20596 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued April 11, 1960) 


United Gas Pipe Line Company (Applicant), a Delaware corporation with 
a principal office in Shreveport, Louisiana, filed on December 30, 1959, an appli- 
eation pursuant to Section 7 of the Natural Gas Act for a certificate of public 
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convenience and necessity authorizing it to construct and operate a tap and 
measuring and regulating station on its Waskom-to-Goodrich 22-inch pipeline 
near Milepost 45 in Shelby County, Texas, at the intersection of Applicant’s 
line with an existing 4-inch line of the Sabine Gas Company and authority to sell 
natural gas to Sabine Gas Company at the meter station for resale in the com- 
munities of Halsam, Joaquin, Tenaha and Timpson in Shelby County, Texas, 
and Garrison in Nacogdoches County, Texas, and their adjoining environs. 
Sabine now serves these areas from local production which is rapidly becoming 
depleted on file with the Commission. The foregoing proposals are more fully 
described in the application on file with the Commission. 

The record shows Sabine’s total gas supply comes from six small gas wells in 
the Joaquin Field and the daily allowable of these wells is not sufficient to serve 
Sabine’s full requirements on an annual or peak day basis. Applicant estimates 
Sabine’s demand on its system to be a maximum of 1,000 Mcf per day and 261,600 
Mcf per year during each of the first three years of proposed operation. 

Applicant commenced service to Sabine in December 1959 pursuant to the 
provisions of Section 157.22 of the Commission’s Regulations. 

Temporary authority was issued to United on January 29, 1960 to continue 
the service to Sabine. 

The actual cost of Applicant’s facilities was $2,611, which was defrayed 
from cash funds. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 29, 1960, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 





(1) United Gas Pipe Line Company is a “natural-gas company” as heretofore 
found by the Commission. 

(2) The facilities heretofore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission and construction and operation thereof by Applicant 
are subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) The continued operation of the facilities and the delivery of natural gas 
as proposed by Applicant are required by the public convenience and necessity 
and a certificate therefor should be issued. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraph (e) of Section 157.20 of the Commission’s 
General Rules and Regulations, including the Rules of Practice and Procedure, 
should attach to the issuance of the certificate, and to the exercise of the rights 
granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.380(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 
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The 





Commission orders: 





(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to continue to operate the facilities hereinbe- 
fore described, all as more fully described in the application in this proceeding, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraph (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including Rules of 
Practice and Procedure, shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights thereunder. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 








TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. G-—12344 











ORDER FURTHER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued April 12, 1960) 





On August 2, 1957, the Commission issued its order in Docket No. G-12344, 
18 FPC 106, granting a certificate of public convenience and necessity to 
Texas Gas Transmission Corporation (Texas Gas) authorizing Texas Gas to 
render certain natural gas transportation service for Mississippi River Fuel 
Corporation (Mississippi) from the Simon Pass Field, St. Martin Parish, 
Louisiana, to Perryville, Louisiana, where the main systems of the two com- 
panies interconnect. This authorization, as subsequently amended, is limited 
to the transportation by Texas Gas for Mississippi of a maximum of 25,000 
Mcf of natural gas per day on an interruptible basis. 

On January 8, 1960, Texas Gas filed an application to further amend the 
authorization under this docket so as to increase the said maximum volume 
of natural gas permitted to be transported for Mississippi from 25,000 Mcf to 
35,000 Mcf per day. 

It appears that by letter dated December 31, 1959, Mississippi requested 
Texas Gas to increase the subject transportation service to enable Mississippi 
to take increased volumes of natural gas from its supply sources in the Simon 
Pass Field, thus providing increased flexibility in meeting its contract 
obligations. 

The requested additional 10,000 Mcf per day would be transported under 
the provisions of Texas Gas Rate Schedule X-11 under which service is now 
being rendered. The proposal would have no adverse effect on Texas Gas’ 
existing firm service. 


























The Commission finds: 





It is in the public interest and appropriate in carrying out the provisions 
of the Natural Gas Act to further amend, as hereinafter ordered, the Com- 
mission’s order issued on August 2, 1957, in Docket No. G—12344 by increasing 
the authorized maximum volume of natural gas to be transported by Texas 
Gas Transmission Corporation for Mississippi River Fuel Corporation from 
25,000 Mcf to 35,000 Mcf per day. 


The Commission orders: 


(A) The Commission’s order issued August 2, 1957, in Docket No. G—12344, 
as amended, be and the same is hereby further amended by increasing the 
authorized maximum volume of natural gas to be transported by Texas Gas 
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Transmission Corporation for Mississippi River Fuel Corporation from 25,000 
Mcf to 35,000 Mcf per day. 

(B) In all other respects, said order issued August 2, 1957, in Docket No. 
G-—12344, as amended, shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-20119; MARENGO CORPORATION, DOCKET NO. G—20320 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 12, 1960) 


On November 10, 1959, Transcontinental Gas Pipe Line Corporation (Transco) 
filed an application in Docket No. G—20119, pursuant to Section 7(c) of the 
Natural Gas Act, for a certificate of public convenience and necessity seeking 
authorization to increase its delivery of interruptible natural gas to Marathon 
Southern Corporation (Marathon) from the presently authorized maximum 
of 1,000 Mcf per day* to a maximum of 4,000 Mcf per day. 

On December 7, 1959, Marengo Corporation (Marengo) filed an application 
in Docket No. G—20320, pursuant to Section 7(c) of the Natural Gas Act, 
for a certificate of public convenience and necessity seeking authorization to 
increase its transportation of interruptible natural gas for Marathon from 
the presently authorized maximum of 1,000 Mcf per day* to 4,000 Mcf per day. 

Neither Transco nor Marengo will require any additional facilities to render 
the increased service to Marathon. 

Transco delivers the natural gas to Marengo for the account of Marathon 
at the same location where Transco sells gas to the City of Butler, Alabama. 

Transco states that the load factor of its customers on the southern 
portion of its transmission system is such that it has off-peak or “valley 
gas” available for such interruptible service as proposed herein. The pro- 
posed increased service should have no adverse effect on Transco’s present 
gas supply. 

Marengo owns and operates, among other facilities, a 344 inch natural 
gas transmission pipeline extending from Transco’s main line, near the point 
where it crosses the Tombigbee River at the Choctaw County Line, in a 
northerly direction for a distance of 314 miles to the paper plant of Marathon. 
The presently authorized volume, as well as the proposed additional volume of 
interruptible gas, is to be transported through this line. 

Marathon’s proposed expansion of its production facilities at its plant near 
the City of Butler, Choctaw County, Alabama, is the reason for the need 
for the proposed additional volume of interruptible natural gas. One other 
projected use of the additional volume of gas is for the direct drying of 
paper boards on a new paper board machine. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on April 4, 1960, respecting the matters involved in and the issues presented 
by the applications herein. No petition to intervene or protest to the granting 
of the applications has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and that the 


*Transco and Marengo were originally authorized to transport and deliver natural gas 
to Marathon by the Commission's order issued March 17, 1958, in Docket Nos. G-13911 
and G—1312, 19 FPC 339. 
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Commission render a decision herein pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 





(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation having its principal place of business in Houston, Texas, is a 
‘“natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order issued November 18, 1948, in 
Docket No. G—1143. 

(2) Applicant, Marengo Corporation, an Alabama corporation having its 
principal place of business in Linden, Alabama, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order issued August 16, 1957, in Docket No. G—12763, et al. 

(3) The increased transportation and delivery of natural gas hereinbefore 
described, as more fully described in the applications in this consolidated 
proceeding, are subject to the requirements of Subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(4) Transco and Marengo are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of 
the Natural Gas Act and the requirements, rules and regulations of the Com- 
mission thereunder. 

(5) The increased transportation and delivery of natural gas by Marengo 

and Transco are required by the public convenience and necessity and certificates 
therefor should be issued as hereinafter ordered and conditioned. 
a (6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(3) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificates hereinafter issued to Transco and Marengo and 
to the exercise of the rights granted thereunder, and that the time within 
which the increased delivery and transportation shall commence shall be 6 
months from the date on which this order issues. 

(7) The volumes of natural gas to be delivered by Transco to Marengo for 
Marathon’s account and to be transported by Marengo should be limited to a 
maximum of 4,000 Mcf per day. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 





(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Transco and Marengo to deliver and transport natural 
gas as hereinbefore described, all as more fully described in the applications 
herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c)(3) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificates granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The maximum volume of natural gas which may be delivered by Transco 
to Marengo for Marathon’s account and which may be transported by Marengo 
shall be not more than 4,000 Mcf per day. 

(D) The increased delivery and transportation hereby authorized shall com- 
mence as provided by paragraph (b) of Section 157.20 of the Commission’s Reg- 
ulations under the Natural Gas Act within 6 months from the date on which 
this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


BLACK HILLS POWER AND LIGHT COMPANY, DOCKET NO. E-6930 
ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued April 14, 1960) 


Black Hills Power and Light Company (Applicant), incorporated under the 
laws of the State of South Dakota and doing business in the States of South 
Dakota and Wyoming, with its principal place of business at Rapid City, 
South Dakota, filed an application on March 9, 1960, as supplemented on April 
4, 1960, for an order, pursuant to Section 204 of the Federal Power Act, 
authorizing it to issue and sell $1,000,000, principal amount of First Mortgage 
3onds, Series J, to be dated April 1, 1960 and to mature April 1, 1990. 

The Bonds will be issued under Applicant’s Indenture of Mortgage and Deed 
of Trust, dated September 1, 1941, to The Hanover Bank, Trustee, as hereto- 
fore supplemented and as to be further supplemented by a new Supplemental 
Indenture dated April 1, 1960. 

Applicant proposes to sell the Bonds to The Equitable Life Assurance Society 
of the United States for the price of 98.20% of their principal amount plus 
accrued interest thereon from April 1, 1960 to the closing date. The Bonds will 
bear an interest rate of 544%, and, accordingly, the cost of money (including 
issuance expenses) to be obtained therefrom will be 5.72% per annum. The 
Bonds will not be underwritten, but for its services as Applicant’s agent in the 
negotiation and sale of the proposed Bonds, Dillon, Read & Co., Inc., will receive 
a placement fee of $5,000. The proposed issuance will have the benefit of a 
5% per annum sinking fund. 

Applicant states that it plans to utilize the net proceeds from the contemplated 
issuance of Bonds, estimated in the amount of about $968,000, for additions 
and betterments to its properties. Construction expenditures for the fiscal year 
ending October 31, 1960 are expected to aggregate approximately $5,077,600. 
The chief item included in that amount is an expenditure of approximately 
$3,450,000 for completion of the new 22,000 kw Ben French steam-electric 
generating station at Rapid City, South Dakota. 

Written notice of the application has been given to the Public Utilities Com- 
mission of South Dakota, the Public Service Commission of Wyoming, and to 
the Governor of each of those States. Notice of the application was also pub- 
lished in the Federal Register on March 24, 1960 (25 F.R. 2500), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
eation should file a petition or protest on or before April 11, 1960. No protest 
or request to be heard in opposition to the granting of the application has been 
received. 

By order entered March 11, 1960 the Public Service Commission of Wyoming 
approved the proposed issuance of Bonds in the manner and for the purposes 
set forth in the recital above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, 
as heretofore described and set forth in the Commission’s order issued January 
21, 1959, In the Matter of Black Hills Power and Light Company, Docket No. 
E-6857, 21 FPC 43. 
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(2) The proposed issuance and sale of Bonds, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuance of 
Bonds is, therefore, not exempt by virtue of that Section from the requirements 
of Section 204 of the Act. 

(4) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or the ownership of securities, or otherwise, between Applicant 
and Dillon, Read & Co., Inc. The fees to be paid were fixed by arm’s-length 
bargaining and do not appear to be unreasonable. 

(5) Inasmuch as the proceeds to: Applicant will be less than $1,000,000, the 
proposed issuance and sale of Bonds is exempt from the competitive bidding 
requirements of Section 34.1a of the Commission’s Regulations under the Fed- 
eral Power Act by reason of Section 34.1a (a) (3) thereof. 

(6) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by Applicant of service as a public utility and which will not im- 
pair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Bonds, as described above, upon the 
terms and conditions, and for the purposes specified in the application, as supple- 
mented, are hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction hereby author- 
ized is consummated within 60 days from the date of issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G-18870 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT 


(Issued April 14, 1960) 


Cities Service Gas Company (Applicant), a Delaware corporation with a 
principal office in Oklahoma City, Oklahoma, filed an application on June 29, 
1959, in Docket No. G—18870, as supplemented on August 27, 1959, and September 
8, 1959, pursuant to Section 7 of the Natural Gas Act, for: (1) a certificate of 
public convenience and necessity authorizing Applicant to construct and operate 
certain natural gas transmission facilities to replace facilities in order to 
enable it to provide assurance of continuous service to Gas Service Company 


for distribution in the towns of Bartlesville and Dewey, Oklahoma, and (2) 
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authorizing Applicant to abandon by transfer to Gas Service other contiguous 
facilities in the same area, subject to the jurisdiction of the Commission, and 
as more fully described in the application on file with the Commission. 

Applicant proposes to construct and operate the following facilities: 

(1) 3.5 miles of 10-inch pipeline to replace in the same location an equal 
length of an existing 6-inch lateral pipeline. This is part of the lateral which 
extends 6.77 miles westerly from a connection on Applicant’s Tallant-Grabham 
16 and 18-inch main pipeline system to the town of Bartlesville, Oklahoma. 

(2) A metering station and miscellaneous appurtenant equipment at the 
western terminus of the proposed 10-inch line described above, which will form 
a new interconnection with Gas Service Company to replace existing meter 
stations that are to be transferred to Gas Service, as proposed herein. 

Applicant also proposes to: 

(1) Abandon by transfer to Gas Service the remaining 0.20 miles of the 6-inch 
and 3.07 miles of the 8-inch Bartlesville lateral and existing meter station. 

(2) Abandon by transfer to Gas Service an additional 0.68 miles of 6-inch 
and 2.65 miles of 4-inch lateral pipeline and existing meter station. This lateral 
extends from the afore-mentioned Bartlesville lateral, at a point 3.99 miles 
west of the Tallant-Grabham main line, northerly to Dewey, Oklahoma. 

The record reflects actual 1958-1959 peak day sales in Bartlesville and Dewey 
were 20,085 Mcf and replacement of the 6-inch line with 10-inch, as proposed, 
will enable Applicant to serve the estimated 1959-1960 peak day demand of 
21,590 Mcf at reasonable pressures. The 6-inch line is old and has been in 
service since 1910. 

Temporary authority for the proposed construction of facilities was granted 
on November 19, 1959. 

The facilities herein proposed by Applicant to be abandoned by transfer to 
the Gas Service Company without charge are located in heavily congested 
residential areas of Bartlesville and Dewey, where Applicant has been requested 
to make numerous additional delivery connections. Applicant will avoid the 
expense of constructing and operating additional metering facilities in each 
of the towns by transferring the facilities to Gas Service. The facilities so 
transferred can be used as an integral part of the Gas Service Company's dis- 
tribution system. The proposed new metering station will enable Applicant to 
make a single delivery to meet Gas Service Company's requirements for the two 
communities at a single point outside of both town limits. At present deliveries 
are made through separate stations within each town. 

Cities Service estimates that the total cost of construction of the proposed 
facilities is $78,300 and estimates that the cost of reclaiming the 3.5 miles of 
6-inch line is $8,800, for a combined total of $87,100. The construction will be 
financed from funds on hand. Salvage value of the facilities to be retired is 
estimated to be $7,500. 

Gas supply is not an issue in this proceeding since the volumes of gas involved 
should not appreciably affect Applicant’s over-all system reserves. 

No one will be deprived of service by the abandonment and transfer of 
facilities. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
March 30, 1960, respecting the matters involved in, and the issues presented by 
the application and supplement filed herein. No petition to intervene or pro- 
test to the granting of the application has been received. Staff counsel moved 
orally at the hearing that the intermediate decision procedure be omitted and 
that the Commission render a decision herein pursuant to Section 1.30(c) (1) of 
the Commission's Rules of Practice and Procedure. 
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The Commission finds: 


(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Oklahoma, is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities, proposed to be abandoned, as hereinbefore described and 
as more fully described in the application herein, are used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission und such abandonment is subject to the requirements of Sub- 
section (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by the 
public convenience and necessity and permission and approval therefore should 
be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used in 
the transportation and sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Sec- 
tion 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
‘ should be issued as hereinafter ordered and conditioned. 

4 (6) Applicant is able and willing properly to do the acts and to perform the 
r services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
4 conditions set forth in paragraphs (b), (c)(1), (¢c)(3), (c)(4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the issuance of the certificate referred to in paragraph (5) 
above and to the exercise of the rights granted thereunder, and that the time 
within which installation of the facilities authorized by this order should be 
completed and the said facilities placed in actual operation should be fixed at 
6 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 



























The Commission orders: 





(A) Permission for and approval of the abandonment of the facilities here- 
inbefore described, as more fully described in the application and exhibits in 
this proceeding, is hereby granted to Applicant. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities here- 
inbefore described, as more fully described in the application and exhibits in 
this proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (b), (c) (1), 
(c) (3), (¢c)(4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (B) hereof and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations is hereby fixed at 6 months from 
the date on which this order issues. 
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(E) Applicant shall advise the Commission of the date of abandonment of 
the facilities within 10 days of the date of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSWESTERN PIPELINE COMPANY, G-14871; GULF OIL CORPORA- 
TION, G-—14925, G-14940, G-14950, G-16139, G-16141, G-16218; PURE OIL 
COMPANY, THE, G-15040; MONSANTO CHEMICAL COMPANY, G-15318; 
HUMBLE OIL & REFINING COMPANY, G—15714; SUN OIL COMPANY, G- 
15791; UNION OIL COMPANY OF CALIFORNIA, G-15810; WARREN PE- 
TROLEUM CORPORATION, G-—16030, G-16031; BRITISH AMERICAN OIL 
PRODUCING COMPANY, G—16091, G—16098, G-16103; CURTIS R. INMAN, 
G-16106; RICHARDSON & BASS, ET AL., G-16137; G. H. VAUGHN, JR., 
ET AL., G-16195; CITIES SERVICE GAS COMPANY, G-16216; SUPERIOR 
OIL COMPANY, THE, G-16261; MAGNOLIA PETROLEUM COMPANY, G-— 
16367, G—16368, G-16432 ; HUNT OIL COMPANY, G—16445 


ORDER ON ADMISSIBILITY OF FVIDENCE 


(Issued April 15, 1960) 


During the supplemental hearing held pursuant to our order of September 
23, 1959, 22 FPC 542, in the above proceedings, Transwestern Pipeline Company 
and several of the producer applicants presented certain testimony by Mr. 
Mills Cox, President of Transwestern. Sun Oil Company presented certain 
testimony by Mr. R. L. Sullivan. Our staff and the California Commission ob- 
jected to the admission of the testimony of both witnesses. The examiner at 
first admitted Mr. Cox’s testimony anc allowed cross-examination theron, but 
upon reconsideration he ordered the testimony and cross-examination stricken 
from the record. Mr. Sullivan’s testimony was admitted by the presiding ex- 
aminer over the objections. Appeals were taken from both rulings and in ac- 
cordance with our rules, the appeals have been certified to us by the presiding 
examiner. 

In our order reopening these proceedings, we outlined the procedure in regard 
toe evidence as follows: 


This procedure should be more expeditious than proceedings under Sec- 
tion 4(e) of the Act, and all parties can thus readily avail themselves of 
any relevant evidence that is already in the record. We make it clear, 
however, that, by allowing this further hearing concerning initial prices to 
proceed in these dockets, rather than pursuant to Section 4(e) of the 
Natural Gas Act, we are not relaxing or reducing the degree of proof which 
will be required to sustain any increase in the initial prices. We are only 
specifying a procedure which may give all parties wider latitude in the 
kind of evidence which may be presented. In order for applicants to sustain 
their proposed initial prices under this procedure, the evidence must be 
as convincing as it would be in a rate proceeding under Section 4(e), 
although it may be of somewhat different character. 


and in pertinent part of ordering paragraph (F) we ordered that: 


* * * they [producers] will be afforded an opportunity to introduce such 
further evidence as they deem desirable, including cost evidence, to show 
that their proposed initial contract prices, or some other prices higher than 
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the maximum initial prices specified in said ordering paragraph (E), but 
no higher than the proposed contract prices, are required by the public 
convenience and necessity. 


In regard to the testimony of Mr. Cox it appears that, except for so much 
of it as relates to the Btu adjustment clauses in the Laverne Field, his testi- 
mony was no more than a restatement of his evidence submitted in the original 
hearing. As was pointed out in our order granting rehearing, the parties 
may avail themselves of any relevant evidence already in the record. There 
is no need to repeat this evidence and we feel that the examiner was correct 
in ruling that such testimony and cross-examination thereon should be stricken. 
As staff counsel noted, it does appear that a new issue may be raised by Mr. 
Cox, with respect to Btu adjustments. We will therefore affirm the examiner's 
ruling, except to the extent that so much of the testimony and cross-examination 
as pertains to the issue of Btu adjustments should be retained in the record. 

Mr. R. L. Sullivan’s testimony primarily dealt with the depth and completion 
factors in Sun’s wells dedicated to the Transwestern contract and industry cost 
trends with regard to these factors. While this evidence does not show any 
actual cost to Sun, our order did not restrict additional evidence introduced to 
cost alone. The order allows the producers to present such further evidence 
as they desire, either cost or of some other character. We expressly noted that 
a wider latitude than that of a Section 4(e) proceeding was to be allowed as 
to the kind of evidence introduced. We will therefore affirm the presiding ex- 
aminer’s ruling admitting Mr. Sullivan’s testimony. 


The Commission orders: 


(A) The direct testimony of Mr. Mills Cox in the above proceeding and the 
cross-examination of such testimony shall be stricken from the record with 
the exception of those portions of the testimony and cross-examination as set 
forth in ordering paragraph (B). 

(B) So much of the testimony of Mr. Cox, as appears on line 12, page 3065 
through line 19, page 3068 of the official transcript and the cross-examination of 
the testimony on line 17, page 3083 through line 2, page 3088 and line 21, page 
3106 through line 22, page 3110, shall be retained in the record. 

{C) The testimony of Mr. R. L. Sullivan shall be retained in the record and 
the presiding examiner’s ruling is affirmed. 


Before Commissioners: Jerome K. Kuykendall, Chairman: Frederick Stueck, 
William R. Connole and Arthur Kline. 


BLUE RIDGE ELECTRIC MEMBERSHIP CORPORATION, PROJECT 
NO. 2254 


ORDER ACCEPTING SURRENDER OF PRELIMINARY PERMIT 


(Issued April 18, 1960) 


Application was filed January 25, 1960 by Blue Ridge Electric Membership 
Corporation, of Lenoir, North Carolina, for surrender of its preliminary permit 
for proposed hydroelectric Project No. 2254, to be located on the Yadkin 
siver near North Wilkesboro, in Wilkes County, North Carolina, and affecting 
a Government dam and lands of the United States under the control of the 
Corps of Engineers, Department of the Army. 

The preliminary permit was issued to the permittee by Commission order 
issued July 6, 1959, 22 FPC 6, for a period of 24 months, effective as of June 
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1, 1959, for the proposed development. In its application for surrender, the 
permittee advised the Commission that preliminary studies and investigations 
indicated the ratio of benefits to cost to be near zero when all operating 
factors of the proposed project had been considered, and that the permittee, 
therefore, wished to withdraw from the project. 


The Commission finds: 


Acceptance of surrender of the preliminary permit for proposed Project 
No. 2254 is appropriate, as hereinafter provided. 


The Commission orders: 


Surrender of the preliminary permit for proposed Project No. 2254 is accepted, 
effective as of February 1, 1960. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITIES SERVICE GAS COMPANY, DOCKET NO. CP60-12 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 18, 1960) 


Cities Service Gas Company (Applicant), a Delaware corporation with a 
principal office in Oklahoma City, Oklahoma, filed an application in Docket 
No. CP60-12 on January 18, 1960, and a supplement thereto on February 9, 
1960, pursuant to Section 7 of the Natural Gas Act for a certificate of public 
convenience and necessity authorizing the construction and operation of meter 
and regulator facilities and a proposed tap on its existing 16-inch pipeline in 
Creek County, Oklahoma, to enable Applicant to sell and deliver natural gas 
to Mannford Gas Authority for resale to the Town of Mannford, subject to 
the jurisdiction of the Commission, all as more fully described in the applica- 
tion on file with the Commission. 

The Town would purchase the gas from the Authority for resale in and near 
Mannford. The total estimated cost of Applicant’s proposed facilities is $4,790, 
which will be paid from treasury cash. The company will be reimbursed for 
such cost by the Mannford Gas Authority. 

The record shows the Authority proposes to construct and operate approxi- 
mately 6 miles of 414 inch transmission line from Applicant’s proposed tap 
to the Town of Mannford. The estimated cost of construction of this line 
is $80,000 to be financed by the issuance of $80,000 in bonds with a thirty-year 
maturity and an interest rate of 3% percent. The bonds have already been 
sold and the Authority’s line is almost complete. 

The Town of Mannford will soon be moved to a new location (about two 
miles southeast of its present location) because of the Keystone Reservoir 
project to be constructed by the Federal Government. 

Mannford Gas Authority’s proposed line will be constructed to the new lo- 
eation of the town. The town in its present location has received gas service 
from local production which is practically depleted. 

Cities Service estimates the annual and peak day gas requirements of the 
town as follows: 


Volume—Mef @ 14.73 psia 
1st Year 2nd Year 8rd Year 


Annual Requirements --.....--.--.--.---.... 27,063 23,164 85,009 
Peak Day Requirements__.__.................. 350 379 410 


676-806—64—41 
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The Town’s new distribution system in its new location will be paid for by 
the United States Government. 

On December 24, 1959 Cities Service filed a telegram with the Commission 
advising that it began emergency service to the Mannford Authority on Decem- 
ber 21, 1959 under Section 157.22 of the Commission’s regulations. This serv- 
ice is now rendered from the tap proposed herein to be attached to the Au- 
thority’s line which now connects with the Town’s distribution system in its 
existing location. An extension of the Authority’s line to the Town’s new 
location will be made after the Town is relocated. 

On February 12, 1960 the Commission granted Applicant temporary au- 
thority to continue the service to the Authority. 

The volume of gas required for this new service is too small to have any 
appreciable effect on Applicant’s over-all gas supply or to effect the service 
rendered to its existing customers. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 5, 1960, respecting the matters involved in, and the issues presented 
by the application filed herein. No petition to intervene or protest to the 
granting of the application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and the Commis- 
sion render a decision herein pursuant to Section 1.30(c) (1) of the Commission’s 
Rules of Practice and Procedure. 
The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Oklahoma, is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be constructed and operated as hereinbefore 
described are to be used in the transportation and sale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission and the 
construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The continued operation of the facilities proposed by Applicant is 
required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (c)(4) and (e) of Section 157.20 of the 
Commission’s General Rules and Regulations, including the Rules of Practice 
and Procedure, should attach to the issuance of the certificate referred to in 
paragraph (3) above, and to the exercise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to continue to operate the natural gas facilities 
as hereinbefore described, all as more fully described in the application in 
this proceeding, upon the terms and conditions of this order 

(B) The general terms and conditions set forth in paragraphs (c)(4) and 
(e) of Section 157.20 of the Commission’s general Rules and Regulations, 
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including Rules of Practice and Procedure, shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and the exercise of the 
rights thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


THE MANUFACTURERS LIGHT & HEAT COMPANY, DOCKET NOS. G—12197, 
G—16820, G—18425, G—19250 


ORDER DENYING REHEARING 


(Issued April 18, 1960) * 





On March 21, 1960, Lynchburg Gas Company filed a petition for rehearing 
of the Commission’s order issued February 25, 1960, 23 FPC 446, in the above 
entitled proceedings. By that order we approve a rate settlement agreement 
between Manufacturers Light and Heat Company and all of its jurisdictional 
customers, fixed Manufacturers’ rate of return and prescribed refunds by 
Manufacturers. 

Lynchburg first contends that the accepted rates were not determined to be 
just and reasonable after a full hearing and are therefore unlawful. No issue 
was raised by any of the parties including our staff as to Manufacturers’ cost 
of service or rate base. After we determined the fair rate of return to be used 
in Manufacturers’ cost of service the just and reasonable rates were merely a 
matter of calculation. It would be pointless to continue a hearing where all 
of the relevant facts are unchallenged. 

The only remaining issues were how these calculated rates were to be allo- 
cated and on what basis refunds were to be made. All of the customers and 
Manufacturers had agreed on these questions but, as our staff pointed out, 
the agreement departed to some extent from earlier principles. We determined 
that this departure was not so great as to require rejection of the agreement 
or, impliedly, to remove the rates from the zone of reasonableness. We parti- 
cularly noted that the departures were not to be considered as precedent for 
future rate designs. When the rates of Lynchburg’s supplier are before us, 
and in the event that Lynchburg does not enter into any similar agreement with 
its supplier, Lynchburg can introduce all evidence and legal considerations 
which it feels might require different allocations and refunds. 

Lynchburg also contends that in determining Manufacturers’ rate of return 
we improperly considered the return to the investors of Manufacturers’ parent 
company, the Columbia Gas System. It is the investors in Columbia who 
financed Manufacturers and thus the fair return to these investors from Manu- 
facturers must come through Columbia. Applying the fair return to the Colum- 
bia investors to Manufacturers’ rate base simply allows Manufacturers to 
contribute its fair share to the system. If other members of the system do 
not or cannot contribute on the same basis it does not affect Manufacturers’ 
rates, nor will Manufacturers’ share be increased to offset the low earnings 
of other members of the system. 

Apparently Lynchburg believes that in determining the proper return based 
on the capital structure of the parent and applying it to the rate base of the 
subsidiary, we will in some manner be forcing the jurisdictional subsidiary 
to make up for lower earnings by some non-jurisdictional subsidiaries. This 
is simply not true. Manufacturers will contribute its share and no more, and 




























*Petition for review dismissed, 284 F. 2d. 756 (CA3—1960). 
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if other members cannot contribute on an equal basis the system will have 
lower over-allearnings. If non-jurisdictional subsidiaries contribute on a higher 
basis, this also would have no effect on Manufacturer’s rates, but the whole 


system might earn more than the fair return as determined by us for its jurisdic- 
tional subsidiaries. 


The Commission further finds: 


The petition of Lynchburg Gas Company for rehearing, filed on March 21, 
1960, in the above proceedings, is without merit and sets forth no new facts 
or legal considerations which were not fully considered by the Commission 
prior to the issuance of our order of February 25, 1960, or which having now 
been considered warrant any modification of said order. 


The Commission orders: 


The petition for rehearing filed by Lynchburg Gas Company on March 21, 
1960, in the above proceedings is hereby denied. 
Commissioner Kline dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, G-13862; SHELL OIL COMPANY, 
G-13876; AZTEC OIL & GAS COMPANY, G-13946; PHILLIPS PETRO- 
LEUM COMPANY, G-13963; WESTERN NATURAL GAS COMPANY, G- 
13964; THE PURE OIL COMPANY, G-14156; GENERAL PETROLEUM 
CORPORATION, G-14245; DAVIS OIL COMPANY, G-14361; THE CAR- 
TER OIL COMPANY, G-14369; CONTINENTAL OIL COMPANY, G-—14396 ; 
SUN OIL COMPANY, G-14403; THE OHIO OIL COMPANY, G-14441; 
PAN AMBRICAN PETROLEUM CORPORATION, G-14640 ; THREE STATES 
NATURAL GAS COMPANY, G-—14800; REYNOLDS MINING CORPORA- 
TION, G-14834; PETRO-ATLAS, INC., G-15081; TEXACO INC., G—15153; 
SUPERIOR OIL COMPANY, G-15431 ; 


ORDER DENYING APPLICATIONS FOR REHEARING AND REQUESTS FOR STAY OF OPINION 
NO. 335 AND ACCOMPANYING ORDER 


(Issued April 19, 1960) 


By Opinion No. 335 and accompanying order issued in these proceedings 
on February 23, 1960, 23 FPC 369, the Commission granted a certificate of public 
convenience and necessity authorizing the construction and operation of cer- 
tain pipeline and other facilities proposed by El Paso Natural Gas Company 
(El Paso). The Commission also granted certificates to the producer applicants 
herein authorizing the sale to El Paso of natural gas from the Aneth Field, 
subject to conditions that the initial price for the sales would be 17.7 cents 
per Mcf, rather than the 20-cent initial price proposed by the producers. Six 
applications have been filed requesting rehearing and stay of Opinion No. 335. 
Four applications were filed by the producers in these proceedings: a joint 
application by 11 of them, on March 24, 1960;* and three separate applications 


2 Shell Oil Company, Aztec Oil & Gas Company, Phillips Petroleum Company, The Pure 
Oil Company, Socony Mobil Oil Company, Inc., Davis Oil Company, Humble Oil & Re- 
fining Company, Three States Natural Gas Company, Reynolds Mining Corporation, Texaco 
Ine. and Superior Oil Company. Also, the Navajo Tribe of Indians transmitted a letter to 
the Commission supporting the joint application of the eleven producers, 
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by Continental Oil Company on March 21, 1960; Sun Oil Company, on March 23, 
1960; and The Ohio Oil Company, also on March 23, 1960. A joint application 
for rehearing was filed by two distributing company customers of El Paso, the 
Southern California Gas Company and the Southern Counties Gas Company of 
California, on March 22, 1960. Also, the State of California, through the State 
Public Utilities Commission, filed an application for rehearing on March 23, 
1960. 

The applications for rehearing filed by both producer and consumer interests 
appear to be directed exclusively to the producer initial price issue. The pro- 
ducers generally take the position that the evidence supports the prices they 
initially proposed but does not support the Commission’s attaching the 17.7-cent 
price conditions to the producers’ certificates. Alternatively, the producers 
argue that if the record is found inadequate to support the initial prices pro- 
posed, the Commission should reopen the record and grant a limited rehearing 
to allow proof of the cost of El Paso’s processed and purchased gas at San Juan. 
They point to the Commission's order issued September 23, 1959, in the Trans- 
western case, 22 FPC 542, as precedent for reopening, and allege that the Catco 
decision of the Supreme Court last June, Atlantic Refining Co. v. P.S.C. of the 
State of New York, 360 U.S. 378, changed the law on which the producer appli- 
cants and the examiner had relied. 

The producers advance three principal arguments in support of their position. 
First, the producers contend that their proposed initial prices meet what they 
assert are the standards of the Catco case, cited above. 

Second, the producers contend that a comparison of the costs to El Paso of 
Aneth gas ready for delivery to the pipeline, with the cost of San Juan gas on 
the same basis, supports the producers’ initially proposed prices. The Com- 
mission relied on such a comparison, among other factors, to support the 17.7- 
cent per Mcf price conditions. The producers argue that certain necessary 
adjustments in costs not made by the Commission would support the proposed 
initial price for the Aneth gas, on a comparison with the San Juan gas, assuming 
the validity of such a comparative approach. They question, however, the 
validity of that approach, in view of the Commission’s alleged disregard of 
many claimed important factors said to justify a higher price for Aneth gas 
than 17.7 cents per Mcf. 

Third, the producers contend that the Commission by Opinion No. 335 com- 
mitted certain predominantly legal or procedural errors, including a claimed 
violation of Section 7(d) of the Administrative Procedure Act’ by reliance on 
evidence not in the record, namely, data from the El Paso rate case in Docket 
No. G-4769, 22 FPC 260, which it is argued the producers had no opportunity 
to rebut by opposing or cross-examination. In addition, the producers contend 
that the Commission’s requirement for refunds by the producers, which is based 
on a condition in the temporary authorizations they received, is illegal and 
void, citing Sunray Mid-Continent Oil Co. v. F.P.C., 270 F. 2d 404, and other 
decisions. 

The contentions of the producers can be disposed of briefly. With respect 
to their first argument, it is clear from the discussion in Opinion No. 335 that, 
on the evidence of this record and in the light of the Catco opinion, supra, their 
sales have not been shown to be required by the public convenience and neces- 
sity at a price in excess of 17.7 cents per Mcf. 


2That Section provides in part that when a “decision rests on official notice of a ma- 
terial fact not appearing in the evidence in the record, any party shall on timely request 
be afforded an opportunity to show the contrary.” 
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Respecting the producers’ second contention, we are of the view that the 
Catco decision is sufficiently broad to justify our considering the comparative 
costs to El Paso of San Juan and Aneth gas delivered to the pipeline, as bearing 
on what the initial price for the producers’ sales should be. Opinion No. 335 
makes it clear that these comparative costs were but one factor we considered 
in arriving at the 17.7-cent price. The adjustments which the producers con- 
tend should be made are either not warranted, or were given effect in Opinion 
No. 335, to the extent necessary and practicable. Furthermore, it is unreason- 
able to suppose that in certificate proceedings such as these, the Commission can 
determine on a proper initial rate for the producers’ sales with the same degree 
of refinement that would be possible in proceedings under the rate provisions 
of the Act. In our judgment, based on a consideration of all the circumstances 
in the case, the 17.7-cent price strikes a fair balance between the interests of 
the producers and the consumers and will, in conformity with Catco, serve to 
“hold the line” until such time as the producers, in rate proceedings under the 
Act, are able to substantiate the price for which they contend. 

Likewise, in our judgment the circumstances that oppose reopening the record 
for further hearing outweigh the arguments that can be made in favor of this 
action. It is important that a definite determination be reached now of what 
shall be the producers’ permissible price, so that all segments of the public will 
have some reasonable fixed basis for regulating their affairs. Continued future 
uncertainty as to the price for these sales, which have been made for some time 
in the past and are presently being made, would not be in the public interest. 
Although we reopened the record in the Transwestern case cited by the pro- 
ducers, 22 FPC 542, that proceeding involved future sales to a pipeline system 
yet unbuilt. In fact, the delays, controversies and appeals incident to those 
proceedings to date raise serious question of how well proceedings of such 
character serve their intended purpose. And although the Catco opinion was 
handed down after the record in this case was closed, it has been abundantly 
clear from the time of our 1955 Signal Opinion No. 288 (14 FPC 134) to date 
that price is a matter of important concern in producer certificate cases and 
that a proposed initial price must be shown to satisfy the test of public conven- 
ience and necessity. 

As to the producers’ third contention that we erroneously went outside 
the record in these proceedings, in our opinion the circumstances of this case 
justified our looking to record in the El Paso rate case in G-4769, and our 
action so doing was not legal error. As the Supreme Court held in U.S. v. 
Pierce Auto Lines, 327 U.S. 515 (1946), the Commission need not make a 
(p. 5380) “fetish of sticking squarely within the four corners of the specific 
record in administrative proceedings.” Particularly is this holding applicable 
here, where the record to which we looked involved the same company and 
substantially the same issue, i.e., costs to El Paso of gas purchased in the 
San Juan Basin; and where the alternative to looking to that record might 
have necessitated a reopening which would not have been in the public interest. 
In these circumstances, we think Section 7(d) of the Administrative Procedure 
Act does not require a reopening for further hearing in this case. 

Respecting the matter of producer refunds, the Sunray Mid-Continent decision 
is not controlling here. In that case the price conditions attached to the 
temporary authorizations were challenged by the producer at the outset upon 
issuance of the temporary authorizations. Here, there was no prevailing price 
in the Aneth area on which we could predicate an initial price for the 
producers’ sales, as Opinion No. 335 discloses; therefore, price and refund 
conditions were attached to the temporary authorizations issued all but two 
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of the producers herein. The producers to whom temporary authorizations 
were granted did not challenge the conditions but rather undertook to render 
the service which has continued to date and upon which the public has come 
to rely. Clearly, having sought and secured the benefits of these authori- 
zations, they cannot now escape the obligations to which they in effect agreed, 
except in conformity with the provisions of Act. See F.P.C. v. Colorado Inter- 
state Gas Co., 348 U.S. 492 (1955). 

Turning te the applications of the consumer interests, the distributing 
company customers of El Paso advance two main, material arguments. First, 
they contend that in arriving at the 17.7-cent figure, the Commission failed 
to cousider numerous factors relevant to determining on a proper initial price, 
including the prices paid for gas in adjacent areas, the prices received by 
the producers herein in other areas, and the prices paid for gas by El Paso in 
other areas, and other matters. It is contended that with certain possible 
minor variations, none of these prices exceed 16 cents per Mcf. 

Second, the distributing companies contend that the Commission erred in 
comparing Aneth Field and San Juan gas as a basis for the 17.7-cent con- 
ditioned price for Aneth gas. They contend that Aneth gas is not comparable 
to San Juan gas from the point of view of pressures, delivery points, and other- 
wise. Also, they contend that we did not take into full account processing and 
gathering costs of Aneth gas and producer revenues derived from the sale of 
liquids extracted from the gas. 

The Public Utilities Commission of the State of California also requests re- 
hearing and stay of the Commission’s Opinion and order. To the extent the 
California Commission’s position differs from that of the other applicants, its 
principal argument is that absent cost evidence in the record, there is no sub- 
stantial evidence to support the 17.7-cent price, nor is there evidence on which 
to base a just and reasonable rate for these sales. 

The above discussion of the producers’ applications largely disposes of these 
arguments. A number of competing considerations were material in arriving 
at the 17.7-cent price, as Opinion No. 335 discloses, and in our judgment the 
balance we struck between the opposing interests of these economic groups is 
reasonable in accordance with Section 7(e) of the Act and the Catco case. As 
indicated above, effect was given to adjustments, including credits for revenues 
from liquids extracted from Aneth gas, to the extent necessary and appropriate 
to place San Juan and Aneth sales on a reasonably comparable basis. Con- 
trary to the contentions of the California Commission, although cost evidence 
suitable for determining the “just and reasonable rate” for the producers sales 
within the meaning of Sections 4 and 5 of the Act may weil be relevant in 
some situations in determining on a proper producer initial price, it is not 
necessarily indispensable in every case. See Atlantic Refining Co. v. P.S.C. of 
the State of New York, 360 U.S. 378, 390-391; 392-393. 


The Commission further finds: 


The applications for rehearing and requests for stay referred to hereinabove 
of the Commission’s Opinion No. 335 and accompanying order issued Febru- 
ary 23, 1960, in these proceedings, should be denied 


The Commission orders: 


The applications for rehearing and requests for stay referred to hereinabove 
of the Commission’s Opinion No. 335 and accompanying order issued Febru- 
ary 23, 1960, in these proceedings, are hereby denied. 

Chairman Kuykendall dissenting. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-10126 
ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 19, 1960) 





United Gas Pipe Line Company (United) on January 26, 1960, filed a motion 
to amend the certificate of public convenience and necessity granted by order 
of the Commission issued on June 22, 1956, in Docket No. G—10126, 15 FPC 
1577, authorizing United to operate certain facilities for the delivery and sale 
of natural gas in interstate commerce to Newport Industries, Incorporated in 
daily volumes up to a maximum of 7080 Mcf at 14.73 psia on an interruptible 
basis. United now proposes to increase the maximum daily delivery to this 
customer to 8092 Mcf at 14.73 psia. 

No additional facilities are proposed to render the additional service. 


The Commission finds: 

It is appropriate in carrying out the purposes of the Natural Gas Act, and 
the public convenience and necessity require that paragraph B of the order of 
“. the Commission issued on June 22, 1956, be amended, as hereinafter ordered, 
r so as to increase the authorized maximum deliveries of gas to Heyden New- 
<" port Chemical Corporation (formerly Newport Industries Incorporated), from 
7080 to 8092 Mcf per day, served from United’s system near Pensacola, Florida. 
The Commission orders: 

(A) The order of the Commission issued on June 22, 1956, in Docket No. 
G-10126, be and the same is hereby amended by substituting the name Heyden 
Newport Chemical Corporation and the figure 8092 for 7080 in paragraph B of 
said order. 

(B) All other provisions of the June 22, 1956, order remain unchanged. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NO, G-17241 
ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 20, 1960) 


Natural Gas Pipeline Company of America (Petitioner) filed in Docket 
No. G-17241 on December 28, 1959, pursuant to Section 16 of the Natural Gas 
Act, a petition to amend the certificate of public convenience and necessity 
heretofore granted it in said docket by order issued on December 17, 1959, in 
Texas Pacific Coal and Oil Company, et al., Docket No. G—16911, et al., 22 
FPC 1059. 

Said certificate, inter alia, authorized Petitioner to construct and operate 
approximately 29 miles of 10-inch lateral supply line, together with appurtenant 
facilities, at an estimated total cost of $772,000 for the purpose of transporting 
natural gas to be purchased by Petitioner in the Enville and Southwest Enville 
Fields, Love County, Oklahoma. 
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Petitioner now seeks to have the aforesaid certificate amended so as to 
authorize the construction and operation of 29 miles of 12-inch line in lieu of 
29 miles of 10-inch line. 

In support thereof, Petitioner states that the total estimated cost of con- 
structing the proposed facilities with 12-inch pipe is $953,000; that said cost 
represents an increase of $181,000 over the previous estimate of $772,000 for 
10-inch pipe; that Petitioner is unable to obtain 10-inch pipe and is unable 
to ascertain with any degree of certainty when 10-inch pipe may be available 
and that Petitioner has a sufficient quantity of 12-inch pipe on hand to construct 
the project. 


The Commission further finds: 


It is necessary or appropriate to carry out the provisions of the Natural 
Gas Act that the certificate of public convenience and necessity heretofore issued 
Petitioner in Docket No. G—17241 on December 17, 1959, as aforesaid, be 
amended so as to authorize the construction and operation of a 12-inch line 
in lieu of a 10-inch line for the purpose of transporting natural gas to be pur- 


chased by Petitioner in the Enville and Southwest Enville Fields, Love County, 
Oklahoma. 


The Commission orders: 


(A) The certificate of public convenience and necessity heretofore issued 
Petitioner in Docket No. G—17241, as aforesaid, be and the same hereby is 
amended so as to authorize the construction and operation of 29 miles of 12-inch 
line in lieu of 29 miles of 10-inch line. 

(B) In all other respects said certificate shall remain unchanged and in 
full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PANHANDLD EASTERN PIPE LINE COMPANY, DOCKET NO. G-—2506 


ORDER OMITTING INTERMEDIATE DECISION PROCEDURE AND FIXING DATE FOR ORAL 
ARGUMENT 


(Issued April 20, 1960) 


This proceeding was reopened by order of the Commission, issued herein on 
January 14, 1960, 23 FPC 89, upon petition of Panhandle Eastern Pipe Line 
Company (Panhandle) for an opportunity to present additional evidence on the 
commodity value issue. The hearing convened on February 16, 1960, in ac- 
cordance with the procedural provisions of that order and after seven days of 
hearing was closed on March 11, 1960. 

The said commodity value issue is but one of the numerous issues determined 
by the Presiding Examiner’s decision issued herein on February 10, 1959. Ex- 
ceptions to the decision were filed by several parties, including Panhandle, and all 
of the issues of the proceeding are pending before the Commission. 

At the close of the reopened hearing on March 11, 1960, Panhandle moved orally 
for the omission of the intermediate decision procedure on the ground that the 
“due and timely execution of the Commission’s functions imperatively and un- 
avoidably so requires’, pursuant to Rule 1.30(c) (2). Counsel for Panhandle 
supported the motion by citing the facts that the case has been pending for a 


1Commission’s Rules of Practice and Procedure, Section 1.30(c) (2). 
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very long time, i.e., since the initial order, issued herein on July 29, 1954; that 
the Commission has the rest of the evidence before it upon exceptions to the said 
decision ; that the reopening order did not indicate that the Presiding Examiner, 
upon the reopening, was authorized to consider all of the evidence on commodity 
value issue that has been presented herein, including that presented before the 
decision was issued; and that although Panhandle sought the reopening in order 
to present the additional evidence, it desires to have the matter decided as 
promptly and as expeditiously as possible. 

Staff counsel supported the motion. Counsel for Michigan Consolidated Gas 
Company (Consolidated) opposed the motion. Consolidated contended, inter 
alia, that since this proceeding was originally heard and decided by an Ex- 
aminer, to permit the introduction of additional evidence thereafter, without 
intermediate decision thereon, would create a “hybrid proceeding” for which, 
according to counsel’s interpretation of the Administrative Procedure Act, the 
Commission is without authority. In further support of Consolidated’s position 
on the motion, its counsel cited the Commission’s order issued March 1, 1957, 
in which it was found that intermediate decision procedure on all issues should 
not be omitted. Counsel for the City of Cleveland, Ohio concurred in the position 
taken by Consolidated’s counsel. 

Our said reopening order indicated that we desired to have the additional 
evidence presented to us for consideration along with the “landmark Phillips 
Petroleum Company independent producer rate case”. Furthermore, the limited 
hearing procedure prescribed in that order indicated that we desired to have the 
matter brought “to a speedy conclusion”. 

In providing for only limited reopening of this proceeding, we were mindful 
of the fact that the commodity value issue has been involved in Panhandle’s in- 
creased rates since February 20, 1952 and is pending before us in its earlier 
Docket No. G—1116, et al., upon remand of the court in City of Detroit? since 
November 1. 1956. Not only Panhandle but all of its customers, as well, have 
economie and financial reasons for desiring resolution of the commodity value 
issue at the earliest practicable date and, most of them, including Consolidated, 
have expressed such desires in motions and letters to the Commission. 

In answer to Consolidated’s contentions, at the time of our said order, issued 
March 1, 1957, denying omission of intermediate decision, we were then facing 
all of the numerous and complex issues of the entire case. Now we have only 
the commodity value issue and the question of whether the additional evidence, 
when viewed with that presented prior to the Presiding Examiner’s decision 
issued February 10, 1959, would justify our allowing Panhandle’s claimed com- 
modity value for its produced gas. That earlier order was considered over three 
years ago, and that very time is sufficient justification for our finding that the 
omission of intermediate decision procedure is now “imperatively and unavoid- 
ably” required.’ 


The Commission finds: 


(1) Due and timely execution of the Commission’s functions under the Natural 
Gas Act imperatively and unavoidably requires that the intermediate decision 
procedure in this proceeding be omitted. 

(2) Itis appropriate in carrying out the provisions of the Natural Gas Act that 
oral argument be held as hereinafter provided on the issue of the proper allow- 
ance for Panhandle’s own produced gas. 


2 City of Detroit, Michigan v. F.P.C., 230 F. 2d 810, cert. den. 352 U.S. 829, 919. 

® As to the effect of extended pendency of rate proceedings, see our order omitting inter- 
mediate decision, issued June 9, 1953, in Panhandle Eastern Pipe Line Company, Docket 
No. G-1116, et al. 
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The Commission orders: 


(A) Theintermediate decision procedure is hereby omitted in this proceeding. 

(B) Oral Argument before the Commission, on the issue of the proper allow- 
ance to be included in the cost of service for Panhandle’s produced gas, shall be 
held on May 12, 1960, at 10:00 a.m. (EDT), in a Hearing Room of the Federal 
Power Commission, 441 G Street, N.W., Washington, D.C. 

(C) All parties who desire to participate in the oral argument herein provided 
shall notify the Secretary on or before May 2, 1960, of their intent to do so and the 
amount of time they desire for such argument. 

Commissioner Connole dissenting. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


ALABAMA POWER COMPANY, PROJECT NO. 2146 
ORDER APPROVING REVISED PROJECT EXHIBITS 


(Issued April 21, 1960) 










In accordance with the requirements of its license for Project No. 2146 (Coosa 



















































River project), Alabama Power Company (Licensee) filed on October 15, 1959, 
’ certain Exhibit L drawings of project works for Commission approval and in- 
clusion in the license for the project. 
L The drawings are described as follows: 
; Exhibit L F.P.C. Title—Revised General Design 
> Number Drawings Kelly Creek Dam 
s ee 
E I De INU icra ae tatiana tala ti hl 2146-136 | Plan, Dike & Spillway Sections. 
: GE BENS TI cscs in ccpetmsinnitnatieenctlisadadnaiadniemmadn kien 2146-137 | Powerhouse Transverse Section. 
b Sheet INO) MER nnecncneniecrensonicheplisiomanntnendibatuind 2146-138 | Powerhouse Longitudinal Section. 
SRE SSSR eae 2146-139 | Powerhouse Floor Plans. 
l 
3 As shown on the new exhibits, the Licensee proposes to: (1) Change the main 
y spillway gates from 14-40 feet wide by 33 feet high to 640 feet wide by 38 feet 
’ high (with spillway sill reduced in elevation from 436 to 432 feet), and include a 
, trash gate at the spillway; (2) Increase the top elevation of the earthen dikes 
F from 480 feet to 487 feet; and (3) Move the Kelly Creek development a short 
. distance upstream from its former location. 
8 The licensee stated that continuing flood studies, utilizing various spillway 
; size combinations and dike heights, indicate that optimum economy will be 
realized through the designs proposed for the spillway and dike, and that the 
new site location proposed for the Kelly Creek Development will result in ad- 
1 ditional economy by providing a better foundation, requiring less foundation 
n treatment and reducing the length of earthen dikes by about 7,800 feet. 
The Chief of Engineers, Department of the Army, has approved the plans 
t insofar as the interests of navigation are concerned. 
fe The Commission finds: 
The above-described Exhibit L drawings conform to the Commission’s rules and 
regulations and should be approved as part of the license and the Exhibit L 
r- drawing Sheet No. 10 (FPC No. 2146-99) now part of the license and which has 


been superseded should be eliminated therefrom—all as hereinafter provided. 
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The Commission orders: 

(A) The above-described Exhibit L drawings (FPC No. 2146-136 through -—139) 
are approved as part of the license for Project No. 2146, and the superseded 
Exhibit I drawing is eliminated from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


W. B. HAMILTON AND WILLIAM W. HAMILTON, PROJECT NO. 838 































ORDER APPROVING TRANSFER OF LICENSE (MINOR) 
(Issued April 21, 1960) 


Joint application was filed on February 23, 1960, by W. B. Hamilton, licensee 
for minor Project No. 838, and William W. Hamilton, of Dallas, Texas, for ap- 
proval of transfer of the license for the project from the former to the latter. 

The project is located on La Manga Creek in Conejos County, Colorado, and 
affects lands of the United States within Rio Grande National Forest. 

* Accompanying the joint application was a copy of a Warranty Deed showing 
r that the licensee conveyed to the proposed transferee the properties covered by 
the license, on April 1, 1957. 





The Commission finds: 


(1) The proposed transferee of the license is a citizen of the United States, and 
has submitted satisfactory evidence of compliance with the requirements of all 
applicable State laws insofar as necessary for the operation of the project. 

(2) Approval of the transfer of the license for the project, as hereinafter 
provided, will not be inconsistent with the public interest. 

(3) The licensee has paid the annual charges under the license through Decem- 
ber 31, 1959. 


The Commission orders: 


(A) The transfer of the license for minor Project No. 838 from W. B. Hamilton 
to William W. Hamilton is approved, effective as of April 1, 1957, subject to Sec- 
tion 9.3 of the Commission’s regulations under the Federal Power Act. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance by William W. Hamilton of the license for Project No. 838. In acknowledg- 
ment of the acceptance of the license, this instrument shall be signed by William 
W. Hamilton, the new licensee, and returned to the Commission within 60 days 
from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NATURAL GAS STORAGE COMPANY OF ILLINOIS, DOCKET NO. G-14872 
ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 21, 1960) 


On January 20, 1960, Natural Gas Storage Company of Illinois (Applicant) 
filed a motion to amend paragraph (B) (1) of the Commission’s order issued on 
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October 27, 1958, as amended by order issued April 27, 1959, In the Matter of 
Natural Gas Storage Company of Illinois, Docket No. G-14872, 20 FPC 551; 21 
FPC 583, as hereinafter described, all as more fully described in the motion on 
file with the Commission and open to public inspection. 

The order issued October 27, 1958, referred to above, authorized Applicant to 
construct and operate additional natural gas facilities in the Herscher Storage 
Field in Kankakee County, Illinois, for the purpose of testing the Mt. Simon 
formation as a storage reservoir. Paragraph (B)(1) of the order provides 
“The maximum inventory of natural gas in zones 3 and 4 of the Hau Clair-Mt. 
Simon formations to be tested for storage purposes shall be 5 billion cubic feet.” 
The Commission’s order of April 27, 1959, amended the initial order so as to 
increase the maximum inventory to 10 billion cubic feet of natural gas. 

The motion requests that in view of the Commission’s order issued Septem- 
ber 8, 1959, In the Matter of Natural Gas Storage Company of Illinois, Docket 
No. G—18448, 22 FPC 484, the Commission’s order issued in the subject docket on 
October 27, 1958, as amended, be further amended to remove the restrictions 
imposed by paragraph (B)(1) on maximum inventory of gas stored in the Mt. 
Simon formation. The Commission in its order issued September 8, 1959, in 
Docket No. G—18448, authorized Applicant to construct and operate certain 
facilities, to increase the authorized maximum reservoir withdrawals and to 
utilize the Mt. Simon Reservoir for top storage operation. 

In further support of the request, Applicant states that unusually mild weather 
in its service area has resulted in requests by customers for injection of gas for 
their accounts, and unless the present inventory ceiling of 10 billion cubic feet 
is lifted, it will be necessary to suspend injections with consequent restriction 
of customer usage and development of the subject reservoir as a storage project. 


The Commission finds: 


It is necessary and appropriate to carry out the provisions of the Natural Gas 
Act, and the public convenience and necessity require, that the order of the 
Commission issued October 27, 1958, as amended by order issued April 27, 1959, 
In the Matter of Natural Gas Storage Company of Illinois, Docket No. G—14872, 
be further amended as hereinafter ordered. 











































The Commission orders: 


(A) Paragraph (B) (1) of the Commission’s order issued October 27, 1958, as 
amended by order issued April 27, 1959, In the Matter of Natural Gas Storage 
Company of Illinois, Docket No. G—14872, is hereby amended to read as follows: 

(1) The maximum inventory of natural gas in zones three and four of the 
Eau-Clair-Mt. Simon formations to be tested for storage purposes shall be 15.5 
billion cubic feet. 

(B) In all other respects, said order shall remain unchanged. 








Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


PUGET SOUND POWER & LIGHT COMPANY, DOCKET NO. E-6929 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 


(Issued April 21, 1960) 






By order issued March 31, 1960, 23 FPC 565, in the above-entitled matter, the 
Commission authorized Puget Sound Power & Light Company (Applicant) to 
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issue and sell at competitive bidding $20,000,000, principal amount of First 
Mortgage Bonds, Series due 1990, subject to the provisions, among others, as set 
forth in Paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 


(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2(k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the 
Yommission by telephone and telegraph, as contemplated in Section 34.9 of 
the Regulations. 

(ii) The Commission, by further order, shall have approved the price to be 
received by Applicant for the proposed issuance of Bonds and the interest 
rate thereof. 

Applicant, on April 20, 1960, filed an amendment, pursuant to the requirements 
of the afore-mentioned Commission order, setting forth, among other things, that 
it proposes to accept, as resulting in the lowest annual cost of money to it, 
the bid of Blyth & Co., Inc. to purchase the proposed issuance of $20,000,000, 
principal amount of Bonds, for the price of 100.30% of principal amount, with 
an interest rate of 534% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Paragraph 
(B) of the Commission’s order issued March 31, 1960, in the above-entitled 
matter; and under the bid it proposes to accept for the Bonds, the price to be 
received by Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compat- 
ible with the public interest, which is appropriate for and consistent with the 
proper performance of service by Applicant as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 

(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are hereby approved as 
reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above are hereby authorized, subject 
only to the provisions of Paragraphs (A), (C), (D,), and (E) of the Com- 
mission’s order issued March 31, 1960, in the above docket. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


J. C. TRAHAN, DRILLING CONTRACTOR, INC. (OPZRATOR), ET AL., 
DOCKET NO. G—17069 


ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDING 
(Issued April 22, 1960) 


On March 24, 1960, J. C. Trahan, Drilling Contractor, Inc. (Operator), et ai., 
for itself and for other parties in interest’? (hereinafter referred to collectively 
as Trahan), tendered for filing an Offer of Settlement, pursuant to Section 
1.18(e) of the Cemmission’s Rules of Practice and Procedure, involving jurisdic- 
tional sales of natural gas by Trahan to Texas Eastern Transmission Corpora- 
tion (Texas Eastern) under Trahan’s FPC Gas Rate Schedules Nos. 4 and 5. 
Trahan’s rate filings which are the subject of the offer of settlement are as 
follows: 

On November 3, 1958, Trahan tendered for filing Supplement No. 3 to its FPC 
Gas Rate Schedule No. 4 providing for an increase to a base rate of 14.0507¢ per 
Mcf plus tax reimbursement of 1.75¢ per Mcf at 15.025 psia, amounting to an 
increase of $1,562 yearly, for its sales of natural gas to Texas Eastern produced 
from properties in the Bethany-Longstreet Field, Caddo and Desota Parishes, 
Louisiana. By order issued November 28, 1958, the Commission suspended and 
deferred the use of said Supplement No. 3 until May 4, 1959, and until such 
further time as it might be made effective in the manner prescribed by the 
Natural Gas Act. This supplement has not been placed in effect subject to 
refund obligation so that the underlying rate of 13.6405¢ per Mcf at 15.025 psia 
is the current effective base rate. 

Concurrently with the filing of the aforementioned offer of settlement, Trahan 
submits Supplement No. 2 to its FPC Gas Rate Schedule No. 5 proposing an in- 
creased rate and charge which would increase the presently effective rate of 
14.2¢ per Mcf by 0.4¢ per Mcf to 14.6¢ per Mcf, amounting to $1,476 yearly, for 
its jurisdictional sales of natural gas to Texas Eastern produced from properties 
in the Tatum Field, Rusk and Panola Counties, Texas. 

The contract comprising Trahan’s Rate Schedule No. 4 consists of a ratifica- 
tion dated April 11, 1957, of a basic contract dated August 15, 1955, between 
Ralph R. Gilster, e¢ al., and Texas Eastern, which basic contract is on file as 
Jones-O’Brien, Inc., et al., FPC Gas Rate Schedule No. 5. Certain parties of 
interest covered by Trahan’s Rate Schedule No. 4 have heretofore executed an 
amendment embodying the same terms as provided in the subject offer, which 
amendment was filed as a supplement to Jones-O’Brien, Inc., et al., (Operators), 
et al., FPC Gas Rate Schedule No. 5.2. On this basis, Trahan states in Exhibit 
A to its offer of settlement that only those parties of interest who did not exe- 
cute the Jones-O’Brien amendment will execute the subject amendment to its 
Rate Schedule No. 4. Trahan’s ratification agreement covers the interest of 


1 The other parties of interest are: 

Rate Schedule No. 4: Hudson Gas & Oil Corporation, Sam Siegel, M. R. Rosen Estate, 
Columbian Carbon Company, Schuler Estate, and Jonnie S. Roger. 

Rate Schedule No. 5: H. R. Stroube, W. C. Stroube, Jack A. Stroube, H. R. Stroube, Jr., 
Joe E. Stroube and Frank B. McNally d/b/a Stroube-Central Company. 

2This amendment was submitted in connection with an offer of settlement to Texas 
Eastern by Jones-O’Brien, et al., and accepted by the Commission’s order issued December 
29, 1959, in Docket No. G—11338, et al., FPC 1151. 
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Trahan, et al., in certain acreage not previously dedicated to the Jones-O’Brien 
contract. It is believed that all parties of interest covered by Trahan’s Rate 
Schedule No. 4 should execute the amendatory agreement contemplated in the 
subject offer of settlement. 

In its Offer of Settlement, Trahan states that, in consideration for accepting 
for filing, without suspension, its proposed increased rate of 14.6¢ per Mcf con- 
tained in Supplement No. 2 to Trahan’s FPC Gas Rate Schedule No. 5, and for 
allowing its suspended rate of 14.0507¢ per Mcf in Docket No. G-17069 to become 
effective upon the effective date of the order of acceptance and the termination 
and dismissal of the proceeding in said docket, Trahan would agree to eliminate 
from its contracts comprising its FPC Gas Rate Schedules Nos. 4 and 5 the 
favored-nation clauses and related provisions and substitute revised schedules 
of periodic escalations of 1.0256¢ and 1.0¢ per Mcf in November 1963, November 
1968 and November 1973 in lieu of the present schedules of annual escalations 
under these contracts. 

In support of its Offer of Settlement, Trahan states that the rates proposed 
in the aforementioned supplements are the prices agreed upon by Texas Eastern 
and the sellers under the contracts as those to which such sellers are entitled 
under the basic contracts; that the favored-nation provisions contained in the 
basic contracts were important elements of consideration required by Trahan 
under such contracts for the long term commitment of its gas reserves to the 
performance of said contracts; that such elements of consideration provided 
Trahan with a means of protecting itself against inflation and increased valua- 
tion of gas during the more than twenty-year term of these contracts, and were 
included in the contracts after arm’s-length negotiation. Trahan states that 
it is now willing to give up the important advantage of its favored-nation pro- 
visions in the contracts in the interest of settling this case. 

In addition, Trahan states that the prices of 14.507¢ per Mcf and 14.6¢ 
per Mcf, which are the prices covered by the supplements referred to above 
and are the base prices offered as the basis of this settlement, are reasonable 
and fair current prices for the gas being produced and delivered under the 
contracts herein involved; that such prices are far below the level of prices 
in contracts recently negotiated for gas being produced in the same area; and 
that gas is being purchased from fields in the near vicinity of that from which 
the gas sold under its contracts is produced, under contracts which provide 
for a price in excess of those stated above. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, in 
the event the offer is accepted by the Commission, to make the necessary con- 
tract changes or amendments provided for in the offer. None of Texas East- 
ern’s customers has intervened in this proceeding or indicated to the Commission 
any opposition to the Offer of Settlement. 

In our judgment, settlement of this proceeding in accordance with the Offer of 
Settlement is desirable in the public interest and appropriate to carry out the 
provisions of the Natural Gas Act. Trahan is proposing to eliminate its 
favored-nation clauses and related provisions from its contracts with Texas 
Eastern involved herein, to waive all its future rights and benefits thereunder, 
and to delete the flexible price provisions from its contracts involved and 
substitute schedules of three periodic escalations at 5-year intervals occurring 
in November 1963, November 1968 and November 1973 in lieu of the present 
schedules of annual escalations under these contracts. 

The proposed Offer of Settlement would be beneficial to the public and advan- 
tageous to all concerned, by relieving the Commission, the producers and Trahan, 
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as well as customer companies of the time and expense which might be neces- 
sary to the conduct of formal hearings in such rate cases as might otherwise 
arise under the favored-nation and related provisions of the contracts. The 
resulting stability in gas costs would be welcome to all segments of the natural- 
gas industry. Furthermore, freeing the Commission from the need of consid- 
ering such proposed increases would enable us to concentrate our efforts on 
other rate cases and other matters having possibly more serious consequence 
for the public and the consumer. 

However, we desire to make it clear that acceptance of this Offer of Settle- 
ment shall not be construed as approval of any future increased rates proposed 
by Trahan under the fixed escalation provisions or otherwise. 


The Commission finds: 


(1) The proposed settlement of the rate proceeding on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Trahan with 
the Commission on March 24, 1960, and in the Appendices* A and B attached 
to this order, is in the public interest and appropriate to carry out the pro- 
visions of the Natural Gas Act and should be approved by the Commission and 
made effective as hereinafter ordered. 

(2) Good cause exists for accepting for filing Supplement No. 2 to Trahan’s 
FPC Gas Rate Schedule No. 5 and for allowing said supplement to become 
effective as of April 24, 1960, the requested effective date, and for terminating 
the rate suspension proceeding in Docket No. G—17069 and permitting the 
14.0507¢ per Mcf rate contained in Supplement No. 3 to Trahan’s FPC Gas 
Rate Schedule No. 4 and suspended by the Commission’s order issued Novem- 
ber 28, 1958, in said docket, to become effective as of the date of the issuance 
of this order; subject, however, to the terms and conditions of the Offer of 
Settlement as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Trahan on March 24, 1960, is hereby 
accepted in accordance with the provisions of this order. 

(B) Trahan shall execute with Texas Eastern, in accordance with Appen- 
dices A and B attached hereto, amendments to these parties’ Gas Purchase 
Contracts dated August 15, 1955, as amended, and June 12, 1957, as amended, 
filed with the Commission as Trahan’s FPC Gas Rate Schedule Nos. 4 and 5, 
respectively. The amendment to Trahan’s FPC Gas Rate Schedule No. 4 
shall be executed by all parties of interest covered by such rate schedule. 

(C) Trahan shall, within 30 days from the date of issuance of this order, 
file with the Commission as supplements to the aforesaid FPC Gas Rate Sched- 
ules Nos. 4 and 5, under Part 154 of the Commission’s Regulations under the 
Natural Gas Act, the executed agreements with Texas Eastern required by 
paragraph (B) above. 

(D) Supplement No. 2 to Trahan’s FPC Gas Rate Schedule No. 5 is hereby 
accepted for filing and permitted to become effective on April 24, 1960, the 
requested effective date; subject, however, to the terms and conditions of the 
Offer of Settlement. 

(E) Upon the date that Trahan makes the satisfactory filings in accordance 
with paragraph (C) above, the rate and charge (14.0507¢ per Mcf) contained 
in Supplement No. 3 to Trahan’s FPC Gas Rate Schedule No. 4 is hereby allowed 
to become effective without obligation to refund as of the date of the issuance 
of this order, and the proceeding in Docket No. G—17069 is hereby terminated. 


*Omitted in printing. 
676—-806—64 -42 
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(F) The acceptance of this Offer of Settlement is without prejudice to any 
findings or determinations that may be made in the proceeding entitled J. 0. 
Trahan, Drilling Contractor, Inc. (Operator), et al., Docket No. G—15967 
(Louisiana gas gathering tax increase), or in any other proceeding now pending 
or hereafter instituted by or against Trahan. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411. 









Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 

















APPALACHIAN POWER COMPANY, PROJECT NO. 2210 
ORDER ISSUING LICENSE (MAJOR) 


(Issued April 25, 1960) 





Application was filed August 26, 1958 and supplemented on February 2, 1960, 
by Appalachian Power Company (Applicant) of Roanoke, Virginia, for a license 
under Section 4(e) of the Federal Power Act (hereinafter referred to as the 
Act) for a proposed hydroelectric development, known as Smith Mountain 
Combination Project, and designated as Project No. 2210, to be located on the 
Roanoke River, a navigable water of the United States, in Bedford, Franklin, 
Campbell, Pittsylvania and Roanoke Counties, Virginia, in the vicinity of Roa- 
noke, Rocky Mount, Bedford, Moneta, Lynchburg, Altavista, Gretna and Chat- 
ham, Virginia. 

The Governor, the State Corporation Commission, the Commission of Game 
and Inland Fisheries, the State Water Control Board, and the Division of 
Water Resources and Power of the Department of Conservation and Develop- 
ment—all of the Commonwealth of Virginia, were notified of the filing of the 
application for license. 

By letter dated April 22, 1959, the Executive Director, Commission of Game 
and Inland Fisheries, advised that the problems associated with protecting 
the Roanoke River fishery and in providing access to the proposed Smith 
Mountain Reservoir have been satisfactorily resolved by direct negotiations 
between his Commission and Applicant. 

The Secretary of the Army and the Chief of Engineers, in reporting on the 
application as supplemented, advised that the plans of the structures are sat- 
isfactory insofar as the interests of navigation are concerned, and recom- 
mended for inclusion in any license issued, the terms and conditions usually 
included in such licenses for the protection of navigation as hereinafter pro- 
vided. The report also recommended operation of the project in the interest 
of flood control and provision for specified downstream releases required at 
the downstream United States Government Kerr project as also hereinafter 
provided. 

In connection with the filing of the original application for license, by letter 
dated September 30, 1958, the Secretary of the Interior was requested to give 
the Commission his views as to the measures which should be taken to protect 
wildlife resources in connection with the project in accordance with the pro- 
visions of the Act of August 14, 1946 (60 Stat. 1080). His advice concerning 
fishways was also requested pursuant to the provisions of Section 18 of the 
Federal Power Act, 16 U.S.C. 811. 
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In connection with the filing of the amended application for license, by 
letter dated February 17, 1960, the Secretary of the Interior was requested to 
give the Commission his views as to the measures which should be taken to 
protect wildlife resources in connection with the project in accordance with 
the Act of August 12, 1958 (72 Stat. 563). His advice concerning fishways 
was also requested pursuant to Section 18 of the Federal Power Act. 

Applicant’s construction plans schedule the change-over for first and second 
stage river diversion to take place in July 1961, the month of lowest average 
streamflow. It is essential that this work be completed prior to the hurricane 
season which begins in August, the time high flows may occur. Filling of the 
reservoir is scheduled to begin on February 1, 1962, to take maximum advantage 
of the higher than average flows which occur in February, March and April. 
Delay in closure could result in a substantial lengthening of the filling period 
and impair the probability of meeting the operating dates of the units scheduled 
in the last half of 1962. A delay of as much as two months in the construction 
schedule could set the project back a full year in being available to meet the 
system peak which occurs in December, and thereby require Applicant to ac- 
celerate the construction of a new steam unit at somewhat higher cost. Such 
alternative action would be necessary in order to avoid serious encroachment 
on system reserve capacity. 

In the circumstances just recited and in order to facilitate the commencement 
of construction of the project under a Commission license, we are including 
herein a special condition under which the Commission may prescribe, upon 
the future recommendation of the Secretary of the Interior that Applicant 
shall construct, maintain and operate protective devices and shall comply with 
reasonable modifications of the project structures and operation in the interest 
of fish and wildlife resources. 


The Commission finds: 


(1) The proposed project is located upon a navigable waterway of the United 
States. 


(2) The proposed project would consist of : 

(a) All lands constituting the project area and enclosed by the project 
boundary, or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the Applicant or by the United 
States; the general location of such project area being shown and described 
by a certain exhibit which formed part of the application for license and which 
is designated and described as follows: 

Erhibit J: (FPC No. 2210-3) Location Map and Drainage Area 

(b) All project works consisting principally of: Upper Development a con- 
crete arch structure about 235 feet high and 815 feet long, creating a reservoir 
with a surface area of about 20,000 acres and a gross storage capacity of about 
1,100,000 acre-feet; two concrete side channel non-gated spillways each 100 feet 
long; a powerhouse at the foot of the dam with two Francis-type turbines of 
204,000 horsepower each, directly connected to two 150,100 kilowatt outdoor- 
type, vertical shaft generators with space for an additional future like unit, two 
Francis-type reversible pump turbines of 87,000 horsepower each, directly con- 
nected to two outdoor-type, vertical-shaft reversible motor-generators rated 
at 66,025 kilowatts as generators and 101,500 horsepower as motors, with ap- 
purtenant electrical and mechanical equipment; a 395,000 KVA substation in the 
vicinity of the powerhouse; a double-circuit 138-kilovolt tie line to Applicant’s 
interconnected system; and Lower Development a rock-fill dam with an im- 
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pervious deck of asphaltic concrete about 90 feet high and 930 feet long, creating 

a reservoir with a surface area of about 3,400 acres and a capacity of about 
110,000 acre-feet; a concrete side channel-grated spillway 350 feet long; a 
powerhouse at the foot of the dam with two propeller-type turbines of 32,300 
horsepower each, directly connected to two 23,750 kilowatt outdoor-type vertical- 
shaft generators, with appurtenant electrical and mechanical equipment; a 
50,000 kva substation in the vicinity of the powerhouse; a double circuit 138 
kilovolt tie-line to Applicant’s interconnected system, the nature and character 
of which project workers are more specifically shown and described by the ex- 
hibit hereinbefore cited and by certain other exhibits which also formed part 
of the application for license and which are described and designated as 
follows: 

Exhibit L-1 (Amended) (FPC No. 2210-8) entitled “Profile Roanoke River, 
Roanoke—Altavista, Va.”; 

L-2 (Amended) sheet 1 of 2 (FPC No. 2210-9) entitled “Upper (Smith 
Mountain) Development, Plan and Sections” ; 

L-2 (Amended) sheet 2 of 2 (FPC No. 2210-10) entitled “Upper (Smith 
Mountain) Development, Plan and Sections” ; 

L-3 (Amended) (FPC No. 2210-11) entitled “Lower Development, Plan and 
Sections” ; and 

M (Amended 4/8/60) comprising 3 typewritten pages entitled “General de- 
scription of equipment.” 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project 
is approved or acquiesced in by the Commission; also, all riparian or other 
rights, the use of possession of which is necessary or appropriate in the main- 
tenance and operation of the project. 

(3) The transmission facilities included in the application for license as 
amended, and described in finding (2) above are parts of the project herein 
authorized within the meaning of Section 3 (11) of the Act. 

(4) Applicant, a corporation organized and existing under the laws of the 
Commonwealth of Virginia and qualified to do business in the States of Ten- 
nessee and West Virginia, has submitted satisfactory evidence of compliance 
with the requirements of all applicable State laws insofar as necessary to 
effect the purposes of a license for the project. 

(5) No conflicting application is before the Commission. Public notice of the 
application has been given as required by the Act. While several informal 
protests have been received, no formal protests have been filed. 

(6) The proposed project will not affect any Government dam, nor will the 
issuance of a license for the project, as hereinafter provided, affect the develop- 
ment of any water resources for public purposes which should be undertaken 
by the United States. 

(7) The proposed project is best adapted to a comprehensive plan for im- 
proving or developing a waterway or waterways for the use or benefit of inter- 
state or foreign commerce, for the improvement and utilization of water-power 
development, and for other beneficial public uses, including recreational purposes. 

(8) Applicant has submitted satisfactory evidence of its ability to construct 
and operate the proposed project. 

(9) The amount of annual charges to be paid under the license for the 
purpose of reimbusing the United States for the cost of administration of Part 
I of the Act is reasonable as hereinafter fixed and specified. 
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(10) The installed horsepower capacity of the proposed project hereinafter 
authorized for the purpose of computing the capacity component of the admin- 
istrative annual charge is 638,100 horsepower, and the energy to be generated 
by the proposed project will be sold to Applicant’s present and future 
customers. 

(11) The exhibits designated and described in finding (2) above conform 
to the Commission’s rules and regulations and should be approved as part of 
the license for the project. 

(12) It is desirable to reserve for future Commission determination the ques- 
tion of what additional transmission lines and appurtenant facilities, if any, 
should be included in this license. 

(13) In accordance with Section 10(d) of the Act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to be 
paid into and held in amortization reserves, are reasonable as hereinafter 
specified. 

The Commission orders: 


(A) This license is issued to Appalachian Power Company (hereinafter re- 
ferred to as the Licensee) under Section 4(e) of the Federal Power Act for a pe- 
riod of 50 years, effective as of April 1, 1960, for the construction, operation and 
maintenance of major Project No. 2210 located on the Roanoke River, a navi- 
gable water of the United States, subject to the terms and conditions of the 
Act which is incorporated by reference as a part of this license, and subject to 
such rules and regulations as the Commission has issued or prescribed under 
the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L—4 (December 15, 1953) entitled “Terms and Conditions of License for 
Unconstructed Major Project Affecting Navigable Waters of the United States.” 
(16 FPC 1284), which terms and conditions, designated as Articles 1 through 
18, are attached hereto and made a part hereof, except for the last sentence of 
Article 12; and subject to the following special conditions set forth herein as 
additional articles: 

Article 19. The Licensee shall construct, maintain and operate such pro- 
tective devices and shall comply with such reasonable modifications of the 
project structures and operation in the interest of fish and wildlife resources, 
provided that such modifications shall be reasonably consistent with the pri- 
mary purpose of the project, as may be prescribed hereafter by the Commission 
upon its own motion or upon recommendation of the Secretary of the Interior, 
or the Virginia Commission of Game and Inland Fisheries, after notice and 
opportunity for hearing and upon a finding based on substantial evidence that 
such modifications are necessary and desirable and consistent with the pro- 
visions of the Act: Provided, however, that no modifications of project struc- 
tures shall be required unless recommendations are made by the Virginia Com- 
mission of Game and Inland Fisheries, or the Secretary of the Interior prior 
to December 1, 1960 or such further time as the Federal Power Commission may 
prescribe by its order issued prior to December 1, 1960. 

Article 20. During the initial filling of the project reservoirs, the Licensee 
shall release sufficient flow consistent with the portion of Federal Kerr project 
watershed controlled by Project No. 2210 to permit the Kerr project to supply 
the minimum flows during the striped bass spawning season below the Kerr 
project which it could have done in the absence of Project No. 2210. 

Article 21. The Licensee shall, prior to flooding, clear all lands in the bottom 
and margin of the reservoirs to be submerged so that no brush or trees protrude 
above an elevation of 5 feet below the minimum power pools. The Licensee shall 
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dispose of all temporary structures, unused timber, slash, refuse, or inflammable 
material resulting from the clearing of lands or from construction of the project 
works: in addition, all trees along the margin of the reservoirs which may die 
from the operation of the project shall be removed; and the clearing of the lands 
and the disposal of the material shall be done with due diligence and to the 
satisfaction of the authorized representative of the Commission. 

Article 22. The Licensee shall commence construction of the project within one 
year after the issuance of the license and shall thereafter in goed faith and with 
due diligence prosecute such construction; and shall complete the project by 
May 1, 1965. 

Article 28. The Licensee shall submit for Commission approval Exhibits F 
and K, prepared in accordance with the Commission’s rules and regulations, 
within one year following the completion of the project works. 

Article 24. The Licensee shall pay to the United States the following annual 
charges: 

For the purpose of reimbursing the United States for the cost of administra- 
tion of Part I of the Act, one (1) cent per horsepower on the authorized installed 
eapacity (638,100 horsepower), plus two and one-half (2%) cents per 1000 
kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made. 

Article 25. The Commission reserves the right to determine at a later date 
what additional transmission and appurtenant facilities, if any, should be in- 
cluded in the license as part of the project works. 

Article 26. The Licensee shall submit in accordance with the Commission’s 
rules and regulations, revised Exhibit L drawings showing the final design of 
dam structures for the Lower development, and the Licensee shall not com- 
mence the construction of such structures until the Commission approves the 
exhibit. 

Article 27. At such time as the Commission may direct and to the extent that 
it is economically sound and in the public interest to do so after notice and op- 
portunity for hearing, the Licensee shall install an additional generating unit 
in the Upper development. 

Article 28. In the interest of preventing or lowering harmful river stages 
downstream from the Lower development the Licensee shall operate the project 
in accordance with an agreement to be entered into by the Licensee and the 
United States Corps of Engineers for the purpose of determining detailed 
operating procedures for use during flood periods, in accordance with the fol- 
lowing principles: 

(a) Controllable releases of water from the Upper development reservoir shall 
be restricted when such restriction will be effective in preventing or lowering 
harmful river stages downstreams; provided, however, that such restriction 
need not be such as to reduce the releases below those necessary to generate 
2-million kilowatt hours per day at the Upper development; and, provided 
further, that additional energy may be generated at the Upper development 
when required to meet power emergencies on the Appalachian Power Company 
System or the American Electric Power Company System of which Licensee 
is a part. 

(b) Whenever effective in preventing or lowering harmful high river stages at 
or above Altavista, storage capacity in the Lower development reservoir will be 
so utilized as to: (1) reregulate water releases by the Upper development 
turbines to the corresponding average 24-hour discharge; and (2) store water 
originating from the drainage area between the Upper and Lower development 
dams or discharged by the Upper development spillway, utilizing the reservoir 
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capacity as may be available from time to time in excess of that required for 
reregulation described in sub-paragraph (1) of this article; provided that such 
utilization of reservoir capacity as mentioned in both sub-paragraphs (1) and 
(2) herein need not reduce the discharge of the turbines installed at the Lower 
development. 

Article 29. Licensee shall release from the Lower development a minimum 
average weely flow of 650 cubic feet per second. 

Article 30. During the initial filling of the project reservoirs, the Licensee 
shall release sufficient flow consistent with the portion of Federal Kerr project 
watershed controlled by Project No. 2210 or take other measures acceptable 
to the affected Federal agency to assure the firm power capacity of the Kerr 
Project which would have been available in the absence of Project No. 2210. 

Article 31. The Licensee shall furnish the Chief of Engineers, Department of 
the Army or his authorized representative such information as he may require, 
pertinent to the operating conditions at the project as may be necessary for 
forecasting flow downstream from the project. 

Article 32. The Licensee shall, for the protection of navigation, construct, 
maintain and operate at its own expense such lights and other signals on fixed 
project structures in or over navigable waters of the United States as may be 
directed by the Secretary of the Department in which the Coast Guard is 
operating. 

(C) The exhibits described in finding (2) above are approved as part of 
this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgement of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the 
date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


EAST TENNESSEE NATURAL GAS COMPANY, DOCKET NO. G—19530 


ORDER AFFIRMING PRESIDING EXAMINER’S RULING AND DENYING APPLICATION FOR 
SUBPOENA DUCES TECUM 


(Issued April 25, 1960) 


Chattanooga Gas Company (Chattanooga), intervener in the above-entitled 
proceeding under Section 7 of the Natural Gas Act, orally moved during the 
course of the reopened hearing herein that the presiding examiner, or in the 
alternative the Commission, should the examiner find that he does not have the 
power to determine the relevancy and materiality of the requested books, records 
and other documents, issue a subpoena duces tecum directing John C. Bollinger, 
Jr., president of East Tennessee Natural Gas Company (Bast Tennessee), to 
make available to Chattanooga and its representatives in the offices of East 
Tennessee, in Knoxville, Tennessee, certain books, records and other documents 
to provide Chattanooga with certain information. Chattanooga claims that the 
requested books, records and other documents are essential to the preparation 
of rebuttal evidence on the application of East Tennessee for a certificate of 
public convenience and necessity sought in this proceeding. 
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The hearings in this proceeding commenced on J'anuary 25, 1960; briefs were 
filed; the examiners issued a decision denying the application, and exceptions 
to that decision were filed. By its order of March 18, 1960, the Commission 
reopened the proceeding to afford East Tennessee an opportunity to introduce 
evidence showing “(1) the incremental cost of gas for the proposed service, 
(2) any additional interruptible loads that will be served out of the ‘valley’ 
created by the proposed sales to Mid-Tennessee, and (3) what contribution, if 
any, Mid-Tennessee can and should make toward the cost of Applicant’s 
proposed lateral extension.” 

Chattanooga challenges the economic feasibility of the project proposed 
herein and alleges that it has a substantial economic interest since its purchases 
of natural gas from East Tennessee account for 40% of East Tennessee’s 
jurisdictional sales. 

The examiner ruled that in the light of the language of Section 14(c) of the 
Natural Gas Act he does not have the power or authority to issue a subpoena 
duces tecum in the absence of a prior finding by the Commission that the 
documentary material requested is relevant and material to inquiry. The ex- 
aminer certified this ruling to the Commission along with Chattanooga’s applica- 
tion for a subpoena duces tecum. 

We are of the opinion that the examiner’s ruling with respect to his lack of 
power or authority to issue the requested subpoena under these circumstances 
is correct. The plain language of the Natural Gas Act requires that we first 
make a finding that the requested books, records and other documents are 
relevant or material to the inquiry. 

Applicant has presented supplemental evidence relating to the points set 
forth in the Commission’s order reopening the proceeding. It appears to us 
that the requested books, records, and other documents, are not material and 
relevant to the final determination to those issues. 






































The Commission finds: 





(1) The ruling of the presiding examiner should be affirmed. 

(2) In view of the foregoing, the application for a subpoena duces tecum 
requiring East Tennessee to make certain books, records and other documents 
available has not been shown to be relevant and material to the issues involved 
in the proceeding, and therefore, should be denied. 


The Commission orders: 


(A) The ruling of the presiding examiner is hereby affirmed. 
(B) The application of Chattanooga Gas Company for a subpoena duces 
tecum is denied. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 













COLUMBIAN FUEL CORPORATION, DOCKET NO. G-—20578 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDING 


(Issued April 26, 1960) * 





On December 10, 1959, Columbian Fuel Corporation (Columbian Fuel) sub- 
mitted a renegotiated contract (Rate Schedule No. 34) providing for a rate of 
12.0¢* per Mcf and superseding five of its rate schedules (Nos. 5, 11, 12, 13, and 
*Order reopening proceeding, staying order, granting intervention, and fixing hearing, 


issued June 30, 1960, infra p. 915. 
214.65 psia. 
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14) under which the June 7, 1954 rates were 12.0¢ per Mcf* but under which the 
contract specified rates ranged from 8.0¢ to 10.0¢ per Mcf. The rate schedule 
provides for the jurisdictional sales of natural gas to Colorado Interstate Gas 
Company (Colorado Interstate) from the Hugoton Field, Grant, Haskell and 
Kearney Counties, Kansas. 

By order issued December 31, 1959, the Commission suspended Columbian’s 
FPC Gas Rate Schedule No. 34 until June 4, 1960, in view of the Supreme 
Courts’ decision in Cities Service Gas Co. v. State Corporation Commission of 
Kansas, 355 U.S. 394, which vacated a judgment of the Supreme Court of 
Kansas, with the effect of invalidating the Kansas minimum price law. 

On February 29, 1960, Columbian Fuel tendered an Offer of Settlement pur- 
suant to Section 1.18(e) of the Commission’s Rules of Practice and Procedure. 
In its offer, Columbian Fuel proposes that the suspension-proceeding in Docket 
No. G—20578 be terminated, that a settlement rate of 11.0¢ per Mcf be effective 
until January 1, 1963, and agrees to waive its right to file for a contractually due 
periodic increase to 12.5¢ per Mcf on June 1, 1960. 

In support of its Offer of Settlement, Columbian lists benefits to be gained 
by both parties to the superseding contract reciting that the main benefit to 
the buyer would be revision of the stringent take or pay revision. Columbian 
also refers to the price level data presented in its motion to terminate, filed 
January 26, 1960, (which was denied by order issued February 25, 1960) to 
show that 11.0¢ per Mcf rate is below the present price level in the area. 

In its motion Columbian also repeats the statement made in its motion of 
January 26, 1960, that all disputes regarding any amount due Colorado Inter- 
state by reason of the invalidation of the Kansas minimum price order have 
been finally resolved upon the mutually agreed upon basis satisfactory to Colo- 
rado Interstate and no uncertainties or claims for the amount due or arising 
therefrom for any prior period now exists. Columbian and Colorado Inter- 
state have not submitted any other information relative to this alleged 
settlement. 

Columbian does not state whether Colorado Interstate, the purchaser herein, 
has concurred in this Offer of Settlement. There are no intervenors in this 
proceeding. 

In our judgment, settlement of this case in accordance with the Offer of 
Settlement is desirable in the public interest and appropriate to carry out the 
provisions of the Natural Gas Act. Columbian is proposing a settlement rate 
of 11.0¢ per Mcf in contrast to the suspended contract rate of 12.0¢ per Mcf to 
be effective until January 21, 1963, and waiver of its rate to file for a contrac- 
tually due periodic increase of 12.5¢ per Mcf on June 1, 1960. 

The proposed Offer of Settlement would be beneficial to the public and advan- 
tageous to all concerned by relieving the Commission, the producers and Colo- 
rado Interstate, as well as customer companies of the time and expense which 
might be necessary to the conduct of a formal hearing in such a rate case as 
might arise in this matter. The resulting stability in gas costs would be wel- 
come to all segments of the natural-gas industry. Furthermore, freeing the 
Commission from the need of considering such proposed increases would enable 


2The Kansas Corporation Commission, December 3, 1953, set a minimum price of 11.0¢ 
per Mcf to take effect January 1, 1954, for sales of natural gas from the Hugoton Field. 
In compliance with such order, Colorado Interstate notified Columbian that it would pay 
the 12.0¢ per Mcf rate (1.0¢ above the 11.0¢ minimum) ; provided Columbian agreed, that 
in the event such order is invalidated, to refund the difference between the amounts paid 
by Colorado Interstate and the amounts that would have been legally payable to Colum- 
bian. Columbian accepted that agreement and the rate filed with the Commission as of 
June 7, 1954 was 12.0¢ per Mef. 
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it to concentrate its efforts on the other rate cases and other matters having 
possibly more serious consequence for the public and the consumer. 

However, it should be made clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Columbian and is without prejudice to any action the Commission may take 
concerning the invalidated Kansas minimum price order. 


The Commission finds: 


(1) The proposed settlement of this rate proceeding on the basis described 
herein, as contained in the Offer of Settlement filed by Columbian with the Com- 
mission on February 29, 1960 is in the public interest and appropriate to carry 
out the provisions of the Natural Gas Act and should be approved by the Com- 
mission and made effective as hereinafter ordered. 

(2) Good cause exists for permitting the settlement rate of 11.0¢ per Mcf 
to become effective as of the date of issuance of this order and for terminating 
the rate suspension proceeding in Docket No. G—20578, subject however, to the 
terms and conditions of the Offer of Settlement as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Columbian on February 29, 1960, is 
hereby accepted in accordance with the provisions of this order. 

(B) Columbia shall execute with Colorado Interstate an amendment to their 
renegotiated contract dated November 23, 1956, filed with the Commission as 
Columbian’s FPC Gas Rate Schedule No. 34, and within thirty days from the date 
of issuance of this order such executed amendatory agreement shall be sub- 
mitted by Columbian to the Commission providing for a price of 11.0¢ per Mcf 
to and including December 1, 1962, together with the sample billing statement of 
an estimated sales and billing for the first months of production under Rate 
Schedule No. 34, at the 11.0¢ per Mcf rate in sufficient detail to show the method 
of billing in prices used. 

(C) Acceptance of this offer is without prejudice to any findings or deter- 
minations that may be made in any proceeding now pending or hereinafter 
instituted by or against Columbian and is without prejudice to any action the 
Commission may take concerning the invalidated Kansas minimum price order. 

Commissioner Connole dissenting because of the lack of finding of justness 
and reasonableness. (Amarillo-Borger Express, Inc. v. United States, 138 F. 
Supp. 411). 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


J.C. MEANS, JR., ET AL., DOCKET NO. G—18914 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDING 


(Issued April 26, 1960) 


J. C. Means, Jr., et al., (Means) FPC Gas Rate Schedule No. 1, consists of a 
contract dated June 18, 1954, between Means and Texas Gas Corporation (Texas 
Gas) for the sale and purchase of natural gas ‘subject to the jurisdiction of 
the Commission and to be produced by Means from the North Port Neches Field, 
Orange County, Texas (Railroad Commission District No.3). On June 15, 1959, 
Means tendered Supplement No. 2 to the above-identified gas rate schedule 
proposing an increase in rate and charge to 15.95016¢ per Mcf on the basis of a 
price redetermination provision of the contract. On July 9, 1959, the increase 
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thus proposed was suspended until December 16, 1959, by order of the Com- 
mission and made subject to a public hearing. 

On December 15, 1959, Means submitted an Offer of Settlement proposing that 
in consideration of a settlement rate of 15.0¢ per Mcf to be effective uncon- 
ditionally for the remaining life of the contract (until June 1974), Means 
would agree to eliminate from the contract all price escalation and redetermi- 
nation clauses having prospective application. 

By letter from the Secretary dated February 10, 1960, the Commission notified 
Means that the Offer of Settlement was denied without prejudice to further 
offers of settlement; that the gas sold under the contract in Means’ FPC Gas 
Rate Schedule No. 1 is not dehydrated ; that in consequence the buyer’s expense 
for dehydration would add 0.21931¢ per Mcf and render the gas noncomparable 
to dehydrated gas sold at 15.0¢ per Mcf. 

On March 2, 1960, Means submitted a second Offer of Settlement of the pro- 
ceeding herein, pursuant to Section 1.18(e) of the Commission’s Rules of Prac- 
tice and Procedure, whereby he proposes a rate of 14.78069¢ per Mcf as compared 
with his prior offer of 15.0¢ per Mcf. 

Appendix “E” of this offer contains a copy of an agreement by Texas Gas to 
execute amendments to the basic contract in such a manmer as to eliminate all 
price redetermination and all fixed price escalation clauses and to change the 
pricing provision in accordance with the instant Offer of Settlement. 

In support of its offer Means states, inter alia, that: The price redetermination 
provisions of the contract were valuable considerations required by the seller for 
the long-term commitment of its gas reserves; they protected the seller against 
inflation and also against increased valuation of the gas during the 20-year 
term of the contract; The contract was arrived at by arm’s-length bargaining. 

In further support of its offer, Means states that the Commission has accepted 
rates of 14.1344¢ without suspension, aceepted increased rates of 14.6¢ in settle- 
ment of proceedings for sales to Texas Eastern and Tennessee Gas, and that the 
15-cent rate per Mef first proposed by Means was less than the market value of 
the gas here involved as evinced by the Commission’s action in certificating 
higher rates in the same area. 

Texas Gas concurring in the offer of settlement, has agreed, in the event the 
offer is accepted by the Commission, to make the necessary contract changes or 
amendments provided for in the offer. None of Texas Gas’ customers have peti- 
tioned to intervene in these proceedings or indicated to the Commission opposi- 
tion to the offer of settlement. 

In our judgment, settlement of this case in accordance with the offer of settle- 
ment is desirable in the public interest and appropriate to carry out the provi- 
sions of the Natural Gas Act. Means is proposing to eliminate all price 
escalation and redetermination clauses in his contract with Texas Gas involved 
herein, to waive all his future rights and benefits thereunder, to file a supple- 
ment cancelling supplement No. 2 and reducing the rate therein proposed by 
substitution of 14.78069¢ per Mcf as the rate to be made effective instead of 
15.95016¢ per Mcf. 

The proposed offer of settlement would be beneficial to the public and ad- 
vantageous to all concerned, by relieving the Commission, the producers, and 
Texas Gas, as well as customer companies of the time and expense which might 
be necessary to the conduct of a formal hearing in such a rate case as might 
otherwise arise. The resulting stability in gas costs would be welcome to all 
segments of the natural-gas industry. Moreover, freeing the Commission from 
the further need of considering such a proposed increase would enable us to 
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concentrate our efforts on other rate cases and other matters having possibly 
more serious consequences for the public and the consumer. 
































The Commission further finds: 


The proposed settlement of this rate proceeding on the basis described herein 
and as also set forth in Means’ Offer of Settlement filed with the Commission on 
March 2, 1960, including Appendix “E”’, together with incorporations by reference 
of parts of Means’ prior offer filed December 15, 1959, is in the public interest, 
appropriate to carrying out the provisions of the Natural Gas Act and should 
be approved by the Commission as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed with the Commission by Means on March 
2, 1960, is hereby accepted in accordance with the provisions of this order. 

(B) By executing amendments to his Gas Purchase Contract with Texas Gas, 
dated June 18, 1954, and filed as his FPC Gas Rate Schedule No. 1, Means shall 
eliminate all price redetermination and all fixed escalation provisions there- 
from and provide for a price of 14.78069¢ per Mcf. 

(C) Means shall within 30 days from the date of issuance of this order, file 
with the Commission as a supplement to his FPC Gas Rate Schedule No. 1, 
under part 154 of the Commission’s Regulations under the Natural Gas Act, 
the executed agreement with Texas Gas required by paragraph (B) above, to- 
gether with a request for cancellation of the extant Supplement No. 2 to said 
rate schedule. 

(D) The increased rate proposed in Means’ Offer of Settlement filed March 
2, 1960, is hereby permitted to become effective as of the date of this order, and 
the proceeding in Docket No. G—18914 is hereby terminated: Provided however, 
that Means make a satisfactory filing in accordance with paragraph (C) above. 

(E) The acceptance of this order is without prejudice to any findings or 
determinations that may be made in any proceedings which are presently being 
heard, or in any other proceeding now pending or hereinafter instituted by or 
against Means. 

Commissioner Connole dissenting because of the lack of finding of justness and 
reasonableness. (Amarillo-Borger Ezpress, Inc. v. United States, 188 F. Supp. 
411) 







Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and William R. Connole. 
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MOBIL OIL COMPANY, INC. (OPERATOR), ET AL., DOCKET 
NO. RI60-178 


ORDER DENYING APPLICATION FOR REHEARING 


(Issued April 26, 1960) 


Socony Mobil Oil Company, Inc. (Operator), et al. (Socony Mobil) tendered 
for filing on February 8, 1960, a proposed increased rate for the sale of natural 
gas to Northern Natural Gas Company (Northern) from the Hugoton Field, 
Kansas. By order of the Commission issued March 9, 1960, such proposed in- 
ereased rate was designated as Supplement No. 4 to Socony Mobil’s FPC Gas 
Rate Schedule No. 32, and was suspended until January 10, 1961, “or until 
a date five months from such time as Cities Service’s rate suspended in Docket 
No. R1I60-168 becomes effective.” 

On April 1, 1960, Socony Mobil filed an application for rehearing of the here- 
inabove order of the Commission issued March 9, 1960. Socony Mobil contends 
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in its application for rehearing that the Commission by such order has sus- 
pended Supplement No. 4 to Socony Mobil’s FPC Gas Rate Schedule No. 32 for 
a period longer than five months beyond the time when it would otherwise go 
in effect, contrary to the provisions of Section 4(e) of the Natural Gas Act. 
This contention of Socony Mobil is without foundation in fact or in law. The 
following facts clearly show that the Commission’s order issued March 9, 1960, 
is in consonance with the provisions of Section 4(e) of the Natural Gas Act. 
Socony Mobil states in its said application that the proposed increased rate 
is an arbitrated price and that it is in accordance with the provisions of an 
arbitrated decision and award dated January 22, 1960, and Section 1(b) of 
Article II of the Gas Purchase Contract dated November 1, 1950, between 
Socony Mobil and Northern (Socony Mobil’s FPC Gas Rate Schedule No. 32). 


The pertinent provision contained in the said gas purchase contract reads as 
follows: 


* * * the price to be paid Seller under this paragraph (b) shall be equal to 
the price paid by Northern to the “Seller” of gas pursuant to the provisions of 
paragraph (b) of Section 1 of Article II of that certain Gas Purchase Con- 
tract dated October 1, 1950, * * * [Emphasis added.] 


The October 1, 1950 contract referred to in the hereinabove provision, contained 
_ in Socony Mobil’s FPC Gas Rate Schedule No. 32, is a Gas Purchase Contract 
' between Northern and Cities Service Oil Company, et al., and is on file with 
the Commission as Cities Service’s FPC Gas Rate Schedule No. 72, among 
others. Accordingly, it follows that, under Section 1(b) of Article II of So- 
cony Mobil’s Gas Purchase Contract with Northern, any increased rate proposed 
by Socony Mobil is to be equal to the price that Northern is to pay the “Seller” 


of gas under a certain Gas Purchase Contract, dated October 1, 1950. 

Cities Service under its FPC Gas Rate Schedule No. 72, and pursuant to the 
arbitrated decision and award, dated January 22, 1960, and referred to by 
Socony Mobil in its application for rehearing, filed for an increased rate which 
was designated as Supplement No. 7 to Cities Service’s FPC Gas Rate Schedule 
No. 72 and by order of the Commission issued February 24, 1960, in Docket No. 
RI60-168, was suspended until August 10, 1960, or until such further time as 
it is made effective in the manner prescribed by the Natural Gas Act. This was 
the earliest filed rate increase to 15.3¢ per Mcf by producer’s signatory to the 
said Gas Purchase Contract dated October 1, 1950. 

The increased rate filing which is at issue in this proceeding was suspended 
until January 10, 1961, “or until a date 5 months from such time as Cities 
Service’s rate suspended in Docket No. RI60-168 becomes effective’, by order 
of the Commission issued herein on March 9, 1960. 

Therefore, in accordance with the provisions of Section 1(b) of Article II 
of Socony Mobil’s FPC Gas Rate Schedule No. 32, the date that Supplement 
No. 7 to Cities Service’s FPC Gas Rate Schedule No. 72 becomes effective, i.e., 
August 10, 1960, is the date when Socony Mobil will be entitled to a “price 
equal to” the price that Northern will be paying Cities Service. In view of 
the foregoing, the filing tendered herein on February 8, 1960, by Socony Mobil 
was premature under Section 154.94 of the Commission’s Regulations under 
the Natural Gas Act, and could have been rejected at that time by the Com- 
mission. However, the Commission waived the filing requirement of not more 
than 90 days to avoid having Socony Mobil make a subsequent filing. This 


1 Socony Mobil is one of the signatory parties to the October 1, 1950 contract but the 
Commission’s record shows such contract has not been filed as a rate schedule by Socony 
Mobil. Socony’s interest is covered by the operator’s rate schedule. 
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action of the Commission in waiving the requirements of the Regulations under 
the Natural Gas Act is not to be interpreted as an extension of the suspension 
period of five months: as provided in Section 4(e) of the Natural Gas Act. 
Actually the order of the Commission issued herein on March 9, 1960 explicitly 
suspends Socony’s Mobil’s proposed increased rate for five months from the 
expiration of the said Cities Service’s suspension period or until such further 
time thereafter as Cities Service’s proposed increased rate suspended in Docket 
No. RI60—168 may be made effective. 


The Commission finds: 

The application for rehearing filed April 1, 1960, should be denied since 
Socony Mobil Oil Company, Inc. (Operator), et al., has set forth no new facts 
or principles of law which were either not fully considered by the Commission 
when it issued its order of March 9, 1960, or which now having been considered 
warrant any change in or modification of said order. 
The Commission orders: 


Socony Mobil Oil Company, Inc. (Operator), et al.’s application for rehearing, 
filed herein on April 1, 1960, is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 












CITIES SERVICE GAS COMPANY, DOCKET NO. G-2569; SIGNAL OIL 
& GAS COMPANY, DOCKET NO. G—2570; SIGNAL OIL & GAS COMPANY 
(OPERATOR), DOCKET NOS. G-14051, G-14188, AND G-14189. 


ORDER LIFTING PRICE CONDITION, RELIEVING RESPONDENT FROM OBLIGATION TO 
REFUND, CONTINUING INCREASED RATES IN EFFECT, AND TERMINATING PROCEEDINGS 


(Issued April 27, 1960) 


On November 28, 1955, we issued our Opinion No. 288 (14 FPC 134) in 
Docket Nos. G-—2569 and G—2570 wherein we granted a certificate of public 
convenience and necessity to Cities Service Gas Company (Cities Service) 
and Signal Oil and Gas Company (Signal) “* * * upon the express condi- 
tion and requirement that Signal file a rate schedule with the Commission * * * 
providing for a rate of ten (10) cents per Mcf in lieu of its proposed rate of 
12 cents per Mcf for natural gas delivered and sold Cities Service from the 
Fox Gasoline Plant * * *” (14 FPC at 150). The necessity and reason for 
conditioning the certificate at the 10.0¢ per Mcf rate was the fact that this 
rate was the prevailing rate in the area for comparable gas at that time. 

On November 29, 1957, Signal Oil and Gas Company (Operator) (Signal) 
tendered for filing a proposed increased rate of 1.0¢ per Mcf from 10.0¢ to 
11.0¢ per Mcf for sales of gas sold to Cities Service from the Fox Gasoline 
Plant, Carter County, Oklahoma, which was designated as Supplement No. 3 
to Signal’s FPC Gas Rate Schedule No. 1. The aforesaid Supplement No. 3 
was based on changed conditions since the rate of 10.0¢ per Mcf was estab- 
lished by a certificate condition in Docket No. G—2570 to preserve the status quo 






















2In Docket No. G—-14188, the Respondent was formerly Sokla Gasoline Company (Op- 
erator), et al., and in Docket No. G—14189, the Respondent was formerly Sokla Gasoline 
Company. 
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in South Central Oklahoma and was suspended by our order issued Decem- 
ber 24, 1957, in Docket No. G—14051, until May 30, 1958, and until such further 
time as it is made effective in the manner prescribed by the Natural Gas Act. 
Pursuant to an appropriate motion filed by Signal and our order issued July 15, 
1958, the increased rate was made effective as of May 30, 1958, subject to refund. 

By orders issued January 14, 1958 in Docket Nos. G—14188 and G-—14189, we 
suspended proposed periodic increased rates tendered by Sokla Gasoline Com- 
pany (Operator), et al. (Sokla) and Sokla Gasoline Company (Sokla) for 
gas sold to Lone Star Gas Company (Lone Star) and Cities Service, respec- 
tively, from its gasoline plant in Fox Field, Carter County, Oklahoma, until 
June 16, 1958, and until such further time as they are made effective in the 
manner prescribed by the Natural Gas Act. The proposed periodic increased 
rates were from 10.0¢ to 11.0¢ per Mecf., were contained in filings made by 
Sokla, and which filings were designated as Supplement No. 2 to Sokla’s FPC 
Gas Rate Schedule No. 1 and Supplement No. 1 to Sokla’s FPC Gas Rate 
Schedule No. 2, respectively. Pursuant to appropriate motions filed by Sokla 
and orders of the Commission issued August 4, 1958, the increased rate in 
Docket No. G—14188 was made effective as of June 16, 1958, subject to refund, 
and, in Docket No. G—14189, the increased rate was made effective as of June 
17, 1958, subject to refund. 

On October 1, 1958, Signal acquired the assets of Sokla in a gasoline process- 
ing plant and succeeded to Sokla’s rate schedules. By order issued February 
18, 1959, in Docket Nos. G—-14188 and G—14189, Signal was substituted for Sokla 
as Respondent, and its agreement and undertaking was accepted for filing in 
the aforesaid proceedings. On November 4, 1959, we approved the abandonment 
by Signal of gas sales to Lone Star and Cities Service from Sokla’s former 
gas processing plant and approved the processing and sale of such gas under 
Signal’s FPC Gas Rate Schedule No. 1 to Cities Service only. Sokla’s former 
rate schedules were cancelled. 

On February 2, 1960, Signal filed a motion in Docket Nos. G—14051, G—1418s, 
and G—14189 requesting the Commission to allow the increased rates to remain 
in effect without obligation to refund, to discharge Signal from its obligations 
to refund under its corporate undertakings filed in said proceedings, and to 
terminate the proceedings in Docket Nos. G—14051, G—14188, and G—14189. 

In support of its motion, Signal cites several instances where other producers 
in the same area tendered similar rate increases that were accepted for filing 
without suspension and several suspensions of rate increases to 11.0¢ per Mcf 
that were terminated and the rates allowed to go into effect without being subject 
to refund. In addition, Signal states that the Commission has unintentionally 
discriminated against it since its increased rate was suspended while similar 
rate increases to other producers selling in the same area were allowed. 

There are no interveners in Docket Nos. G—14051, G—14188, and G—14189 and 
no other person has protested the motion filed by Signal. 

In view of the fact that conditions have changed in the South Central Okla- 
homa area since the issuance of Opinion No. 288, it appears that the rate condi- 
tion contained in the aforesaid opinion should be lifted. 

Upon consideration of the matters presented by Signal in support of its 
motion to terminate suspension proceedings and consistent with our action in 
terminating suspension proceedings of other producers under similar circum- 
stances, it appears that the increased rates set forth in the aforementioned 
supplements should be continued in effect without obligation to refund and 
that Signal should be discharged from its obligations under its undertakings 
filed in Docket Nos. G—14051, G-14188, and G-14189 to refund excess charges. 
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The Commission finds: 


(1) Good cause exists for lifting the price condition contained in paragraph 
(D) of Opinion No. 288 (14 FPC 134, 150) issued in Docket Nos. G-2569 and 
G-2570. 

(2) Good cause exists for permitting the rates contained in the aforemen- 
tioned supplements to continue in effect without obligation to refund, and for 
discharging Signal from its existing obligation to refund excess charges under 
the aforesaid supplements. 

(3) The proceedings in Docket Nos. G—14051, G-14188, and G-14189 should 
be terminated. 


The Commission orders: 


(A) Paragraph (D) contained in Opinion No. 288, 14 FPC 134, 150 is hereby 
deleted; however, in all other respects, the aforesaid Opinion No. 288 shall 
remain in full force and effect. 

(B) The rates and charges set forth in Supplement No. 3 to Signal’s FPC 
Gas Rate Schedule No. 1 is hereby allowed to remain in effect as of the date 
it became effective subject to refund without obligation to refund, and Signal 
is hereby discharged from its existing obligations under the agreements and 
undertakings filed in Docket Nos. G—14051, G-14188, and G-—14189 to refund 
excess charges under the supplements filed therein. 

(C) The proceedings in Docket Nos. G-14051, G—14188, and G-—14189 are 
hereby terminated. 

(D) This order shall not be construed as constituting approval of any rate, 
charge, classification, or any rule, regulation or practice affecting such rate 
or service contained in the filings made by Signal in these proceedings. 

(E) This order is without prejudice to any findings or orders which have 
been or may be made by the Commission in any proceeding now pending or 
hereafter instituted by or against Signal Oil and Gas Company. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


KANSAS-NEBRASKA NATURAL GAS COMPANY, INC. DOCKET 
NO. G-—20583 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 27, 1960) 


On December 28, 1959, Kansas-Nebraska Natural Gas Company, Inc. (Ap- 
plicant) filed in Docket No. G-20583 an application pursuant to Section 7(c) of 
the Natural Gas Act for a certificate of public convenience and necessity au- 
thorizing the construction and operation of field facilities to enable Applicant 
to take into its certificated pipeline system natural gas which will be purchased 
from producers thereof from time to time during the calendar year 1960, at a 
total cost not to exceed $1,500,000, with no single project to exceed a cost of 
$250,000, all as more fully set forth in the application. 

The purpose of this “budget-type”’ application is to augment Applicant’s 
ability to act with reasonable dispatch in contracting for and connecting to its 
pipeline system new supplies of natural gas in various producing areas generally 
coextensive with said system, 


Applicant proposes to finance the cost of the subject facilities from current 
working capital. 
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Pursuant to due notice, a public hearing was held on April 12, 1960, in Wash- 
ington, D.C., respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Kansas-Nebraska Natural Gas Company, Inc., a Kansas cor- 
poration having its principal place of business in Hastings, Nebraska, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of April 6, 1943, in Docket No. G-259 
(3 FPC 966). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are proposed to be used in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1960 as proposed by Applicant, are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1961, a 
statement under oath showing, by projects: (a) names of fields connected, (b) 
estimates of gas supplies attached, (c) a description of the project or projects 
constructed pursuant to the authorization granted hereinafter, (d) the location 
of said project or projects, (e) the costs of the facilities so constructed, and (f) 
the names of the independent producers involved, together with the respective 
dates of the gas sales contracts and the docket numbers of the related producer 
certificate applications. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the calendar year 1960, and the total expenditures for facilities author- 
ized to be constructed hereunder should be limited to $1,500,000, with no single 
project at any given location to exceed a cost of $250,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Kansas-Nebraska Natural Gas Company, Inc. to construct 
and operate the proposed facilities to take natural gas from producers thereof 
676-806—64——43 
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during the calendar year 1960, all as more fully described in the application in 
this proceeding, upon the terms and conditions of this order. 

(B) Applicant shall submit on or before March 1, 1961, a statement under 
oath showing, by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects that have been 
constructed pursuant to the authorization granted in paragraph (A) above, 
(d) the location of said project or projects, (e) the costs of the facilities so 
constructed, and (f) the names of the independent producers involved, together 
with the respective dates of the gas sales contracts and the docket numbers of 
the related producer certificate applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in pargaraph (A) above and to the exer- 
cise of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited to 
construction during the calendar year 1960, and the total expenditures for facili- 
ties to be constructed thereunder are hereby limited to $1,500,000, with no single 
project to exceed a cost of $250,000. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


TRUNKLIND GAS COMPANY, DOCKET NO. CP60-3 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 28, 1960) 


On January 7, 1960, Trunkline Gas Company (Applicant) filed in Docket No. 
CP60-3 an application pursuant to Section 7(c) of the Natural Gas Act for a 
certificate of public convenience and necessity authorizing the construction and 
operation of field facilities to enable Applicant to take into its certificated main 
pipeline system natural gas which will be purchased from producers thereof 
from time to time during the calendar year 1960 at an estimated total cost of 
not to exceed $1,500,000, with no single project to exceed a cost of $400,000, all 
as more fully set forth in the application. 

The purpose of this “budget-type” proposal is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting to its existing 
pipeline system new supplies of natural gas in various producing areas generally 
coextensive with said system. 

Applicant proposes to finance the subject facilities from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 14, 1960, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30(c)(1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Trunkline Gas Company, a Delaware corporation having princi- 
pal place of business in Houston, Texas, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 29, 1949, in Docket No. G-882 (8 FPC 250}. 
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(2) The facilities hereinbefore described, as more fully described in the appli- 
cation in this proceeding, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Applicant are subject to the require 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1960 as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1961, a 
statement under oath showing, by projects: (a) names of fields connected, (b) 
estimate of gas supplies attached, (c) a description of the project or projects 
constructed pursuant to the authorization granted hereinafter, (d) the location 
of said project or projects, (e) the costs of the facilities so constructed, and (f) 
the names of the independent producers involved, together with the respective 
dates of the gas sales contracts and the docket numbers of the related producer 
certificate applications. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
attach to the certificate hereinafter issued to Applicant and to the exercise of 
the rights granted thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the calendar year 1960, and the total expenditures for facilities author- 
ized to be constructed hereunder should be limited to $1,500,000, with no single 
project to exceed a cost of $400,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.80(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Trunkline Gas Company to construct and operate the proposed 
facilities to take natural gas from producers thereof during the calendar year 
1960, all as more fully described in the application in this proceeding, upon the 
terms and conditions of this order. 

(B) Applicant shall submit, on or before March 1, 1961, a statement under 
oath showing, by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects constructed pur- 
suant to the authorization granted in paragraph (A) above, (d) the location of 
said project or projects, (e) the costs of the facilities so constructed, and (f) 
the names of the independent producers involved, together with the respective 
dates of the gas sales contracts and the docket numbers of the related producer 
certificate applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the exercise 
of the rights granted thereunder. 
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(D) The authorization granted in paragraph (A) above is hereby limited 
to construction during the calendar year 1960, and the total expenditures for 
facilities to be constructed thereunder are hereby limited to $1,500,000, with 
no single project to exceed a cost of $400,000. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, DOCKET NO. E-6932 
ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued April 29, 1960) 


California Electric Power Company (Applicant), incorporated under the laws 
of the State of Delaware and doing business in the States of California, Nevada 
and Arizona, with its principal business office at San Bernardino, California, 
filed an application on March 28, 1960, as amended April 4, 1960 and April 14, 
1960, for an order, pursuant to Section 204 of the Federal Power Act, authorizing 
the issuance of $12,000,000, principal amount of First Mortgage Bonds, Series 
due 1990, to be sold at competitive bidding. 

Applicant proposes to issue the Bonds under a Mortgage Indenture dated 
October 1, 1943, between the Applicant and The First National Bank of Denver 
(successor to The International Trust Company) and Elmer W. Johnson, as 
Trustees, and indentures supplemental thereto and amendatory thereof, includ- 
ing an Eleventh Supplemental Indenture dated as of May 1, 1960. 

On or about May 4, 1960, Applicant proposes to publicly invite sealed, written 
bids for the purchase of the Bonds. Each bid shall specify the annual interest 
rate which shall be a multiple of 4% of 1%, and shall specify the price (exclu- 
sive of accrued interest) which shall not be less than 99% of the principal 
amount of the Bonds. 

Unless postponed, all bids for the proposed issuance of Bonds must be received 
by the Applicant at the offices of Messrs. O’Melveny & Myers, Room 900, 433 
South Spring Street, Los Angeles 13, California, at or before 9:00 a.m., Cali- 
fornia Time, on May 12, 1960, and must be accompanied by deposits of $600,000. 
Applicant, unless it shall reject all bids or exclude a bid or bids for reasons 
specified in the invitation, will accept the bid which provides for the lowest annual 
cost of money. 

Applicant will utilize the proceeds of approximately $12,000,000, to be obtained 
from the proposed issuance of Bonds for repayment of an estimated $9,500,000 
of Promissory Notes, which Applicant has already issued or will have issued 
prior to completing the contemplated issuance of Bonds, and the balance of 
the proceeds will be used for payment of construction work. The Commission, 
in an order issued on October 30, 1959 (Docket No. E-6901), authorized Applicant 
to issue up to $15,000,000 Promissory Notes to be utilized for expenditures for 
additions, betterments and improvement to Applicant’s properties used in and 
devoted to the conduct of Applicant’s public utility business. According to the 
application, Applicant’s electric construction expenditures in 1959 were approxi- 
mately $10,926,000. These included $7,981,000 for additions and betterments 
to meet growth in business, $1,224,000 for completion of the first unit at the 
Yuma Axis Steam Plant near Yuma, Arizona and $1,721,000 toward the first 
unit of 62,000 kilowatts at the Cool Water Steam Plant being erected near 
Barstow, California. 
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It is estimated by Applicant that Applicant’s 1960 construction program will 
require the cash expenditure of approximately $20,215,000 and that Applicant’s 
1961 construction progam will require expenditures of approximately $17,- 
075,000. The chief items included in the afore-mentioned amounts consist of: 
$1,313,000 for general construction, $9,490,000 for new transmission and distribu- 
tion lines and substations, and $9,412,000 for construction of the first unit at 
the Cool Water Steam Plant, in 1960; $1,129,000 for the completion of the first 
unit at the Cool Water Steam Plant, $2,520,000 toward the construction of a 
second unit at that plant, $12,230,000 for new transmission and distribution 
lines and substations, and $1,196,000 for general construction, in 1961. The 
Applicant expects to obtain the additional funds required for its 1960-61 con- 
struction program from internal sources, short-term bank loans and the sale 
of additional securities when and as required. 

Written notice of the application has been given to the Arizona Corporation 
Commission, the California Public Utilities Commission, and the Nevada Public 
Service Commission, and to the Governor of each of those States. Notice of the 
application was also given by publication in the Federal Register on April 15, 
1960 (25 F.R. 3290) stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest 
on or before April 25, 1960, with the Federal Power Commission, Washington 
25, D.C. No protest or petition or request to be heard in opposition to the 
granting of the application has been received. 

The Public Utilities Commission of the State of California, by order dated 
April 19, 1960, authorized Applicant to issue and sell $12,000,000 principal amount 
of First Mortgage Bonds in the manner and for the purposes indicated in the 
recital above. 

The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, 
as heretofore described and set forth in the Commission’s order issued August 
30, 1957, California Electric Power Company, Docket No. B-6770 (18 FPC 239). 

(2) The proposed issuance of Bonds, as described above, will constitute an 
issuance of securities within the purview of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of which 
the security issue here involved is regulated by a State commission within the 
meaning of Section 204(f) of the Act; and the proposed issuance of securities, 


therefore, is not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 


(4) The proposed issuance of Bonds, as hereinafter authorized, will be for 
a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by Applicant of service as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(5) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Bonds, upon the terms and conditions and for 
the purposes specified in the application, as described above, is authorized sub- 
ject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2(k) (3) of the Commission’s Regulations under the Federal Power 
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Act relating to compliance with competitive bidding requirements and Section 
34.2(k) (4) of those Regulations relating to affiliation, and shall have either 
filed such amendments or shall have mailed them and advised the Commission 
by telephone and telegram as contemplated by Section 34.9 of the Regulations. 

(ii) The Commission shall have approved the price to be received by Appli- 
cant for the Bonds and the interest rate thereof, by a further order. 

(C) The authorization contained herein to issue Bonds shall expire unless 
the transaction thus authorized is consummated within 90 days from the date 
of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
is now pending or may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 



























INTERSTATE POWER COMPANY, DOCKET NO. B-6931 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued April 29, 1960) 


Interstate Power Company (Applicant), a corporation organized under the 
laws of the State of Delaware and doing business in the States of Illinois, Iowa, 
Minnesota, and South Dakota, with its principal business office at Dubuque, Iowa, 
filed an application on March 22, 1960, as amended April 6, 1960, for authority 
pursuant to Section 204 of the Federal Power Act to issue unsecured Promissory 
Notes not to exceed $6,500,000, principal amount, outstanding at any one time. 
Of that amount, Applicant proposes to issue Notes from time to time up to and 
including December 31, 1960, concurrently and in equal amounts to The Chase 
Manhattan Bank and Manufacturers Trust Company pursuant to a credit agree- 
ment dated March 16, 1960, not exceeding $5,500,000 in total principal amount 
outstanding at any one time. Notes of $1,000,000 in total principal amount are 
to be issued concurrently to various other banks pursuant to a credit agreement 
dated March 14, 1960, as follows: 


Amount of 

Banks Commitments 
The First National Bank of Albert Lea... ncn nn cnccnacunann $35, 000 
Freeborn National Bank of Albert Lea____-.-...--.----_--......-. 35, 000 
‘Ti City: National Weak Ol Cree ok San tise thiwwnndnaiés 115, 000 
CSTR I aii cis atta es eectncsclaah sedan 25, 000 
American Trust & Savings Bank, Dubuque, Iowa___-----_--------_ 295, 000 
The First National Bank, Dubuque, Iowa__-_-_--_--_-------..-.... 125, 000 
bes Hank 0 Pr OOO hk icg ttt mnnniccistdmaiann 100, 000 
The First National Bank of Mason City._-..--------------_-..--..- 125, 000 





United Home Bank & Trust Company, Mason City, Iowa_..----.--__ 145, 000 
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The proposed Notes to be issued to The Chase Manhattan Bank and Manu- 
facturers Trust Company are to be dated as of the dates of their respective 
deliveries and are to mature 360 days from the date of the first borrowing under 
the credit agreement or May 31, 1961, whichever date shall be earlier. The 
proposed Notes to be issued to the other above-listed banks are to be dated June 
10, 1960, and are to mature May 31, 1961. Each of the above Notes will bear 
interest at the prime commercial rate of interest of The Chase Manhattan Bank 
for unsecured borrowing prevailing three business days prior to the date of the 
particular Note or Notes concerned. Applicant may prepay any of the Notes 
without premium or penalty with proceeds other than additional bank borrowings. 
The application states that none of the Notes proposed to be issued will be resold 
to the general public and that no finder’s fee or other negotiation fee, commission, 
or remuneration will be paid in connection therewith to any third person. 

The credit of $5,500,000 made available to Applicant by The Chase Manhattan 
Bank and Manufacturers Trust Company ($2,750,000 by each) under the March 
16, 1960 agreement extends to and includes December 31, 1960. For this credit 
Applicant will pay a commitment fee equal to 44 of 1% per annum on the daily 
average of the unused portion thereof. Applicant has the right, by notice, to 
reduce or terminate its credit under the agreement. 

The proceeds from the Notes, together with funds generated internally, will 
be applied to the cost of Applicant’s 1960 construction program, estimated to be 
$10,306,700, as follows: 

Power plant additions 

Major transmission plant additions 

Other transmission additions 

TE e TRAE RC SERIO i aiicctsieccscinetssoaidecaintieniceitaieah ainda 3, 509, 200 
Gas and hot water heat 

Transportation and general plant 


$10, 306, 700 
Written notice of the application has been given to the Illinois Commerce Com- 
mission, the Iowa State Commerce Commission, the Minnesota Railroad and 
Warehouse Commission, the South Dakota Public Utilities Commission, and to 
the Governor of each of those States. Notice has also been given by publication 
in the Federal Register on April 8, 1960 (25 F.R. 3051), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before April 25, 1960, with the Federal Power 
Commission, Washington 25, D.C. No protest, petition, or request to be heard in 
opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued May 12, 
1959, In the Matter of Interstate Power Company, Docket No. E-6877, 21 FPC 
678. 

(2) The proposed issuance of Promissory Notes not exceeding $6,500,000 
in aggregate principal amount, all as described above, will constitute an issuance 
of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes not exceeding $6,500,000 in 
aggregate principal amount, all as described above, will be in excess of 5% of 
the par value of the other securities of Applicant, and, therefore, will not be 
exempt by virtne of Section 204 (e) from the requirements of Section 204 (a) of 
the Act. 
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(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State Commission 
within the meaning of Section 204 (f) of the Act, and the proposed issuance is, 
therefore, not exempt by virtue of that Section from the requirements of Section 
204 of the Act. 

(5) The proposed issuance of Promissory Notes is exempt from the competi- 
tive bidding requirements of Section 34.1a of the Commission’s Regulations 
under the Federal Power Act by reason of Paragraph 34.1la (a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance of service by Applicant as a public utility, and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commission orders: 


(A) The proposed issuance by Applicant of Promissory Notes not exceeding 
$6,500,000 in aggregate principal amount outstanding at any one time, upon 
the terms and conditions and for the purposes set forth in the application, all 
as described above, is hereby authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Notes to be issued pursuant hereto, being not later than May 31, 1961. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G-—19780 





ORDER DENYING ORAL ARGUMENT AND GRANTING MOTION FOR ORDER PRESCRIBING 
PROCEDURE UPON RESUMPTION OF HEARING 





(Issued April 29, 1960) 


On September 10, 1959, Panhandle Eastern Pipe Line Company (Panhandle) 
tendered for filing certain revised tariff sheets to its FPC Gas Tariff, Original 
Volume No. 1, which reflect an annual increase in its rates of $8,653,700, or 
8.0%, based on sales for the year ended May 31, 1959, as adjusted, over rates in 
effect subject to refund in Docket No. G—14755. 

By order issued October 23, 1959, the Commission, pursuant to Sections 4 
and 15 of the Natural Gas Act, suspended and deferred the use of the proposed 
tariff changes until March 26, 1960, and until such further time as they might 
be made effective in the manner prescribed by the Natural Gas Act. Upon 
motion filed by Panhandle, the Commission by order issued March 25, 1960, 
made effective the proposed tariff changes upon filing of undertaking to assure 
refund of excess charges. 

Hearing was commenced on January 5, 1960, and was recessed on January 8, 
1960, Panhandle having completed presentation of its case-in-chief. 
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On February 5, 1960, the Commission staff filed a motion for order prescrib- 
ing procedure upon resumption of hearing. On February 15, 1960, Panhandle 
filed its answer and objections to staff’s motion. Various interveners also 
filed answers to staff's motion. 

The Presiding Examiner by notice dated February 19, 1960, set March 14, 
1960, for resumption of the hearing to discuss staff’s motion and the various 
answers and objections filed by Panhandle and interveners. At the hearing on 
March 14, 1960, the staff made an extended statement in respect to its motion 
and related matters, and staff’s motion and objections thereto were discussed 
generally. Upon conclusion of the hearing held on March 14, 1960, it was 
recessed indefinitely. On March 18, 1960, the Presiding Examiner certified to 
the Commission for its disposition the motion filed by staff on February 5, 
1960. 

Pursuant to Section 1.31(d) (2) of the Commission’s Rules of Practice and 
Procedure, Panhandle on March 21, 1960, filed a motion for oral argument on 
staff’s motion and related matters. Various interveners likewise filed motions 
for oral argument. We do not believe that an oral argument on these matters 
would be of significant assistance. The staff’s motion of February 5, 1960, and 
the extensive statement made on the record in the hearing held March 14, 1960 
present its proposal and position in detail. The lengthy answers and objec- 
tions filed by Panhandle and various interveners also present their respective 
positions in detail. From the record and above filings, we have before us the 
various contentions with supporting statements requisite for our determination. 

The staff’s motion proposes the adoption of an interim order procedure. Pan- 
handle’s case-in-chief has been completed. Under the proposed procedure the 
cross-examination would be limited to the area of selected issues which staff 
believes can be disposed of expeditiously; staff would present immediately its 
direct case on the selected issues; the interveners would utilize the same proce- 
dures for the issues specified; and Panhandle would retain its right to cross- 
examine and to present rebuttal evidence as to those issues. 

Upon completion of this limited presentation, staff proposes to file its motion 
requesting waiver of the intermediate decision procedure in order to obtain, as 
soon as possible, the Commission’s ruling upon the selected issues. As soon as 
possible thereafter, staff proposes that it would move for commencement of a 
further hearing as to those issues not disposed of under the procedure to be 
applied above. These remaining issues are to be disposed of in the second 
phase of the proceeding after field investigation. 

The stated objectives of staff’s proposal are the disposition of certain issues 
as soon as possible after a proposed increased rate is filed and to lessen the 
amount of a proposed increased rate placed in effect subject to refund, upon 
the theory that some issues present in this proceeding can be disposed of expe- 
ditiously and without field investigation. The Commission staff having an 
extreme workload often is unable to complete its field investigation until some 
time after a proposed increased rate is placed in effect subject to refund. 

Staff states that a major advantage in adopting its so-called interim order 
procedure for this proceeding would be to reduce the amount of the proposed 
increased rate in effect subject to refund substantially prior to the time the fleld 
investigation and subsequent hearing and disposition as to all issues could be 
completed. The staff asserts that this would alleviate the situation wherein 
the respondent pipeline company, its purchasers, and the consumers suffer from 
the financial instability resulting from not knowing what portion, if any, of the 
proposed increased rate will be ordered to be refunded. 

Panhandle and various interveners have presented a number of objections to 
wtaff’s motion, including the argument that the interim order procedure is 
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not directed toward expediting the ultimate disposition of the proceeding in 
conformity with the principles enunciated in Commission Order No. 217, issued 
November 20, 1959, 22 FPC 872, providing, inter alia, for the use of conferences 
to delineate issues and to shorten time spent in hearing. As we understand 
the interim order procedure, however, it is compatible to the informal confer- 
ence procedure outlined in Order No. 217. Staff's proposal also may have a sig- 
nificant advantage in the possible reduction in the dollar amount of the proposed 
increased rates in effect subject to refund and the benefits resulting therefrom. 
Each of these procedures, in its own way, may assist in reducing the backlog of 
eases before this Commission. 

Furthermore, it is asserted that a decision on the first phase issues will 
constitute prejudgment of the remaining issues. However, we are unable to 
see wherein a decision on the issues we will prescribe herein would be determi- 
native of other possible remaining issues. 

It is also urged that until all issues are decided, no reduction in rate, tempo- 
rary or permanent, will be made. This remains to be seen. We will deal at this 
time only with a few issues, including the crucial rate of return. Of course, if 
the components of the rate base or other items making up a cost of service are 
not placed in issue until the second phase of the proposed procedure, they would 
be accepted arguendo and only for the purposes of the interim order until such 
components are disposed of finally by Commission order. 

Also, Panhandle maintains that staff’s motion should be denied because the 
two-phase procedure will double the briefing periods and the number of recesses 
to prepare for cross-examination and evidence. We cannot see where this would 
unduly burden the parties, for the time spent in preparation for hearing, in 
hearing, and in briefing will not be increased since, in a proceeding wherein 
the interim order procedure is not utilized, all issues must be prepared for pre- 
sentation in hearing. The time consumed in hearing under the two-phase pro- 
cedure should not be greater than the time consumed in a proceeding which has 
only one phase, and the same issues that are briefed in both phases of staff’s 
proposed procedure will need likewise to be briefed in a one-phase proceeding. 

Another objection made to staff’s motion is that the two phase proceeding 
will be unjust by reason of having appeals in progress while the remaining 
issues are in the process of disposition. First, this assumes that an appeal will 
be taken from an interim order of the Commission. Secondly, since the issues 
to be decided by interim order will be severable as to the whole, it is difficult 
to see wherein any party may be injured. 

An interim order procedure as proposed by staff’s motion is not unique to this 
Commission or other regulatory agencies. The Commission applied an interim 
order in Illinois Commerce Commission v. Natural Gas Pipeline Co. of America, 
et al., 2 F.P.C. 218 (1940), 120 F. 2d 625 (CAT, 1941), affirmed 315 U.S. 575. 
Courts have upheld other interim orders issued by this Commission. In particu- 
lar see Panhandle Eastern Pipe Line Co. v. F.P.C., 236 F. 2d 606 (CA3, 1956). 
See also State Corp. Commission of Kansas v. F.P.C., 206 F. 2d 690 (CAS8, 1953), 
certiorari denied 346 U.S. 922, rehrg. denied 347 U.S. 1022. For use of the 
interim order procedure by a state regulatory agency see Houston Chamber of 
Commerce v. Railroad Commission, PUR 1930B, 388 19 S.W.2d 583 (Court of 
Civil Appeals, Texas, 1929). The Interstate Commerce Commission in its ew 
parte rate increase proceedings utilizes procedures closely analogous to those 
proposed in staff’s motion, e.g., Ha Parte No. 175, 281 I.C.C. 557; Ea Parte No. 
168, 272 1.C.C. 695; Ea Parte No. 206, 299 I.C.C. 429. 

Panhandle and various interveners have presented objections to staff's motion 
other than those heretofore discussed. Upon consideration of these objections, 
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we find them to be neither persuasive nor sufficiently substantial to change our 
conclusion. 


The Commission finds: 

(1) For the reasons heretofore stated and as hereinafter ordered, it is in the 
public interest that the motion filed by Commission staff herein on February 5, 
1960, be granted. 

(2) For the reasons heretofore stated, the motions for oral argument on staff’s 
motion of February 5, 1960, should be denied. 


The Commission orders: 

(A) The motion for order prescribing procedure upon resumption of hearing 
filed by Commission staff on February 5, 1960, in the proceeding in Docket No. 
G—19780 is granted subject to the conditions hereinafter provided. 

(B) Upon resumption of the hearing as hereinafter ordered, evidence of the 
following issues set forth in staff’s motion of February 5, 1960, shall be pre 
sented and those issues shall be disposed of: Rate of return and related income 
tax allowances, working capital allowance, field price of produced gas as 
against the actual cost of production of company produced gas and a cost of 
service utilizing the allocation principles relied upon by the Commission in 
Opinion No. 269, as modified in City of Detroit v. F.P.C., 230 F. 2d 810, certiorari 
denied, 352 U.S. 829, 77 S Ct. 24, 1 L. Ed. 2d 48. 

(C) Commission staff shall, on or before May 4, 1960, serve upon all parties 
to this proceeding its proposed exhibits and testimony in respect to those 
issues listed in paragraph (B) hereof. 

(D) A public hearing in the proceeding in this docket shall be reconvened on 
May 23, 1960, at 10:00 a.m., (EDST), in a Hearing Room of the Federal Power 
Commission, 441 G Street NW., Washington, D.C., concerning the issues listed 
in paragraph (B) hereof. 

(BE) A public hearing in the proceeding in this docket on issues other than 
those disposed of pursuant to paragraphs (A), (B), (C), and (D) hereof, shall 
be commenced on January 24, 1961, at 10:00 a.m. (EST), in a Hearing Room 
of the Federal Power Commission, 441 G Street NW., Washington, D.C., except 
said hearings may be held upon a date earlier, if at such earlier date and 
upon proper notice, Commission staff is prepared to proceed. 

(F) The motions for oral argument on staff’s motion of February 5, 1960, 
are denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


PUBLIO UTILITY DISTRICT NO. 2 OF GRANT COUNTY, WASHINGTON, 
PROJECT NO. 2114 


ORDER PRESCRIBING PLAN FOR CONSERVATION OF FISHERY RESOURCES 
(Issued April 29, 1960) 


On November 12, 1959, Public Utility District No. 2 of Grant County, Washing- 
ton, licensee for major Project No. 2114—located on the Columbia River in 
Chelan, Douglas, Kittitas, Grant, Yakima, and Benton Counties, Washington— 
petitioned the Commission for an order approving an agreement entered into on 
November 2, 1959, between it and The State of Washington, Department of 
Game, which, by its terms, requires approval by the United States Fish and 
Wildlife Service and by the Federal Power Commission. 
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The agreement specifies the manner in which the licensee shall partially fulfill 
its responsibilities under Article 39 of the license for the project for the conserva- 
tion of the fishery resources of the Columbia River as affected by the project. 

Article 39 of the license for the project provides that the licensee will provide 
such fishery facilities as may be prescribed by the Commission upon recom- 
mendations of the Secretary of the Interior, the Washington State Departments 
of Fisheries and Game and the licensee. 

By letter dated December 1, 1959, the Commission snbmitted to the Secretary 
of the Interior a copy of the agreement for the approval of the United States 
Fish and Wildlife Service. An Assistant Secretary of the Interior by letter 
dated February 8, 1960, informed the Commission that “We have no objection to 
the substantive portions of the agreement.” ‘This statement has been interpreted 
by the Commission as approval of the agreement. 


The Commission finds: 


The inclusion in the license for Project No. 2114 of a condition as hereinafter 
provided is consistent with the public interest. 
The Commission orders: 

(A) The following condition, designated Article 53, is included in the license 
for Project No. 2114: 

Article 58. The Licensee shall abide by the terms of the agreement entered into 
on November 2, 1959, between Public Utility District No. 2 of Grant County, 
Washington, and The State of Washington, Department of Game, in partial 
fulfilment of the Licensee’s responsibilities and obligations for the conservation 
of fishery resources under Article 39 of this license. 

(B) This order shall become final 30 days from the date of its issuance unless 


application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this order. In acknowledgment of the acceptance of this order, 
it shall be signed for the licensee and returned to the Commission within 60 
days from the date of its issuance. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NOS. G—11294, G—13459, 
G-—16508, AND G—19657 


ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDINGS IN PART 


(Issued May 2, 1960) 


On March 31, 1960, Arkansas Louisiana Gas Company (ArkLa) tendered for 
filing (1) First Revised Sheets Nos. 50 and 51 to its FPC Gas Tariff, Original 
Volume No. 2, (2) Supplement No. 9 to its Rate Schedule XFS—2, proposing a 
rate of 14.6¢ per Mcf, (3) an Offer of Settlement pursuant to Section 1.18(e) 
of the Commission’s Rules of Practice and Procedure relating to jurisdictional 
field sales of natural gas to Texas Eastern Transmission Corporation (Texas 
Eastern) under Rate Schedule XFS-2 and (4) Second Revised Sheet No. 50 to 
its FPC Gas Tariff, Original Volume No. 2. 

ArkLa’s rate filings which are the subject of the offer of settlement relate to 
the present schedule of 0.2¢ per Mcf of annual escalation reflected in the 13.3¢, 
18.5¢, 13.7¢, and 13.9¢ per Mcf proposed by ArkLa in Supplements Nos. 5, 6, 
7, and 8 to its Rate Schedule XFS-2 and suspended in the above dockets, respec- 
tively. Supplement No. 8 has not been placed in effect subject to refund obli- 
gation (motion was duly filed) so that the rate of 13.7¢ per Mcf is the current 
base rate in effect subject to refund. 

In the aforementioned offer of settlement, ArkLa proposes that, in considera- 
tion for termination of the above listed suspension proceedings without obliga- 
tion to refund and the acceptance of the 14.6¢ per Mcf base rate to be effective 
as of the date of issuance of this order, without suspension, it will agree to 
eliminate from its contract with Texas Eastern dated July 23, 1947, as amended, 
the price schedules and favored nation provisions and substitute 1.0¢ per Mcf 
periodic escalation increases occurring on November 1, 1963, November 1, 1968, 
and November 1, 1973. In addition Texas Eastern will be relieved of the ob- 
ligation to reimburse taxes assessed prior to June 1, 1957, all as more fully set 
forth in Appendix A to the Offer of Settlement. 

In support of its offer of settlement ArkLa states that the favored nation pro- 
vision contained in this contract was an important element of consideration 
required by ArkLa for the long term commitment of its gas reserves to the per- 
formance of the contract. ArkLa further states that this element of considera- 
tion provided it with a means of protecting itself against inflation and increased 
valuation of gas during the more than twenty-year term of the contract and 
was included in the contract after arms-length negotiation. ArkLa states that it 
is now willing to give up the important advantage of its favored-nation pro- 
vision in the interest of settling these proceedings. 

In addition, ArkLa states that the price of 14.6¢ per Mcef, proposed in its 
Supplement No. 9 and offered as the base rate for purposes of this settlement 
is a reasonable and fair current price for the gas being produced and delivered 
under the contract herein involved that such price is far below the level of 
prices in contracts recently negotiated for gas being produced in the same area, 
and that gas is being purchased from fields in the near vicinity of that from 
which the gas sold under its contract is produced, under contracts which provide 
for a price in excess of that stated above. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, in 
the event the offer is accepted by the Commission, to make the necessary con- 
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tract changes or amendments provided for in the offer. None of Texas Eastern’s 
customers has intervened in these proceedings or indicated to the Commission 
any opposition to the Offer of Settlement. 

In our judgement, settlement of this proceeding in accordance with the Offer 
of Settlement is desirable in the public interest and appropriate to carry out 
the provisions of the Natural Gas Act. ArkLa is proposing to eliminate the 
favored-nation clause and related provisions from its contract with Texas East- 
ern involved herein, to waive all its future rights and benefits thereunder, and 
to substitute a schedule of three periodic escalations at 5-year intervals occur- 
ring in November 1963, November 1968 and November 1973 in lieu of the present 
schedule of annual escalations under the contract. 

The proposed Offer of Settlement would be beneficial to the public and ad- 
vantageous to all concerned, by relieving the Commission, ArkLa, Texas Eastern, 
as well as customer companies of the time and expense which might be necessary 
to the conduct of formal hearings in such rate cases as might otherwise arise 
under the favored-nation and related provisions of the contract. The resulting 
stability in gas costs would be welcome to all segments of the natural-gas industry. 
Furthermore, freeing the Commission from the need of considering such pro- 
posed increases would enable us to concentrate our efforts on other rate cases 
and other matters having possibly more serious consequence for the public and 
the consumer. 

However, we desire to make it clear that acceptance of this Offer of Settle- 
ment shall not be construed as approval of any future increased rates proposed 
by ArkLa under the fixed escalation provisions or otherwise. 


The Commission finds: 


(1) The proposed settlement of the above rate proceedings on the basis 
described herein, as more fully set forth in the Offer of Settlement filed by 
ArkLa with the Commission on March 31, 1960, is in the public interest and appro- 
priate to carry out the provisions of the Natural Gas Act and should be approved 
by the Commission and made effective as hereinafter ordered. 

(2) Good cause exists for allowing Supplement No. 8 to ArkLa’s Gas Rate 
Schedule No. XFS-2 to become effective as of April 1, 1960, as requested in the 
motion filed in Docket No. G-19657 on February 12, 1960, for terminating the 
rate suspension proceedings in Docket Nos. G—11294, G—13459, G-—16508 and 
G-19657 without obligation to refund, insofar as they relate to ArkLa’s FPC 
Gas Rate Schedule XFS-2; for accepting for filing Second Revised Sheet No. 
50 and First Revised Sheet No. 51 to ArkLa’s FPC Gas Tariff, Original Volume 
No. 2, and the 14.6¢ per Mcf base rate therein contained to become effective as 
of May 1, 1960, subject, however to the terms and conditions of the offer of settle- 
ment as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by ArkLa on March 31, 1960, hereby is 
accepted in accordance with the provisions of this order. 

(B) Supplement No. 8 to ArkLa’s FPC Rate Schedule No. XFS-2 hereby is 
permitted to become effective as of April 1, 1960, as requested in the motion 
filed in Docket No. G-19657 on February 12, 1960. 

(C) Second Revised Sheet No. 50 and First Revised Sheet No. 51 to ArkLa’s 
FPC Gas Tariff, Original Volume No. 2, and the base rate of 14.6¢ per Mcf 
therein contained, hereby are permitted to become effective as of May 1, 1960. 

(D) Docket Nos. G-—11294, G-13459, G-16508 and G—19657, insofar as they 
relate to ArkLa’s FPC Gas Rate No. XFS-2, hereby are terminated without 
obligation to refund, provided, however that to the extent that those dockets 
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relate to ArkLa’s FPC Gas Rate Schedule No. XFS-6, they shall remain in 
full force and effect. 

(E) The periodic escalations contained in the aforementioned Second Revised 
Sheet No. 50 and First Revised Sheet No. 51 shall not be made effective except 
in the manner provided by the Natural Gas Act and the Commission’s Regula- 
tions thereunder. 

(F) The acceptance of the offer of settlement herein is without prejudice to 
any findings or determinations that may be made in any proceeding now pending 
or hereinafter instituted by or against ArkLa. 

Commissioner Connole dissenting because of the lack of finding of justness 


and reasonableness. (Amarillo-Borger Eazpress, Inc. v. United States, 138 F. 
Supp. 411) 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


POWER AUTHORITY OF THE STATE OF NEW YORK, PROJECT NO. 2216 
ORDER APPROVING EXHIBITS 


(Issued May 3, 1960) 


Power Authority of the State of New York, licensee for Project No, 2216, 
filed with the Commission on March 2, 1959, Exhibit L drawings of the 
Tuscarora Pump-Power Plant to supersede comparable exhibits now part of the 
license. The exhibit L drawings are designated as follows: 

Erhibit L: Sheet 8 (FPC No. 2216-54) entitled “Tuscarora Pump-Power 
Plant”; and 


Evhibit L: Sheet 9 (FPC No. 2216-55) entitled “Tuscarora Pump-Power 
Plant.” 

On April 7, 1960 the licensee filed Exhibit J drawings showing general loca- 
tion of the principal project works of the Niagara Project, excepting those 
project works and appropriate project changes reserved for future construction 
pursuant to Article 32 of the license. The Exhibit J drawings are designated as 
follows: 

Evhibit J: Sheet 3 (FPC No. 2216-59) entitled “General Map, Transmission 
System”; and 

Evrhibit J: Sheet 4 (FPC No. 2216-60) entitled “General Map, Power Plant 
and Appurtenant Works.” 

The Secretary of the Army and the Chief of Engineers have approved the 
drawings, insofar as the interests of navigation are concerned, in accordance 
with Section 4(e) of the Federal Power Act. 

The Commission finds: 

The above-designated drawings conform to the Commission’s rules and regula- 
tions and should be approved as part of the license for Project No. 2216. 

The Commission orders: 

(A) The above-designated Exhibit L drawings (FPC Nos. 2216-54 and —55) 
are approved as part of the license for Project No. 2216, and the superseded 
Exhibit L drawings (FPC Nos, 2216-29 and -30) are eliminated from the 
license. 

(B) The above-designated Exhibit J drawings (FPC Nos. 2216-59 and -60) 
are approved as part of the license for Project No. 2216; provided, that this 
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order shall not be construed as reducing the boundaries of the project works as 
shown on Exhibit J (FPC No. 2216-32) approved by Commision order issued 
May 5, 1958 for Project No. 2216. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


ATLANTIC SEABOARD CORPORATION, DOCKET NO, G-18163 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 
(Issued May 4, 1960) 


Atlantic Seaboard Corporation (Applicant), a Delaware corporation with a 
principal office in Charleston, West Virginia, filed, in Docket No. G—18163, on 
March 26, 1959, an application, as supplemented on April 27, 1959, and amended 
June 12, 1959, for a certificate of public convenience and necessity authorizing 
the construction and operation of additional facilities in West Virginia, Virginia 
and Maryland to increase the capacity of its main 26-inch Cobb-Baltimore pipe- 
line. The proposed facilties are designed to enable Atlantic to meet the require- 
ments of its existing customers during the 1959-1960 winter season, particularly 
those serving Baltimore and Washington. The proposals are more fully described 
in the application, supplement and amendment on file with the Commission. 

Applicant proposes to construct and operate the following facilities: 

(1) Approximately 13.3 miles of 26-inch transmission loop segments, com- 
pleting the looping of Atlantic’s existing 26-inch system between its Cleveland 
and Seneca Compressor Stations, in the States of West Virginia and Virginia; 
and 6.5 miles of 26-inch loop line on the 26-inch system near Strasburg, Virginia. 

(2) Approximately 1.0 mile of 10-inch transmission pipeline extending from 
Atlantic’s existing 20-inch line near Dranesville, Fairfax County, Virginia, to 
a connection with the existing facilities of Transcontinental Gas Pipe Line 
Corporation. 

(3) A new 8,000 horsepower compressor station to be known as the Frame- 
town Compressor Station which is to be located on Applicant’s 26-inch trans- 
mission system in Braxton County, West Virginia. 

Applicant states it receives the major part of its gas supply from United Fuel 
Gas Company at its Boldman, Kentucky Compressor Station and the Cobb Com- 
pressor Station near Clendenin, West Virginia. It also purchases locally pro- 
duced gas in the Appalachian area from United Fuel and several other producers. 
Applicant also receives 15,000 Mcf per day of firm gas from Transcontinental 
Gas Pipe Line Corporation (Transco) at Rockville, Maryland and 25,000 Mcf 
per day of firm gas from Transco at Dranesville, Virginia. Temporary authori- 
zations for the construction and operation of proposed facilities were granted 
by the Commission on May 14, 1959 and October 28, 1959. 

Applicant’s 20-inch line extending from Boldman towards Baltimore is sup- 
plied entirely with local production in Kentucky and West Virginia. Its 26-inch 
system extending from Cobb to the Pennsylvania state line meets the 20-inch line 
in the Washington-Baltimore area. The 26-inch system is supplied mainly by 
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United Fuel at Cobb with Southwest gas. It also receives some local production 
from the Blackwater Anticline in Randolph County, West Virginia. Because 
of decreasing availability of the local supplies to the 20-inch Boldman-Baltimore 
line and decreasing volumes of local production available to the 26-inch Cobb- 
Baltimore line from Randolph County, pius the increasing requirements of its 
customers, Atlantic is proposing here a substantial increase in its capacity 
which will enable it to receive more Southwest gas from United Fuel at Cobb to 
replace the declining local supplies and also to meet its customers’ increased 
needs. 
Atlantic’s peak day requirements are estimated as follows: 


Mef 
1959-60 
Estimated 
"UU ene TNT NNO scenes miners cniessetrebsbo neal hao iepceaheagendnainaminiaid 734, 500 
iis dniciascipnivinsictialisinichciegll piaiiacuaanisiiabdiss aaa bmamEiOd 154, 200 
Company use and unaccounted for.................................- 14, 900 
Ia i sans grnteget sina negpeoncncibah diapered tam eats mace neiieaaagiaiaameaiaeaiiane ate 903, 600 


Applicant represents that its existing system, reflecting receipt of only the 
15,000 Mcf per day from Transco at Rockville could deliver 784,000 Mcf; and 
the 784,000 Mcf per day is about 120,000 Mcf short of the 903,600 Mcf of maxi- 
mum contract obligations on the 1959-1960 peak day. The proposed facilities 
are designed to enable Applicant to deliver the 903,600 Mcf per day with a total 
of 40,000 Mcf per day from Transco; the additional 25,000 Mcf per day from 
Transco having been authorized in Docket No. G—16603. 

Applicant estimates the total capital cost of its proposed project to be 
$5,572,700, which it proposes to finance through the issuance and sale to its 
parent company, The Columbia Gas System, Inc., of installment promissory 
notes and common stock. Applicant states that the Securities and Exchange 
Commission has authorized it to issue $700,000 in notes and $300,000 in common 
stock during 1959, and that it further contemplates issuing and selling an 
additional $7,900,000 in notes and $5,400,000 in stock to Columbia during 1959. 
Columbia has advised Applicant that it will provide the necessary financing. 
This financing will similarly require the approval of the Securities and Exchange 
Commission. 

Applicant’s gas supply is reasonably adequate to meet the increased 
requirements. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 20, 1960, respecting the matters involved in and the issues presented by 
the application filed herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation having its principal place of business 
in Charleston, West Virginia, is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are to be used in the transportation and sale of 
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natural gas in interstate commerce subject to the jurisdiction of the Commission, 
as integral parts of Applicant’s existing pipeline system, and the construction 
and operation thereof by Applicant are subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the issuance of the certificate hereinafter issued to Applicant 
and to the exercise of the rights granted thereunder, and that the time within 
which the construction of the facilities authorized by this order should be 
completed and placed in actual operation should be fixed at 6 months from the 
date on which this order issues. 

(5) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate the natural gas facilities 
hereinbefore described, all as more fully described in the application and exhibts, 
as supplemented, in this proceeding upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraph (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) above, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at 6 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


NEVADA NATURAL GAS PIPE LINE CO., DOCKET NO. G-13259 
ORDER APPROVING PROPOSED SETTLEMENT AND PRESCRIBING REFUNDS 
(Issued May 4, 1960) 

On March 18, 1960, Nevada Natural Gas Pipe Line Co. (Nevada Natural) 
filed a motion requesting approval of a settlement agreement with respect to 


this proceeding. The proposed settlement agreement, attached to the motion, 
has been executed by Nevada Natural and its jurisdictional customers. Nevada 
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Natural states that the proposed settlement agreement is a result of confer- 
ences with its jurisdictional customers and members of the Commission staff. 

Nevada Natural, on August 14, 1957, tendered for filing First Revised Sheet 
No. 4 to its FPC Gas Tariff, Original Volume No. 1, proposed to become effective 
on September 14, 1957, and proposing an increase in rates from 42.50 cents per 
Mcf to 50.50 cents per Mcf for sales subject to the jurisdiction of the Commis- 
sion. By order issued September 13, 1957, the Commission ordered a hearing 
concerning the lawfulness of the proposed increased rate and suspended its 
effectiveness until February 14, 1958, and until such further time as it might 
be made effective in the manner prescribed in the Natural Gas Act. By order 
issued March 27, 1958, as amended by order issued March 3, 1959, the increased 
rate was made effective as of February 14, 1958, subject to refund. 

Nevada Natural purchases its supply of natural gas from El Paso Natural 
Gas Company (El Paso), purchased gas cost representing in excess of 70% of its 
costs of service. Prior to Nevada Natural’s filing in this proceeding, El Paso 
tendered for filing increased rates for its sales which, after suspension, became 
effective subject to refund on January 1, 1958, in Docket No. G—12948. A 
further El Paso increase became effective, subject to refund, on August 1, 
1959, in Docket No. G—17929. The latter increase to Nevada Natural was 3.6 
cents per Mcf, from 30 cents per Mcf to 33.6 cents per Mcf. 

By the terms of the proposed settlement agreement Nevada Natural would 
make revised filings providing for a rate of 46.90 cents per Mcf for all sales to 
jurisdictional customers effective February 14, 1958, until August 1, 1959, and 
would, under the provisions of Article I,2 of such settlement agreement, refund 
the difference between the amounts actually collected during that period and the 
amounts payable under the rate of 46.90 cents per Mcf, plus interest at the rate 
of 6% per annum from the date of payment to Nevada Natural until refunded. 
Nevada Natural would also make a revised filing providing for a rate of 50.50 
cents per Mcf for all sales on and after August 1, 1959. For the purpose of 
carrying out the terms of the proposed settlement agreement Nevada Natural 
tendered for filing with its motion Second Revised Sheet No. 4, and Third Re 
vised Sheet No. 4 to its FPC Gas Tariff Original Volume No. 1 to become effec- 
tive as of February 14, 1958, and August 1, 1959, respectively. Additionally, in 
the event any refunds are made to Nevada Natural by El Paso for gas pur- 
chased by Nevada Natural during the period February 14, 1958, to August 1, 
1959, pursuant to the provisions of Article II, 1(a) of the settlement agreement, 
Nevada Natural will pass such refund on to its utility customers in proportion 
to the actual volumes purchased by each such utility customer during the period 
to which the refund applies. In the further event that refunds are made by El 
Paso, for any gas purchased by Nevada Natural under rates made effective in 
Docket No. G-17929, Nevada Natural, pursuant to the provisions of Article II, 
1(b) of the agreement will pass such refund on to its utility customers in pro- 
portion to the actual volumes purchased by each such utility customer during the 
period to which such refund applies. If El Paso should make any reduction in 
the rates now in effect in Docket No. G—-17929, Nevada Natural agrees that it 
will file revised tariff sheets reflecting the same reduction as that made by El 
Paso in its sales to Nevada Natural. 

The Commission staff verified Nevada Natural’s claimed costs by a review of 
costs as recorded on the company books for the calendar year 1958. The staff 
studies indicate that the rates proposed for refund purposes and for future 
sales are reasonable. 
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The Commission finds: 


(1) Nevada Natural is a “natural-gas company” within the meaning of the 
Natural Gas Act, with sales of natural gas for resale subject to the jurisdiction 
of the Commission. 

(2) The increased rates and charges contained in Nevada Natural’s First 
Revised Sheet No. 4 to its FPC Gas Tariff, Original Volume No. 1, have not 
been shown to be just and reasonable or otherwise lawful under the provisions 
of the Natural Gas Act, and should be disallowed as hereinafter provided and 
ordered. 

(3) The proposal for refunds and rates embodied in the settlement agree- 
ment of Nevada Natural and its jurisdictional customers and submitted for our 
consideration by Nevada Natural’s motion of March 18, 1960, is just and reason- 
able and in the public interest in carrying out the provisions of the Natural 
Gas Act and such settlement should be approved, and made effective, as herein- 
after ordered. 

(4) Good cause exists that the 30-day notice requirement provided in the 
Commission’s Regulations under the Natural Gas Act be waived with respect 
to Second Revised Sheet No. 4 and Third Revised Sheet No. 4 to Nevada Natural’s 
FPC Gas Tariff, Original Volume No. 1, submitted with the company’s proposed 
settlement agreement on March 18, 1960, and such revised tariff sheets should 
be permitted to take effect as of February 14, 1958, and August 1, 1959, 
respectively. 





















































The Commission orders: 





(A) The increased rates and charges contained in Nevada Natural’s filing 
referred to in paragraph (2) above are disallowed and denied. 

(B) The refunds and rates proposed and agreed to between Nevada Natural 
and its utility customers are approved and made effective, subject to the terms 
and conditions hereinafter ordered. 

(C) The 30-day notice requirement contained in the Commission’s Regulations 
under the Natural Gas Act is hereby waived with respect to Second Revised 
Sheet No. 4 and Third Revised Sheet No. 4 to Nevada Natural’s FPC Gas Tariff, 
Origional Volume No. 1, and such revised tariff sheets are hereby permitted 
to become effective as of February 14, 1958, and August 1, 1959, respectively, 
subject to the terms and conditions of the order and of the settlement proposal. 

(D) Nevada Natural shall refund, within 60 days from the date of this 
order, to its jurisdictional customers the amounts including interest computed 
in accordance with Article I, (2) of the settlement agreement. 

(E) In the event Nevada Natural receives refunds from El Paso for gas 
purchased by it during the period February 14, 1958, to August 1, 1959, or under 
rates made effective in Docket No. G-17929, Nevada Natural shall pass such 
refund on to its utility customers in proportion to the actual volumes purchased 
by each such utility customer during the period to which the refund applies, as 
set forth in Article II,1(a) or (b) of the settlement agreement. 

(F) Within 15 days after the making of any refund as provided by paragraphs 
(D) and (E) above, Nevada Natural shall report to the Commission, in writing 
and under oath, the amount of the refund made to each of its jurisdictional 
customers, showing separately the amount of principal and interest so paid, 
and shall serve a copy of such report upon each of the customers receiving a 
refund. Concurrently therewith, Nevada Natural shall file, with respect to the 
refunds provided in paragraphs (D) and (E) above, with the Commission 
releases from its jurisdictional customers showing receipt of the principal and 
interest, if any, in conformity with the settlement agreement hereby approved. 
(G) In the event El Paso should make any reduction in its presently effective 
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rate in Docket No. G—17929 for sales to Nevada Natural, Nevada Natural shall 
file a change in its tariff sheets so as to reflect the identical reduction provided 
in the reduced rate from El Paso to Nevada Natural. 

(H) Upon full compliance by Nevada Natural with all the terms and con- 
ditions of this order, and acceptance of the filings made by it, the proceeding 
shall be considered terminated. 

(I) In issuing this order, the Commission’s action is not to be construed as 
a concurrence with the cost of service determinations, allocation methods and rate 
design principles used in arriving at rates and charges for future sales, or 
in computing the amount of refunds agreed upon in the settlement agreement, 
and neither the Commission, its staff, or other parties to the proceedings are to 
be prejudiced or bound thereby in future proceedings. 

(J) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission and is without prejudice to any 
claims or contentions which may be made by the Commission, Nevada Natural, 
the Commission’s staff, or any other party affected by this order, in any pro- 
ceeding now pending or hereafter instituted by or against Nevada Natural or 
any other compaines, persons or parties affected by this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


NEW ENGLAND POWER COMPANY, PROJECT NO. 1892 


ORDER DENYING APPLICATION FOR AMENDMENT OF LICENSE (MAJOR) 
(Issued May 4, 1960)* 


On August 4, 1958, New England Power Company (Licensee) filed application 
for amendment of license for its Wilder Project (Project No. 1892) on the Con- 
necticut River, about three miies upstream from White River Junction, Vermont, 
to amend (1) Article 1 of the license by changing the commencement of the 
license period from January 1, 1938, to June 19, 1947, and by changing the 
termination date from June 30, 1970 to June 18, 1997; (2) the original cost 
provisions in Article 17 of the license; (3) the amortization reserve provisions of 
Article 18 of the license to expressly include the offset method of treating 
amortization reserves approved by the Commission in Niagara Falls Power Com- 
pany, 9 F.P.C. 228; and (4) the provisions of Article 27 of the license relating 
to removal or alteration of obsolete structures which might cause obstruction 
to navigation or interfere with the operation of the project. 

The license for Project No. 1892 was issued to Bellows Falls Hydro-Electric 
Corporation (a predecessor of Licensee) April 22, 1944, for a period commencing 
January 1, 1938, and terminating June 30, 1970. The project consisted sub- 
stantially of obsolete project works which were formerly operated without 
Federal authorization (3 F.P.C. 310). The license permitted the continued main- 
tenance and operation of the old project works subject to a condition set forth 
in Article 23 of the license that the project would be reconstructed after the 
war emergency under plans to be approved by the Commission or that the fa- 
cilities would be removed from the stream. Licensee’s predecessor (Bellows 
Falls Hydro-Electric Corporation) on September 28, 1944, filed an application 
for amendment of the license to extend the termination date, and for the re- 
development of the project pursuant to Article 23 of the license. A public 


*Rehearing denied by order issued June 24, 1960. 
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hearing was held on the application for amendment at Hanover, New Hampshire, 
on October 24 and 25 1944. A further hearing was held at Windsor, Vermont, 
in September of 1946. By Commission opinion and order of October 31, 1946, the 
Commission authorized redevelopment and denied the request for extension of 
the termination date of the license (5 FPC 271). Bellows Falls Hydro- 
Electric Corporation, which was an affiliate of the present Licensee, did not seek 
a rehearing or a review of the Commission’s order pursuant to Section 313 of 
the Act. 

A Joint Resolution was introduced in the 80th Congress (S.J. Res. 155). 
The Joint Resolution as reported out by the Senate Committee on Public Works 
would have extended the time-limitation provisions of Section 313 of the Fed- 
eral Power Act for the filing of applications for a rehearing and petitions for 
court review of the Commission’s order of October 31, 1946 (Senate Rept. No. 
981, 80th Cong.; and Senate Rept. No. 1077, 8lst Cong.). The Commission op- 
posed the Joint Resolution (Hearings Before a Subcommittee of the Committee 
on Public Works, United States Senate, 80th Congress, Second Session, January 
29, 1948, p. 71). The President of the New England Electric System representing 
Bellows Falls Hydro-Electric Corporation and “standing upon the license 
granted’, also opposed S.J. Res. 155 (Hearings, p. 110). 

In effect, having failed to request rehearing or court review as provided by 
Section 313 of the Act and having objected to proposed Congressional action 
concerning authorization for redevelopment, the Licensee is requesting that we 
now review the Commission’s order of October 31, 1946. Although, as stated in 
Metropolitan Edison Company, Project No. 1888 (21 FPC 443, 444), we may take 
necessary steps to correct material errors in prior decisions of the Commission 
which have become final (Niagara Falls Power Co. v. F.P.C., 137 F. 2d 787, cert. 
and reh. den. 320 U.S. 792, 815), it is not our function to review or reconsider 
such decisions absent some compelling reason which has not been shown by 
Licensee. 

The purposes of the proposed amendments of Articles 17 and 27 are not 
clear. The proposed amendment of Article 18 is not necessary for utilization 
of the offset method of treating amortization reserves under that article or the 
license for Project No. 1892. 


The Commission finds: 


It is appropriate and in the public interest, in carrying out the provisions of 
the Federal Power Act, that the application for amendment of license for Proj- 
ect No. 1892 be denied. 


The Commission orders: 


The aforesaid application for amendment of license for Project No. 1892 is 
hereby denied. 


JOsEPH H. GUTRIDE. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


PUBLIC UTILITY DISTRICT NO. 1 OF PEND OREILLE COUNTY, 
WASHINGTON, PROJECT NO. 2225 


ORDER APPROVING REVISED PROJECT EXHIBIT AND FIXING ANNUAL CHARGES 


(Issued May 4, 1960) 


Pursuant to Article 32 of its license for major Project No. 2225, Public Utility 
District No. 1 of Pend Oreille County, Washington, filed on April 27, 1959, as 
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supplemented on January 18, 1960, for Commission’s approval revised Exhibits 
F and K for the constructed Sullivan Creek Power Project No. 2225, located on 
Sullivan Lake, Outlet Creek and Sullivan Creek, and affecting lands of the 
United States within Colville National Forest. 

The revised Exhibit K maps show the project area and boundary in accord- 
ance with the Commission’s rules and regulations and conform with the limited 
or restricted boundaries as specified in Articles 24, 25 and 26 of the license. 

In accordance with the licensee’s letter dated January 15, 1960, our staff 
made minor revisions on the tracing of Exhibit K Sheet 2 (FPC No. 2225-2). 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Colville National Forest, has reported that the Service has 
no objection to Commission approval of the revised Exhibit K maps. 

The above-mentioned Exhibit F, showing a summary of project lands for the 
Sullivan Creek Power Project, needs no Commission approval. 

Principal effect of approval of the revised Exhibit K maps is to permit our 
determination of the amount of annual charges, to be paid under the license for 
the project fer the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, as hereinafter set forth. 


The Commission finds: 


(1) The revised Exhibit K maps, designated as Exhibit K sheets 1, 2 and 3 
(FPC Nos. 225-1, -2 and -3 (as revised by the licensee on October 16, 1958) 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project as hereinafter provided. 

(2) The annual charges under the license for the project for reimbursing the 
United States for the costs of administration of Part I of the Federal Power Act 
and for recompensing it for use, occupancy, and enjoyment of its lands, are 
reasonable as hereinafter fixed and specified, and should be made effective as 
of October 1, 1958, the effective date of the license, as provided in Article 33 of 
the license. 

The Commission orders: 

(A) The revised project exhibits described in finding (1) above are approved 
as part of the license for the project. 

(B) Article 33 of the license as presently worded is eliminated from the 
license and in lieu thereof the following new Article 33 is included therein: 

Article 33. The licensee shall pay to the United States the following annual 
charges, effective as of October 1, 1958: 

(a) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, a reasonable annual charge in accordance 
with the provisions of Part II of the Commission’s regulations ; and 

(b) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, $1,044.66. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) of 
the Federal Power Act and failure to file such an application shall constitute 
acceptance of this order. In acknowledgment of the acceptance of this order. 
it shall be signed by the Licensee and returned to the Commission within 60 
days from the date of its issuance. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


TRANSWESTERN PIPELINE COMPANY, DOCKET NO. CP60-26 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 4, 1960) 


On February 8, 1960, as supplemented March 1, 1960, Transwestern Pipeline 
Company (Applicant) filed in Docket No. CP60-26 an application pursuant to 
Section 7(c) of the Natural Gas Act for a certificate of public convenience and 
necessity authorizing the construction and operation of field facilities to enable 
Applicant to take into its certificated main transmission pipeline system natural 
gas which will be purchased from producers thereof from time to time during the 
ealendar year 1960 in the area of its existing transmission system at a total 
cost of not to exceed $3,000,000, with no single project to exceed a cost of $500.000, 
all as more fully set forth in the application. 

The purpose of this budget-type proposal is to augment Applicant’s ability to 
act with reasonable dispatch in securing by contract and connecting to its pipe- 
line system new supplies of natural gas in various areas generally coextensive 
with its system. 

Applicant will finance the cost of the facilities proposed hereunder from 
funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
April 21, 1960, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Transwestern Pipeline Company, a Delaware corporation 
having its principal place of business in Houston, Texas, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its opinion and order issued August 10, 1959, in Docket No. 
G—14871, et al. (22 FPC 391). 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are proposed to be used in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com 
mission, and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform tc the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1960 as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1961, 
a statement under oath showing, by projects: (a) names of fields connected, 
(b) estimates of gas supplies attached, (c) a description of the project or 
projects constructed pursuant to the authorization granted hereinafter, (d) 
the location of said project or projects, (e) the costs of the facilities so con- 
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structed, and (f) the names of the independent producers involved, together 
with the respective dates of the gas sales contracts and the docket numbers 
of the related producer certificate applications. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued to Applicant and to the exercise of the 
rights granted thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the calendar year 1960, and the total expenditures for facilities authorized 
to be constructed hereunder should be limited to $3,000,000, with no single 
project to exceed a cost of $500,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Transwestern Pipeline Company to construct and 
operate the proposed facilities to take natural gas from producers thereof during 
the calendar year 1960, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) Applicant shall submit, on or before March 1, 1961, a statement under 
oath showing, by projects: (a) names of fields connected, (b) estimate of gas 
supplies attached, (c) a description of the project or projects constructed pur- 
suant to the authorization granted in paragraph (A) above, (d) the location 
of said project or projects, (e) the cost of the facilities so constructed, and 
(f) the names of the independent producers involved, together with the respec- 
tive dates of the gas sales contracts and the docket numbers of the related pro- 
ducer certificate applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the 
exercise of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited 
to construction during the calendar year 1960, and the total expenditures for 
facilities to be constructed thereunder are hereby limited to $3,000,000 with 
no single project to exceed a cost of $500,000. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GULF OIL CORPORATION, DOCKET NO. G-9520, ET AL.* 


GULF OIL CORPORATION (OPERATOR), ET AL., DOCKET NO. G-11851, 
ET AL.* 


ORDER DEN YING INTERVENTION 


(Issued May 9, 1960) 


On January 4, 1960, the Public Utilities Commission of the State of California 
filed a Notice of Intervention in Docket Nos. G-9520 and G—17813. part of the 


*Numerous additional docket numbers omitted in printing. 
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above-entitled consolidated proceeding. In its notice the California Commission 
states that it is informed that Gulf will introduce evidence in the Transwestern 
Pipeline Company case, Docket Nos. G—14871, et al., which is the same or similar 
to evidence introduced by Gulf in this consolidated proceeding. Thus, although 
it is not specifically so stated it appears that the California Commission wishes 
to protect itself in the Transwestern proceeding by intervention in this pro- 
ceeding, a rate case under Sections 4 and 5 of the Natural Gas Act. 

On January 7, 1960, Gulf filed objections to the Notice of Intervention of the 
California Commission, pointing out that this proceeding was consolidated 
in its present form by order issued February 12, 1959, including the institution 
of a rate investigation, that Gulf’s direct case was presented and cross-examina- 
tion completed on June 22, 1959, and that the California Commission’s Notice 
of Intervention is not timely within the requirements of Section 1.8(d) of the 
Commission’s Rules of Practice and Procedure. Finally, and as pointed out 
by Gulf, the California Commission has failed to set forth the “* * * extraordi- 
nary circumstances for good cause shown * * *” as required for intervention 
in these circumstances by said Section 1.8(d). 


The Commission finds: 


Good cause or extraordinary circumstances have not been shown, nor has 
an interest in this proceeding been adequately alleged or shown so as to permit 
intervention of the Public Utilities Commission of the State of California. 


The Commission orders: 


The Notice of Intervention filed January 4, 1960, by the Public Utilities Com- 
mission of the State of California in the above-entitled consolidated proceeding 
is hereby denied. 

Commissioner Connole dissenting. 





GULF OIL CORPORATION, OPERATOR, DOCKET NO. G-17973; JACQUE- 
LINE ANDERSON, DOCKET NO. G-18179; SHELL OIL COMPANY, 
DOCKET NO. G-18181; NORTHERN NATURAL GAS COMPANY, DOCKET 
NO. G-18309; BARBARA OIL COMPANY, DOCKET NO. G-18492; PICK- 

RELL DRILLING COMPANY, ET AL., DOCKET NO. G-18582 


ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 9, 1960) * 


Syllabus 


1. Certificate conditioned to require that proposed initial producer price which 
is out of line with the 17¢ price prevailing in the nearby Laverne Field, be 
reduced to17¢. P. 666. 

2. Proposed provision that producer be allowed to collect original contract 
rate subject to refund one day after service commenced at the conditioned 
initial rate rejected, since it would tend to set a new price plateau. P. 666. 

3. Commission issues certificates of public convenience and necessity under 
Section 7 of the Natural Gas Act to Applicants. P. 668. 

Commissioner Connole dissenting. 

M. EB. Minks for Gulf Oil Corporation 
Oliver L. Stone and Joseph C. Spalding for Shell Oil Company 


*Examiner’s decision appears on p. 670. Order rescinded, and application for rehear- 
ing dismissed by order issued June 30, 1960, infra p. 926. 
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L. D. Shaw, F. Vinson Roach, Daniel B. O’Brien, Jr., Justin R. Wolf, Charles 
A. Case, Jr., Louise C. Powell for Northern Natural Gas Company 

William Amory Underhill for Jacqueline Anderson, Barbara Oil Company and 
Pickrell Drilling Company, et al. 

Raymond A. Smith for Council Bluffs Gas Company 

George C. Pardee for Metropolitan Utilities District of Omaha 

P. L. Farnand and George C. Mastor for Minneapolis Gas Company 

John W. Scott and Louis L. Da Pra for Minnesota Valley Natural Gas 
Company 

Hubert C. Jones for Iowa Power & Light Company 

Lloyd J. Marti for Central Electric & Gas Company 

James M. Caplinger for Kansas State Corporation Commission 

Bill J. Porter for Pickrell Drilling Company et al. 

Carl W. Cummins for Northern States Power Company of Minneapolis and 
Northern States Power Company of Wisconsin 

John Paul Geneau for the Staff of the Federal Power Commission 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


This proceeding concerns the applications of Northern Natural Gas Company 
and the independent producers named above for certificates of public convenience 
and necessity for the sale and transportation to Northern’s main line at Mullin- 
ville, Kansas, of approximately 30,000 Mcf of gas per day from the Glick Field, a 
new field located in Kiowa, Comanche and Barber Counties, Kansas. The 
basic facts as to estimated reserves, deliverability, quality, and cost of facilities 
for gathering, processing, and transporting the gas 20 miles to Northern’s main 
line, are recited in the applications and have not been contested. The single 
point of controversy is the proposed initial price of 20 cents per Mcf. 

The presiding examiner’s initial decision, issued February 8, 1960, would 
have conditioned the issuance of these certificates upon acceptance of an initial 
price of 16 cents per Mcf which, one day after the initial deliveries, could be in- 
creased to the contract rate without suspension but subject to refund. Exceptions 
to this decision were filed by almost all of the active parties to the proceeding. 
Since our conclusions differ from those of the examiner, these exceptions will not 
be analysed individually apart from our discussion of the merits below. 

The Glick Field is a recent discovery which does not lie within any of the older, 
established gas production “areas”. Geologically, it is located at the edge of the 
Anadarko Basin, and its geographical vicinity had been described as the “North 
Oklahoma-South Central Kansas region.” The record in this proceeding does 
not provide a sufficient basis for adopting either of these as the designation of 
an “area” for purposes of price comparisons. However, even if the territories 
so described were combined to form a single pricing area, the uncontroverted 
evidence shows that nowhere in such area has a producer sale been certificated 
at a price as high as the initial price proposed herein. The highest certificated 
prices in the counties adjacent to Kiowa, Comanche, and Barber Counties, Kan- 
sas, are the 17-cent prices at which a number of comparable sales* are being 
made to Michigan Wisconsin Pipe Line Company from the Laverne area in 


1 Certificates for such sales have been issued in Docket Nos. G—12868, G—12908, G—12972, 
G-13200, G-13204, G-13209, G-138299, G-13324, G-16394, G—16462, G—16525, G—16579, 
G—16735, G—16753, G—16759, G-16787, G-16853, G—16878, G—16979, G—16981, G—16995, 
G-—17047 and G—17090. 
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Harper County, Oklahoma. The most recent certificates for Laverne sales at 
this price were issued on March 18, 1960, and applications now pending would 
raise daily deliveries to Michigan Wisconsin to 180,000 Mcf. 

Although the Atlantic Refining decision* does not, as the examiner stated, 
instruct the Commission to “freeze” prices at existing levels, it does preclude 
the issuance of certificates at prices higher than those established in recent 
proceedings unless the applicants have clearly shown that such higher prices 
are required by the public convenience and necessity. The 20 cent initial price 
proposed herein is out of line with the 17 cent price prevailing in the nearby 
Laverne Field area, and unless the evidence demonstrates the necessity of a 
higher price the issuance of these certificates must be conditioned upon initial 
prices at this 17 cent level. 

The producers’ witnesses testified that one intrastate and at least four inter- 
state pipeline companies were actively competing for this gas supply, and that 
within a period of four months successive offers advanced from 16 cents to 
21% cents. On cross-examination it appeared that the price which the producers 
were seeking was not related to their revenue requirements, present or future, 
but represented simply their estimate of the highest price any one of the pipe- 
lines might be able to afford in terms of its own consumer market. There is 
nothing improper or unusual about negotiations on this basis, but it is evident 
that the prices so arrived at in the present seller’s market have little value as 
an index of the economic conditions of the gas industry or the needs of a particular 
producer. The evidence of competitive market pressures in the present case 
does establish that this price resulted from arm’s length bargaining. However, 
that fact does not, by itself, justify the conclusion that this price which would 
establish a new high price level in the vicinity, is required by the public interest. 

A considerable part of the producers’ evidence consisted of statistics of a 
general nature purporting to show that in recent years the costs of exploration, 
development, and production have been increasing and profit margins decreasing 
in the gas and oil industry generally. Even if these statistics were held to 
establish conclusively the need for high or higher prices in general, they were 
not related to, and do not justify, the particular 20 cent price here proposed. 

Certain portions of the producers’ testimony suggest that this 20 cent price 
is required to insure continued exploration in this general area. This proposi- 
tion is not supported by the other evidence indicating that this price does not 
reflect the producers’ revenue requirements. There is nothing whatever in this 
record to show that a price of 17 cents is an inadequate incentive for exploration. 
Judging from the numerous certificates mentioned above,’ and Michigan Wis- 
consin’s recent application in Docket No. G—20569, this price does not appear to 
have limited new discoveries in the Laverne area. Considering this record as 
a whole, our conclusion is that the applicants have failed to demonstrate that 
a price higher than 17 cents is required by the public convenience and necessity. 

The examiner’s decision provided that the producers would be allowed to col- 
lect the original contract rate subject to refund one day after service commenced 
at the conditioned initial rate. Such a provision would deprive the initial price 
condition of much of its effect. If the line established by the initial price is 
abandoned within a day, the market probably will establish a new high price at 
the effective contract price of twenty cents. Our experience has shown that 
although this new high price is conditional and is being collected subject to 
refund, that it tends to set a new price plateau. Other new contracts in the 


2 Atlantic Refining Company v. Public Service Commission, 360 U.S. 878 (1959). 
® See footnote 1. 
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area almost inevitably are entered into at this price. The prices in old contracts 
containing favored nation clauses and price redetermination clauses based on 
the highest prices being paid in the area escalate to this new price. Thus, 
although all of these prices may be suspended or otherwise made subject to 
refund by the Commission, the inevitable result of permitting a new high rate 
to become effective is that the new price tends to become the prevailing price. 
Furthermore, since such a price will be subject to refund, it will only increase 
the uncertainty of prices in the gas industry. In our judgment, the purposes for 
which initial rate conditions were intended can best be achieved by holding the 
line at a rate which is comparable to that allowed other producers in similar 
circumstances but which is not subject to immediate change. Here, the initial 
rate will be fixed at 17 cents without the escalation provisions recommended by 
the examiner. 

In addition to a base price of 20 cents per Mcf of gas with a heating value of 
1,000 Btu per cubic foot, the producers’ contracts provide for a pro rata adjust- 
ment of the price for a higher or lower Btu content. Based on an estimated 
1,050 Btu content, the total proposed price for Glick gas would be 21 cents per 
Mcef. In general, the Btu content of natural gas increases beyond 1,000 Btu 
when there are present in the gas stream hydrocarbons heavier than methane. 
Northern proposes to construct a processing plant to extract these heavier 
hydrocarbons and the producers have an option to purchase this plant during 
the first year of operation. Should the producers exercise this option, Northern 
will receive a credit for the volume shrinkage and reduction in Btu content 
caused by the processing. There is evidence that the producers do not intend 
to exercise their option to purchase and operate the processing plant and the 
effect of the Btu adjustment may be to increase the price to Northern. The 
record indicates that Northern expects to break even on its processing operation, 
but this expectation is based on present estimates of the value of liquid hydro- 
carbons at 6 cents per gallon. Given this variable, there is no way of determining 
whether or not the .02 cent proposed is or will be a reasonable price per Btu of 
heavier hydrocarbons. Rather than attempting to adjust the price of pipeline 
quality gas in terms of estimated values in the gas processing industry, we shall 
condition these certificates to provide for an initial price of 17 cents per Mcf 
of 1,000 Btu gas with no upward Btu adjustment. 

On April 11, 1960, Shell filed a notice of withdrawal of its application in 
Docket No. G-18181, stating that it had canceled its contract with Northern. 
It appears that Northern’s project is economically feasible without this supply. 
If no further action is taken by Shell during the 30 days provided for acceptance 
of these certificates, this filing will then be treated as a refusal of the certificate 
issued herein to Shell. 


The Commission further finds: 


(1) Each of the Applicants in the caption hereof is, or will be upon commence- 
ment of sales and deliveries hereunder, engaged in the transportation or sale 
of natural gas in interstate commerce for resale, and is, or will be, a “natural 
gas company” within the meaning of the Natural Gas Act. 

(2) Northern’s proposed facilities, as described in its application, in Docket 
No. G—18309 will be used for the transportation and sale for resale of natural 
gas in interstate commerce subject to the jurisdiction of the Commission, and 
the construction and operation thereof are subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The sales of natural gas proposed by each of the Applicants, except in 
Docket No. G—18309, will be made in interstate commerce for resale subject 
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to the jurisdiction of the Commission and such sales together with the con- 
struction and operation of any facilities subject to the jurisdiction of the Com- 
mission necessary therefor are subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(4) Subject to the acceptance of the terms and conditions of the certificate 
issued by this order, each of the Applicants herein is able and willing properly 
to do the acts and perform the service proposed and to conform to the provisions 
of the Natural Gas Act and the requirements, rules and regulations of the 
Commission thereunder. 

(5) The proposed sales and transportation of natural gas and the construc- 
tion and operation of the proposed facilities therefor are required by the public 
convenience and necessity to the extent authorized by and subject to the terms 
and conditions of the certificates issued herein. 

(6) The public convenience and necessity require that the certificate herein 
issued shall be conditioned as ordered below. 

(7) Such arguments, contentions, objections, and exceptions advanced by any 
party to these proceedings as have not been specifically disposed of herein have 
been considered but are either without substantial support in fact or reasonable 
basis in law, or are not material. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to 
Northern Natural Gas Company authorizing the construction and operation of 
the facilities referred to in paragraph (2) above. There shall attach to the 
issuance of this certificate and to the exercise of the rights granted thereunder, 
the general conditions of paragraphs (a), (b), (c)(1), (c) (3), (e) (4), and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act, and the time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation is hereby fixed at six months from the 
issuance of this order. 

(B) Certificates of public convenience and necessity are hereby issued to 
Gulf Oil Corporation, Operator, Jacqueline Anderson, Shell Oil Company, Bar- 
bara Oil Company, and Pickrell Drilling Company, et al. respectively, authoriz- 
ing, subject to the conditions set forth below, the proposed sale of natural gas 
by each of these Applicants to Northern Natural Gas Company, and the con- 
struction and operation of any facilities subject to the jurisdiction of the Com- 
mission necessary therefor. 

(C) Prior to the commencement of service under the certificates issued in 
paragraph (B), each of the Applicants therefor except Shell shall file. with the 
Commission pursuant to Part 15 of its Regulations, a duly executed amend- 
ment to its sales contract with Northern Natural Gas Company which shall 
substitute “Seventeen cents (17¢)” for “Twenty cents (20¢)” in Article II, 
Section 1(a), and shall delete from Article IV, Section 5,.the price adjustment 
for Btu content over 1,000 per cubic foot. 

(D) Prior to the commencement of service under the certificates issued in 
paragraph (B) to Shell, such Applicant shall file with the Commission, pur- 
suant to Part 154 of its Regulations, a duly executed sales contract with North- 
ern Natural Gas Company identical to that heretofore submitted in these 
proceedings, except that such contract shall provide a price of “Seventeen 
cents (17¢)” instead of “Twenty cents (20¢)” in Article II, Section 1(a) and 
shall omit from Article IV, Section 5, the price adjustment for Btu content over 
1,000 per cubic foot. 
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(E) The grant of the certificate issued to Northern in paragraph (A) is 
conditioned upon acceptance of the certificate issued to the other Applicants 
herein. 

(F) The grant of the certificates in paragraph (B) shall not be construed 
as a waiver of the requirements of Section 4 of the Natural Gas Act, or of Part 
154 of the Commission’s Regulations thereunder, and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commis- 
sion in any proceeding now pending or hereafter instituted by or against these 
Applicants. Further, the action in this proceeding shall not foreclose nor pre- 
judice and further proceedings or objections relating to the operation of any 
price or related provision in the gas purchase contract herein involved. 

(G) The certificates issued in paragraph (B) are not transferable and shall 
be effective only so long as the recipients thereof continue the acts or operations 
hereby authorized in accordance with the provisions of the Natural Gas Act and 
the applicable rules, regulations, and orders of the Commission. 

(H) The certificates issued herein, together with the terms and conditions 
of this order, shall be accepted in writing and under oath within 30 days from 
the date of issuance of this order. 

(I) Exceptions to the examiner’s initial decision, except to the extent granted 
above, are denied. 

Commissioner Connole dissenting, filed a separate statement. 


CONNOLE, Commissioner, dissenting: 


Consistent with the now firmly established principle that the applicant in 
a producer certificate proceeding has the burden of demonstrating that a new 
and higher price level is required by the public convenience and necessity, 
majority have concluded that applicants have failed to demonstrate that a price 
higher than 17 cents is required by the public convenience and necessity in 
this proceeding. To the extent this represents added recognition by the Com- 
mission of the importance of maintaining initial price levels within the range 
of the dominant prevailing area prices in the absence of compelling proof that 
higher prices are necessary, I applaud the conclusion. I do not concur in the 
order, however, because in my judgment the record is as deficient with respect to 
the showing that 17 cents is required by the public convenience and necessity 
as it is that the proposed 20-cent price has been. 

Admittedly, the 17-cent price is the highest price that has been certificated in 
this area. If the highest price to be found in an area is to measure the point 
from which upward departures must be justified, I think the meaning and 
significance of the CATCO? appeal and the Texaco Seaboard ® appeal have been 
unreasonably restricted. 

It has always seemed to me that the dominant prevailing price in an area 
could scarcely be the highest price no matter how recently that price was nego- 
tiated. With prices spiraling upward as producer prices have for years, it is 
only natural that each successive bid would probably be higher than the one 
just preceding it. This is illustrated in the instant proceeding where the evi- 
dence discloses that offers were received after Gulf and Shell had reached 
agreement in principle with Northern for a price in excess of the price here 
proposed. 


1 Atlantic Refining Oo., et al. vy. Public Service Commission of New York, et al., 360 
U.S. 378. 
2P.8.C. of New York and United Gas Improvement Co. v. F.P.C., 361 U.S. 195. 
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Examination of prices in the area discloses that even the 16-cent price adopted 
by the Examiner is high. The overwhelming proportion of recent sales made 
in the area are at a price of 15 cents or lower. Utilizing the geographical area 
defined by Minneapolis Gas Company and Northern States Power Company, for 
example, the evidence discloses that 95 percent of the gas sold to interstate 
pipelines in 1958 from the Glick Field market area was at or below 15 cents 
per Mcf. Moreover, these same intervenors point out that the wells are shallow 
and are drilled in stone which is “earthy, chalky and light in weight.” The 
cost of the discovery well was relatively low and additional wells are similarly 
not costly. Much of the development drilling took place prior to the time when 
the Commission first certificated sales in the area at price levels of 17 cents or 
more. 

Although the Examiner’s decision emphasizes the value of the newly-dis- 
covered reserves to Northern in terms of location and volume, among other 
factors, it is difficult to attach meaningful money value to these considerations 
from this record. For example, if the cost to Northern of purchasing and trans- 
porting other gas to Mullinville is to be the standard by which the price levels 
of this gas at Mullinville are to be measured, one must also take into account 
factors such as Northern’s investment in the gathering facilities in the Glick 
Field. With the loss of Shell as one of the producers it now appears that the 
per-Mcf cost to Northern of bringing Glick Field gas to Mullinville might be 
increased by as much as nine-tenths of a cent. In other words, I feel such a price 
comparison, while useful, is not the sole determinant of the value of comparable 
Zas reserves. 

Majority’s order relies on the previously certificated Laverne Field sales to 
Michigan Wisconsin. These were first certificated in April, 1958, in Ashland 
Oil and Refining Company, et al., G—-12796, et al., a proceeding which was decided 
on an abridged record without an opportunity to canvass the price issue. Be- 
cause of the state of the law at that time and because the record was inadequate, 
I did not participate in that proceeding. Accordingly, I do not feel bound as 
a matter of precedent by any prior action taken in respect to Laverne Field gas. 

I concur in the conclusion that a market has been shown for the gas proposed 
to be delivered to Northern. I concur in the finding with respect to the need by 
Northern for this gas. I dissent, however, to the finding of public convenience 
and necessity because there has been no showing that either the price of 20 cents 
plus proposed by the producers or the 17 cents adopted by the majority is re- 
quired by the public convenience and necessity. 


DECISION 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
PURSUANT TO SECTION 7(C) OF THE NATURAL GAS ACT 


(Issued February 8, 1960) 


WESTON, Presiding Examiner: Northern Natural Gas Company here seeks au- 
thority to take, and the other applicants, producers, seek authority to supply, 
gas destined for Northern’s interstate markets from the large newly discovered 
Glick Field, located at a depth of about 4800 feet in portions of Kiowa, Comanche, 
and Barber Counties, Kansas. The applications propose that the certificates of 
public convenience and necessity be issued pursuant to the terms of gas purchase 
contracts entered into between Northern and each of the producers early in 1959. 
Public hearings on such applications were held in November, 1959, the last briefs 
were received January 19, 1960, all procedural requirements have been fulfilled, 
and the proceedings are ripe for determination. 
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Clear and undisputed evidence shows: that Northern needs the gas to supple- 
ment existing sources and to meet expected growth in consumer demands ;* 
that the $1.7 million of gathering and processing facilities required to take the 
Glick gas from the field—to be constructed by Northern and to be financed out of 
eash on hand or generated from operations—are needed, soundly engineered, 
adapted to the intended purpose, and that each of the producer-applicants is 
ready, willing, and able to make the deliveries contemplated by their contracts 
with Northern. There is no question but that the facilities are of a nature 
customarily constructed by pipeline purchasers. The Kansas Corporation Com- 
mission, which appeared in support of all aspects of the applications, has entered 
a Basic Proration Order for the Glick Field, authorizing 640-acre well spacing, 
and, accordingly, the attribution of a full allowable to each well when 640 acres 
have been utilized and attributed thereto. At present, there are 18 units in the 
field, and 18 existing wells will be connected to Northern’s proposed facilities. 
Thirteen presently proposed additional wells will be attached as they are 
completed. 

Of 271.35 billion cubic feet estimated total recoverable gas reserves in the Glick 
Field, 243.35 billion cubic feet are dedicated under the present contracts to North- 
ern, with the remainder anticipated to become available to Northern in the future. 
Such total reserves in the Glick Field will maintain a peak-day volume of 40.6 
million cubic feet for a period of 13 years, and an average day volume of 32.5 
million cubie feet for a period of 14 years. With the construction proposed, 
Northern expects to take a maximum daily volume of 40.2 million cubic feet of 
gas at 800-pounds pressure directly into its existing main line at the discharge 
side of Northern’s Mullinville compressor station, approximately 20 miles from 
the Glick Field, without any compression. 

The facts as to daily deliverability, reserves, and pressure make it clear that 
the Glick Field is an important new discovery of gas. It is not surprising 
that, as later detailed, considerable competition among pipeline companies 
developed for the purchase of these reserves. 

Nor is it surprising that the Glick gas commanded a new high in gas prices 
for the area in which the field is loeated, as well as a new high for Northern 
in purchases from any areas. Northern’s contract calls for an intial price of 
20 cents per Mcf for 1,000 Btu gas at 14.65 psia, commencing with the date of 
initial delivery through June 30, 1964, and 1-cent escalations for each of the 
next three 5-year periods, as well as provision for upward renegotiation. On 
present estimates of the heating value of the Glick gas at 1,050 Btu per cubic 
foot, the actual price payable to the producers for well head deliveries will be 
21 cents per Mcf. Based on addition of costs attributable to the fact that North- 
ern will gather and process the gas, the cost to Northern of net gas delivered 
into its system at Mullinville at 14.73 psia will be 22.72 cents? per Mcf. It is 
indicated that at 14.65 psia, such cost will be about 22.6 cents per Mcf. The 
highest certificated rates (with an immaterial exception, see infra) for other 
gas supply in the area are at 16 cents per Mcf. The most recent prevailing price 
and the preponderance of recent sales are at 15 cents per Mcf. However, the 
effect of this price on Northern’s average cost of gas will be minimal, amounting 


1 Northern must buy about one trillion cubic feet of gas every two years in order to 
maintain an “as is” position. See also, Northern Natural Gas Co., 22 FPC 164, 169. 
Arguments made by several intervenors that Northern has not demonstrated “need” are 
unsupported, being based primarily on Northern’s current short term sales to Panhandle 
Eastern Pipe Line Co. in the Hugoton Field to accommodate a temporary out-of-balance 
condition in the production of allowables there established. 

222.86 cents per Mcf if the producers exercise their contractual option to buy the 
processing facilities, which otherwise will produce offsetting revenues for Northern. 
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to an increase of only one mill per Mcf in Northern’s average cost of 16.072 
cents per Mcf, and Northern would not expect to apply for rate relief because 
of such increase, 

The issue in this case is solely whether or not the certificates should be granted 
with or without price conditions, and the level of price if any such condition 
is to be imposed. 

“Value of Service’ Considerations. It is clear that the Glick Field gas will 
be worth more to Northern than other comparable sources of gas supply pres- 
ently attached to Northern’s lines. It is also clear that from the limited view- 
point of the unregulated market place, Northern made an advantageous purchase 
contract in respect of the price and conditions above noted. 

The most important factor in this connection is that the Glick Field lies 
closer to Northern’s main market area in Iowa, Nebraska, Minnesota, and South 
Dakota than any other comparable source of supply presently attached.? Addi- 
tionally, Glick is only 20 miles from Northern’s main line. It will deliver ap- 
proximately 30 million cubic feet per day into the discharge side of Northern’s 
Mullinville compressor station (20 miles distant) against a pressure of 800 
pounds for a period of about 10 years without the necessity of any field com- 
pression. Compression costs are, therefore, at a minimum.* 

If controlling weight were to be given to the commodity value of the gas to 
Northern in determining whether the proposed initial price for the Glick gas 
in consonant with the public interest, then it is clear that, on consideration of 
proximity alone, the initial price of 20 cents per Mcf is justified. Northern’s 
cost for large deliveries of gas at Dumas, Texas, is 23.7310 cents per Mcf. 
Dumas is approximately 200 miles down-line from Mullinville. The conventional 
rough measure of transportation costs is two cents per Mcf per hundred miles. 
Assuming, however, transportation costs of two cents total® for bringing the gas 
from Dumas to Mullinville, Northern’s current cost for Texas gas at Mullinville 
is 25.731 cents per Mcf. The comparable cost of Northern for Glick gas, after 
gathering and processing, laid down in its main line at Mullinville, will be about 
22.6 cents per Mcf. at 14.65 psia. 

Other considerations reinforce the conclusion that the contract is advan- 
tageous to Northern. The Glick Field is a sizable reserve in the order of 250 
to 300 billion cubic feet, located in a compact reservoir. As heretofore noted, 
daily deliverability and high pressures make the supply desirable. Additionally, 
the contract terms are in some respects more favorable to Northern than other 
eontracts recently negotiated in the gas industry. They do not contain “favored 
nation” clauses.’ The producers pay all existing production and severance taxes; 





3140 miles closer than Northern’s supply from Hansford County, Texas; 100 miles 
closer than Beaver County, Oklahoma, supply; 80 miles closer than supply from the 
Hugoton Field. 

* Value of pressure is indicated by a showing, J. M. Huber Corp., 22 FPC 338, 339, 346, 
that a price reduction of two cents per Mcf was offered by the producers in that case for 
a reduction of delivery pressure from 250 pounds to 45 pounds. 

5 Under an existing exchange agreement, Northern is paying El Paso Natural Gas Com- 
pany two cents per Mcf differential in respect of deliveries received by Northern at Du- 
mas, Texas. Dumas is approximately 200 miles nearer to Northern’s markets than North- 
ern’s deliveries to El Paso at Plains, Texas. 

*In distinction from some of the other pipelines, none of Northern’s contracts contain 
such clauses. It may be noted at this point that the basic contracts here involved also 
contain fixed escalations of one-cent per Mcf at five year intervals, beginning July 1, 1964, 
as well as a provision for indefinite escalation by agreement or arbitration to any “fair, 
just and reasonable price” above the floor thus established. In view of Section 154.94 of 
the Regulations Under the Natural Gas Act and the many authorities confirming that 
any proposed future change in rate is subject to appropriate Commission action, a sub- 
sidiary contention of certain intervenors, that the indefinite escalation provision is against 
public policy and void, need not be ruled on at this time. 
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such future taxes are to be paid 25 percent by the producer and 75 percent by 
Northern. The contract provisions as to “take’—an average daily volume of 
one million cubic feet for each eight billion cubic feet of developed reserves, with 
no specified minimum daily quantity—enables Northern to buy gas in conform- 
ance with seasonal fluctuations in demand. The contracts give Northern a 
four-year, or one-to-two-year longer than normal, period to later receive gas paid 
for but not taken. 

Competitive Considerations. It is clear that Northern, on the basis of the 
current market for natural gas, made an advantageous bargain, and contracted 
to pay no more, and perhaps less, than the producers might have secured by 
waiting for further offers before “closing” in principle with Northern. Northern 
competes with eight existing pipelines, and one currently under construction, for 
additional supplies of gas in the general area of Northern’s pipeline system.’ 
Intense competition existed for the Glick Field reserves. Thus, while Northern 
was negotiating, producer Gulf received offers from Panhandle Eastern, Kansas 
Power and Light, Michigan Wisconsin, and Natural Gas Pipeline Company. 
Producer Shell received offers from the first three named. Offers were received 
both before and after Gulf and Shell had reached agreement in principle with 
Northern in May, 1958. Thereafter, and presumably in ignorance of such agree- 
ment, one of the interstate pipelines offered a price in excess of 20 cents per Mctf., 
and later offers to buy the gas for intrastate use in Kansas in the 17-18 cent 
price range were also presented. 

The contracts with Northern now under consideration contain conventional 
provisions for termination in the event that the Commission does not issue 
appropriate authorization, “with terms acceptable to the party receiving such 
certificate,” for the sales under the contracts. (Standard form of contract, 
Article X, Section 2.) 

Much pre-Atlantic Refining (see infra) Commission literature on certification 
stresses the growing and almost insatiable demand for additional supplies of 
natural gas to meet increased existing and new demand of ultimate consumers. 
Some prior cases note and give weight to the usual fact, presented in the case 
at bar, that the producers have the alternative to sell their gas for intrastate 
consumption if dissatisfied with the rates allowed by the Commission for 
interstate sales. 

Inflation in Producers Costs. Producer Gulf presented general evidence 
showing, and it is found, that (a) its costs of exploring for and producing gas 
have risen sharply in recent years; (b) its Kansas exploration expenses have in- 
creased in recent years, while combined revenues from sale of Kansas gas and 
oil have decreased; and (c) producers generally are experiencing a decline in 
profit ratios in recent years. Nationwide, Gulf’s exploration expenses rose from 
$64.5 million in 1952 to $117.6 million in 1957, an increase of over 82 percent. 
Of recent years, there has been a trend towards the discovery of more gas than 
oil, possibly indicating that, on a heat unit basis (if found to be a proper 
measure), gas should currently be assessed proportionately more of discovery 
expense than the standards, if any, applicable to prior years. Thus, in 1947, 
gas discoveries accounted for 45.4 percent of the total energy content of hydro- 
carbons discovered in the nation, and in 1957 that ratio increased to 74.7 percent. 
In three of the six years 1952-1957, Gulf’s gas discoveries accounted for more 
than 50 percent of Gulf’s domestic energy added. Rentals and undeveloped 
acreage costs have also increased drastically in the last six years. 


7 Michigan Wisconsin Pipe Line Company, Panhandle Eastern Pipe Line Company, 
Natural Gas Pipeline Company of America, Colorado Interstate Gas Company, Kansas- 
Nebraska Natural Gas Company, Cities Service Gas Company, El Paso Natural Gas Com- 
pany, Kansas Power & Light Company, and Transwestern Pipeline Company. 
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However, it is also found that this general evidence is not linked specifically 
to Glick Field costs. The direct cost of the Glick Field discovery well was only 
some $64,800, and the direct cost of later wells is on the order of $60,000 per well. 
The indicated range of capital investment for 18 existing and 13 proposed units 
contrasts sharply with Northern’s expected payment of $2,281,230 for Glick 
Field gas during the first year of operation. 

Ezvisting Price Levels and Other Material Facts. For convenience and clarity, 
subsidiary findings necessary to the disposition of this case will be made infra 
herein. At the present point, it is appropriate to articulate the major premise, 
i.¢., the required approach to the main facts already stated. In general, the ap- 
proach to the price issue in the past has either stressed (a) unsatisfied con- 
sumer demand, pipeline needs, and “value” considerations on the one hand, or 
(b) spiraling of producer prices, consumer protection, and “cost” considerations 
on the other hand. The case at bar presents the gamut of contentions and 
considerations bearing on each of these approaches, which, of course, lead to 
opposite results in respect of unconditioned certification. 


Controlling Authorities 


In evaluating the public convenience and necessity of new gas supply where 
initial price is in issue, primary consideration and emphasis must be given to 
Atlantic Refining Co. et al. v. Public Service Commission of New York et al., 
360 U.S. 378 (hereafter referred to as “Atlantic Refining’). That opinion did 
not in terms direct the Commission to adopt one or the other of the approaches 
suggested above, nor did it concretely specify the Commission action to be 
taken on proposed certifications involving new high price plateaus set by new 
contracts for new gas supply. The opinion is subject to, and has received—in the 
briefs herein, and elsewhere—considerable latitude in interpretation, in respect 
of the stress to be given to the several conclusions respecting, and formulations 
of, public policy there set forth by the Supreme Court. In choosing the proper 
interpretation, weight must be given to the Supreme Court’s recent action in 
P.S.0. of New York and United Gas Improvement Co. v. F.P.C., 361 U.S. 195, 
decided December 14, 1959. 

There, the Supreme Court in a one-sentence per curiam opinion (a) granted 
certiorari, (b) vacated the judgment of the Third Circuit Court of Appeals,® and 
(c) directed that Court to “remand the case to the Federal Power Commission for 
reconsideration and redetermination in the light of Atlantic Refining Co. et al. 
v. Public Service Commission of New York et al., 360 U.S. 378.” 

The Third Circuit, in arriving at its judgment thus reversed, stated, in refer- 
ence to this same Atlantic Refining decision, that it was about to “proceed in 
this case, therefore, with the text of the Supreme Court opinion before us,” and 
that “we shall, of course, keep our eye on the Supreme Court opinion.”*® It 
follows, therefore, that the Third Circuit’s reading of the Atlantic Refining text 
was erroneous, and that a new reading thereof by the Commission is now re- 
quired by the Supreme Court. These Third Circuit references also highlight the 
summary nature of the Supreme Court action, which is sometimes taken “when 
the decision below is so clearly erroneous as to make argument before the Court 
a waste of time.” Stern and Gressman, Supreme Court Practice (BNA, Wash- 
ington, 1954), pp. 155, 156. 

The conclusion of the Third Circuit, thus reversed, was that, since the 
“necessary elements” bearing on the public interest of a proposed certification of 


8 United Gas Improvement Co. v. F.P.C., 269 F. 2d 865. 
® 269 F. 2d at 867, 868. 
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new deliveries by gas producers to Transcontinental Gas Pipe Line Corporation 
had been considered by the Commission, and since the Commission’s conclusion 
that the certificate should be granted without price condition was not unreason- 
able, no error of law was presented ; i.e., that the matter is one of administrative 
discretion. (269 F. 2d at 869.) In reaching that conclusion, the Third Circuit 
opinion recapitulated facts establishing (1) “a large and immediate need for 
more gas,” including prospective annual pipeline deficiencies beginning in 1960, 
(2) the “cost savings to Transco’s customers who otherwise would be required 
to manufacture gas themselves at a higher unit cost in order to satisfy expanding 
consumer demand,” (3) the very large size of the reserves committed under 
the proposed certification, and (4) the effects of certifying the proposed price. 
(269 F. 2d at 868-869. ) 

The proposed price, 22.4 to 23.3 cents per Mcf, although materially higher 
than prices previously paid by Transco, did not establish a new high for gas 
in the area (stated to be southern Louisiana), since, inter alia, two intrastate 
contracts called for large volumes “at prices which would reach 25 cents per 
Mcf by the middle of 1960.” (ibid.) However, in addition to being a new high 
for Transco purchases, such price would “trigger” price escalations in Transco’s 
preexisting contracts amounting overall to “an increase in the rank of 2 cents 
per Mcf” in its purchased gas cost. The Third Circuit, after reflecting such 
facts as to price, quoted the portions of the Atlantic Refining opinion which the 
Third Circuit apparently thought of primary importance. The quotations thus 
used were those in which the Supreme Court inditated that (1) certification is 
not dependent on predetermination, as in a rate case, of just and reasonable 
rates; (2) careful scrutiny and responsible reaction to initial price proposals 
is required; and (3) evaluation of “all factors” by the Commission is the basic 
duty of the Commission under Section 7 of the Act. In the opinion of the Third 
Circuit, such readings from Atlantic Refining supported the Commission’s deter- 
mination to grant the certificates. 

At this point, certain deductions can be made, applicable to the required 
approach to the issues in the case at bar. First, it is a necessary implication 
from the Supreme Court’s summary reversal of the Third Circuit that the 
facts stressed by that Court—as to “need” for gas, the extra value of large 
commitments of reserves, and the potentiality of diversion of the gas to intra- 
state sales—do not justify Commission action granting certificates without price 
conditions when price is so seriously in question. Second, it is a clear inference 
that the rationale of the Commission majority (Transcontinental Gas Pipe Line 
Corp., 20 FPC 264), restated by the Third Circuit, is at least insufficient, and 
the similar Commission approach taken in certain precedents, such as Hope 
Natural Gas Co., 19 FPC 405, Seaboard Oil Co., 19 FPC 416, Superior Oil Co., 
19 FPC 637, and Trunkline Gas Co., 21 FPC 704, 717-719, must be revised.” 

We should, therefore, reexamine Atlantic Refining as applicable to the facts 
of the case at bar. On rereading, certain “strictures”™ of the Supreme Court 
appear in the light of directions rather than suggestions. 

Implied Instruction to Condition Price. The Supreme Court opinion recited 
at length (360 U.S. 380-386) the proceedings before the Commission, which had 


In Transcontinental Gas Pipe Line Corp., Docket No. G—16603 et al., decided January 
15, 1960, the Commission, on applications of distributors and the New York P.S.C. ob- 
jecting to the Louisiana prices, granted rehearing of its order issued November 17, 1959, 
22 FPC 836, which had certificated without price conditions sales to Transco at initial 
base prices per Mcf of 13.5 cents (Texas), 21.5 cents (southern Louisiana), and 22 cents 
(offshore Louisiana). 

1 Hastie, C. J., dissenting in the United Gas Improvement case, 269 F. 2d at 869. 
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resulted in three successive orders: (1) denying permanent certification because 
the proposed prices had not been shown to be required, and directing further 
hearings on the price issue (Continental Oil Co., 17 FPC 574, 577) ; (2) granting 
certification with price conditioned for one day to the highest price theretofore 
paid by the pipeline for gas in the southwest, thereafter to be increased to the 
price proposed, but under Section 4(e) sanctions to refund any differential 
later determined, in rate proceedings, to be excessive (ibid., 17 FPC 732, 735) ; 
and (3) granting certification without price condition, subject to consumer pro- 
tection against possible excessiveness of price by way of Section 5(a) proceed- 
ings, which do not involve refunds (ibid., 17 FPC 880, 882). 

The Supreme Court thought that thus “the Commission did march up the 
hill only to march down again upon reaching the summit.” (360 U.S. at 388.) 
The Court, seven times specifically mentioning the interests of the consumer and 
gas purchaser in three pages of text, took pains to point out the available method 
“by which the applicant and the Commission can arrive at a rate that is in 
keeping with the public convenience and necessity,” through the Commission’s 
authority to condition certificates. The Court illustrated the applicability of 
this procedure to a proposed price “not in keeping with the public interest because 
it is out of line or because its approval might result in a triggering of general 
price rises or an increase in the applicants’ existing rates by reason of ‘favored 
nation’ clauses or otherwise.” (360 U.S. 388-390, 391.) The Court did not 
indicate that price conditions should be limited to cases involving the specific 
examples given. On the contrary, it is sufficiently clear, after the December 14, 
1959, action of the Supreme Court, that the Atlantic Refining opinion should 
be read as a whole, expressing the policy that at the present time, with producer 
rate problems unresolved, the Commission’s power to condition certification of 
prices reflecting current high demand for gas must be given broad application. 
Compare the approach taken in Phillips Petroleum Co., 22 FPC 694, Opinion 330, 
issued October 13, 1959, p. 695, and the extension of such approach in the order 
denying modification thereof, issued December 9, 1959, 22 FPC 1021. 

Implied Instruction to Examine Costs. In Atlantic Refining, the Supreme 
Court found that when the proposed initial price was (a) higher than any 
theretofore paid by the pipeline purchaser, (b) “some 70% higher than the 
weighted average cost of gas” to such purchaser, (c) higher than prices there- 
tofore paid by the purchaser in the area (stated to be southern Louisiana), 
and (d) contained possible hidden benefits to the producer, all unexplained by 
producer evidence, “there was insufficient evidence to support a finding of 
public convenience and necessity prerequisite to the issuance of the permanent 
certificates.” (360 U.S. at 392,393.) The proposed initial rate must be “clearly 
shown to be required by the public convenience and necessity” as a prerequisite 
to certification. (id., at 392.) Section 5(a) rate procedures inadequately 
protect the consumers against the possibility of windfalls to, or exploitation by, 
the producers. (id., at 390.) 

The language of the opinion, in this and other particulars, is irreconcilable 
with a view that current commodity values of gas, or value of the gas to a 
particular interstate pipeline, or threat of intrastate sale, are to be given con- 
trolling weight in respect of permanent certification of a new high in gas prices 
for the given area.” The “cost” approach in such cases would seem appropriate, 






2 See also, Public Service Com’n of N.Y. v. F.P.C., 257 F. 24 717, 720, 721, 722 (CA3), 
affirmed on different grounds in Atlantic Refining, supra, citing dissent of Judge Bazelon 
in Oklahoma Nat. Gas Co. v. F.P.C., 257 F. 2d 634, 642 (appeal dismissed as moot, 358 
U.S. 948), and quoting at length from dissent of Commissioner Connole in the proceedings 
below, 17 FPC 880, 884; compare majority and minority approach in Florida Economic 
Advis. Coun. v. F.P.C., 251 F. 2d 643, 649 (CADC), certiorari denied, 356 U.S. 959. 
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unless interim protection is afforded to the consumers through a conditional 
order bringing into play the Section 4(e) procedure, “which guarantees that the 
consumer may recover refunds for moneys paid under excessive increases.” 
(id., at 389.) 

In summary, Atlantic Refining directs the Commission to freeze producers’ 
gas rates for new service at preexisting area levels, while the standards of 
“just and reasonable” rates for producers (Act, Sec. 4(a)) are being evolved. 
The freezing, however, need not involve definitive determination of the proposed 
new rate at a possibly prejudicial low level; it can be by way of a Section 4 (e) 
condition, allowing collection of a higher rate, subject to refund to the con- 
sumers of amounts later determined to be excessive. It is clear, in general, 
that a restrictive reading and application of Atlantic Refining,” under current 
circumstances, is not permissible. 

Current Commission Position. In all of the cases cited in footnote 13, petitions 
for rehearing to the Commission were denied before December 14, 1959, when, 
as above noted, the Supreme Court reversed the Third Circuit in the United 
Gas Improvement Co. case. In strong contrast, in the similar case of Trans- 
continental Gas Pipe Line Corp., supra, note 10, the Commission granted rehear- 
ing by decision issued January 15, 1960. A possible change of Commission 
attitude is a permissible inference. 

While pre-December 14, 1959, Commission decisions tend to adopt restrictive 
language concerning, and to deny, price conditioning in cases comparable to 
the case at bar, there is language and precedent to the contrary. See Cities Serv- 
ice Gas Co., 14 FPC 134, 145-149, affirmed sub nom. Signal Oil & Gas Co. v. F.P.C. 
238 F. 2d 771, 774 (CA83), certiorari denied 353 U.S. 923 (hereafter called 
“Signal’) ; Transwestern Pipeline Co., 22 FPC 391, modified by orders issued 
September 23 and September 29, 1959, and the Phillips case, Opinion 330, supra. 

In Phillips, the Commission refused to certificate a proposed 17 cent initial 
rate from the new North Henderson Field in Texas Railroad Commission District 
No. 6, where the highest price “presently charged” at the date of the decision 
in that District was 14 cents, under a suspended rate. The Commission condi- 
tioned certification on a 15 cent rate—the one cent differential apparently 
reflecting Commission recognition that current producer costs would “probably 
be higher than those incurred in developing the older fields in nearby areas” 
(22 FPC 696), and perhaps, Commission evaluation of the extra value, as 
discussed in the opinion, of the gas to the particular pipeline purchaser. Cf. 
Transcontinental Gas Pipe Line Corp., 20 FPC 264, 272. 

On rehearing, the Commission declined, apparently for failure of adequate 
proof, to modify this decision by redefining the pricing area as the basis of com- 
parison. Phillips Petroleum Co., supra. The Commission, in such order, an- 
nounced its purpose “resolutely to reduce * * * initial prices by the attachment 
of conditions” in order to effectuate the “essential objective” expressed in At- 
lantic Refining “of protecting the consumers of gas from unjustified price 
exactions.” (22 FPC 1022.) 

Conclusion On Principal Issue. The approach taken by the Commission on 
rehearing in Phillips is, in the context of the above discussion, deemed control- 


13 See South Georgia Natural Gas Co., 22 FPC 211, 217-221; The California Co., 22 
FPC 252, 254-255 (appeal to CA9 pending) ; J. M. Huber Corp., 22 FPC 338, 341; Sun 
Oil Co., 22 FPC 351, 352-354 (appeal to CA5 pending) ; Sunray Mid-Continent Oil Co., 
22 FPC 361, 362-363 (appeal to CA10 pending) ; The Superior Oil Co., 22 FPC 369, 370— 
372 (appeal to CA5 pending) ; Teras Gas Transmission Corp., 22 FPC 378, 386-389 (ap- 
peal to CADC pending) ; Texas Eastern Transmission Corp., 21 FPC 860, rehearing de- 
nied, 22 FPC 451 (appeal to CADC pending) ; compare Phillips Petroleum Co., 22 FPC 
694, Docket No. G—15514, Opinion 330, cited in text, supra (conditioned certificates re- 
fused January 14, 1960). 
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ling in the case at bar. On the basis of the plain facts as to existing price levels 
within any reasonable distance from the Glick Field, and the comparative pro- 
posed rates for Glick Field gas, a price condition must be imposed. 

That price condition, under the circumstances outlined above, especially (a) 
proximity of Glick Field to Northern’s line and consequent economy of delivery 
to Northern, (b) Northern’s needs, and (c) possible diversion of the gas to 
intrastate use, should demonstrate “the Commission’s desire to extend itself in 
an effort to be fair to the applicants while protecting the ultimate consumers 
from rates which might later be determined excessive.” Public Service Com’n. 
of N.Y. v. F.P.C., 257 F. 2d 717, 719, supra, note 12. Therefore, despite the lack 
of evidence in the record directly indicating the Glick Field gas may, on a cost 
basis, ultimately be found to warrant a “just and reasonable” rate determination 
at a level higher than existing levels, the possibility of such ultimate determi- 
nation in favor of the producers should be preserved. It follows that the rate 
condition should be based on the Section 4(e) procedures under the Act, and 
should indicate that collections, subject to refund, of the 20 cents per Mef pro- 
posed rate may be started one day after deliveries commence at the conditioned 
rate. 

The exact level of the price condition, and the rationale of such level rather 
than possible alternatives, remain for discussion. 


Derivation of Price and Area for Restrictive Condition 


The conditioning of rates, with provision for refund, may be considered as a 
temporary expedient to prevent runaway pricing while norms of “just and 
reasonable” rates are evolved by the Commission applicable to the particular 
case. See Atlantic Refining, supra, 360 U.S. at 391-392. It is implicit in all of 
the decided cases to date that such conditioning should be based on existing 
prices for other sales of gas in the general area of the proposed new sale. If 
a given condition is to be “reasonable” as required by Section 7(e) of the Act, 
it would seem necessary to carefully articulate how and why a particular “price 
range” is selected in the given case; equally, the how and why of the determina- 
tion of the area boundaries. 

There is no judicial authority bearing directly on the derivation of price and 
area standards. However, there are Commission precedents involving both fac- 
tors. In the Signal case, the price used as the standard—10 cents per Mcf— 
was the maximum “present” price, also referred to as the “established going 
field rates” and the “going field price,” for gas in the south-central region of 
Oklahoma. 14 FPC at 141, 145,146. In the Transwestern case, the Commission 
used as a standard the highest theretofore “certificated price” in the comparatively 
widespread but separate areas of the proposed sales, but made reference to other 
considerations bearing on price comparability, such as the quality, volumes, and 
pressure of the gas involved in such prior sales. 22 FPC at 398-404. In Phillips, 
as we have seen, the Commission arrived at a 15 cent price, which was one-cent 
higher than the previous high rate in effect (under suspension) in Texas Rail- 
road Commission District No. 6. On direct attack as to the validity of District 
6 as a pricing standard, the producers cited in a petition for modification the 
“smallness and peculiar shape of this District,” the lack of showing as to rela- 
tionship between its boundaries and existing gas prices, the utilization of larger 
pricing areas in Transwestern, and prior Commission certification of proposed 
rates higher than those sought by the producers within a radius of about 120 
miles of the Phillips sale—but outside District 6. The Commission, however, 
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refused modification for failure of proof by the producers supporting other 
particular area or price standards. 

Positions taken by Parties Hereto. The Staff recommends that, if the criterion 
is “the highest certificated price being paid for the sale of natural gas in this 
area,” the conditioned price should be 16 cents per Mcf; if the “most recent 
prevailing price or preponderance of recent sales” is the criterion, the conditioned 
price should be 15 cents per Mcf. This recommendation is based on a study of 
statewide Kansas prices, showing (a) eight recent certificated sales and eight 
temporarily authorized sales at the 16 cent rate and (b) 38 recent sales certifi- 
cated at the 15 cent rate. (Exh. 30.) The reason for using the State of Kansas 
as the area of price comparison is not specifically discussed, or the subject of 
specific Staff evidence. 

Intervenors Minneapolis Gas Co. and Northern States Power Co. contend 
that the “threshold price” of 15 cents per Mcf should be the conditioned price, 
citing Connole, “Threshold Prices: A Practical Proposal for Producer Pricing,” 
63 Public Utilities Fortnightly 23, 35-36 (January 1, 1959), and based on the 
conclusion that 95 percent of the gas in the Glick Field market area sold to 
interstate pipelines in 1958 was at or below 15 cents per Mcf. (BHxh. 29, Schedule 
2.) Although their derivation of “market area” is not specifically analyzed, 
it appears the witness sponsored by these intervenors used, in his compilation 
of price data, a geographical territory which included 18 counties in northern 
Oklahoma (excluding the Panhandle counties), and all counties in Kansas 
from which gas sales are made except the 11 counties in the extreme south- 
western portion of the State. Cf. Tr. 535-536, and Exh. 30, page 1. The area 
thus bounded is known as the “North Oklahoma and South Central Kansas” 
general market area,“ and the three counties in which the Glick Field is located 
(supra) are approximately in the geographical center of such market area. 

Intervenors Metropolitan Utilities District of Omaha, Central Blectric and 
Gas Co., and Council Bluffs Gas Co. contend that certification should either be 
denied or conditioned on a maximum initial rate of 15 cents per Mcf, “the price 
at which the bulk of new gas supplies have been recently sold in this general 
supply area.” (Brief, p. 7.) Such intervenors do not develop the boundaries 
of such “area,” but cite prices in Kansas and northern Oklahoma. 

Minnesota Valley Natural Gas Co., the only other Northern customer actively 
participating, contends on brief that the applicant producers have not met their 
burden of proof supporting the 20 cent proposed rate, but does not propose a 
specific alternative rate. 

The producer-applicants did not offer affirmative evidence supporting a par- 
ticular area for use in price comparisons, or in derogation of either the all- 
Kansas area used by the Staff or the North Oklahoma-South Central Kansas area 
used by intervenors Minneapolis Gas and Northern States. Producer Gulf points 
to one certificated sale in the last named area at a base price of 17 cents per 
Mcf—a sale from Shell to Michigan Wisconsin Pipe Line Co. from the Laverne 
Field in Harper County, Oklahoma, which is distant only some 20-30 miles 
from the Glick Field. See Shell Oil Co., Docket No. G—13308, order issued April 
24, 1958; Shell’s FPC Gas Rate Scheduled No. 181, Item I by reference. Pro- 
ducer Shell cites a contract of sale of gas to an interstate pipeline from the Clear 
Lake-Madison Fields in Beaver County, Oklahoma (Panhandle area; 75 miles 
from Glick) at 21 cents per Mcf, but such sale has not been certificated. See 


44The excluded Oklahoma Panhandle and southwestern Kansas counties lie in the com- 
monly known Hugoton Field area, unified by geological characteristics and a long history 
of relatively uniform gas pricing, thus recognized in the industry as a particular market- 
ing area. Northern and eastern Kansas regions do not produce significant gas. 
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filings in Shell Oil Co., F.P.C. Docket No. G-17888. Producers Anderson, Bar- 
bara Oil, and Pickrell cite, in addition to these instances, a general statement by 
Northern’s gas purchase witness that in the general Anadarko Basin area of 
Texas, Oklahoma, and Kansas (of which area Glick Field is indicated, but not 
proven, to be a part), a competing pipeline had offered 23 cents per Mcf for 
gas, plus liquid sharing provisions. However, there is no evidence to show this to 
be a Commission authorized sale. Producers Anderson et al. also stress that the 
Clear Lake-Madison Fields gas is actually being sold at 21 cents for intra- 
Oklahoma consumption, while Docket No. G—17571 awaits hearing.” 

The sale from the Laverne Field involves only .07 percent of sales to interstate 
pipelines from the North Oklahoma-South Central Kansas area in 1958, compared 
to, for instance, 46.43 percent of such sales in the 12 cent category. Exh. 29, 
Sch. 2. This certification occurred in a pro-forma proceeding in an uncontested 
docket long before Atlantic Refining, is not representative of any other previously 
certificated rates near the Glick Field, and is not taken to establish the authorized 
current going price in the area for the fixing of the level of the conditioned rate 
herein. 

Conclusion As to Area and Price. Although the evidence on, and the rationale 
for, the use of any specific price and area standards are not extensively developed, 
the record contains sufficient basis for evolving a reasonable price condition, 
especially since the condition will only operate to suspend a part of this con- 
tractual price during the pendency of proceedings for establishing the proper 
rates. 

As to pricing area, recent gas sales statistics both in the State of Kansas and 
in the North Oklahoma-South Central Kansas region have been considered, and 
are not divergent. For present purposes, without prejudice to later more exact 
definition of a “shopping” or “pricing” area in rate proceedings, the highest 
prevailing previously authorized price level in the combined territory—Kansas 
plus North Oklahoma—should be accepted as the initial rate level for Glick Field 
sales. 

As to derivation of price, eight certificated sales and eight additional tempo- 
rarily authorized sales are being made in Kansas at 16 cents per Mcf. On the 
basis of Commission precedents, evidence of cost inflation applicable to Kansas 
producers, and the practical considerations reviewed in this opinion, 16 cents 
per Mcf is found to be the proper level for the initial rate, provided that the 
producers are protected in respect of ultimate unconditional retention of any 
differential over this level and up to the intitial proposed contract price, as may 
be later in rate proceedings found to be just and reasonable. 

It should also be made explicit that, on the one hand, a conditional initial 
rate lower than 16 cents per Mcf is not supported by the evidence in the case at 
bar, and that, on the other hand, a conditioned initial rate higher than 16 cents 
per Mcf is supported only by evidence of commodity value of Glick Field gas 
to Northern, which is not sufficient ground for raising the level of, or refusing, 
the price condition. 

It should also be observed that, at the projected rate hearing on the differ- 
ential between the 16 cent rate and the contract rate, evidence on value of service 
considerations—such as, proximity of the Glick Field—will no doubt be adduced 
and given such weight as may be permissible and justified. For example, even 
on a “cost” basis, it is possible, if desirable, to make an extra allowance in rate 
of return in order to encourage exploration and development of gas reserves 


4% Hearings in this docket, consolidated with nine others, have been indefinitely postponed 
upon unopposed motion of certain of the producers. See Notice of January 14, 1960, 
issued in El Paso Natural Gas Co. et al., Docket No. G-17849 e¢ al. 
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near points of ultimate distribution. All such matters will properly be taken 
up in the proceeding focalized on rates, rather than on the convenience and 
necessity of the additional gas supply. 


Formal Conclusions of Fact 


(1) Each of the applicants listed in the caption hereof is, or will be upon 
the commencement of sales and deliveries hereunder, engaged in the trans- 
portation and sale of gas in interstate commerce for resale for ultimate public 
consumption and is, therefor, a “natural-gas company” as defined in the Natural 
Gas Act, and each of said applicants, except Northern Natural Gas Company, 
an interstate pipeline, is an “independent producer” as defined in the Commis- 
sion’s Regulations Under the Natural Gas Act. 

(2) The sales and deliveries of gas in interstate commerce by said independent 
producers to Northern involved in these proceedings, and the facilities therefor, 
are required by the public convenience and necessity, Provided: (a) that the 
ultimate consumers be protected in their right to refund of amounts, if any, 
collected by said independent producers in respect of payments by Northern in 
excess of a base price per contract (initial rate per FPC filing) of 16 cents per 
Mcf for 1,000 Btu gas at 14.65 psia, to the extent that such unlawfully excessive 
amounts may be determined and ordered to be refunded in subsequent porceed- 
ings before the Commission, and (b) that said independent producers be pro- 
tected in their right to ultimately receive unconditionally (except for de minimis 
one-day deliveries) the full amounts provided for in the basic contracts between 
such producers and Northern, to the extent that such amounts are ultimately 
determined not to be unlawfully excessive. 

(3) In order to effectuate the condition described in paragraph (2) above, 
it is necessary that each independent producer entering into the proposed sales 
execute an amendment to its basic contract with Northern, providing for com- 
mencement of service at the price set forth in said paragraph (2) and, to the 
extent desired, providing for escalation of said price one-day after such com- 
mencement of service to a price not in excess of the price theretofore specified 
in such basic contract; all other terms of such basic contract to remain the 
same. 

Order 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) A certificate of public convenience and necessity is hereby issued to: 
Gulf Oil Corporation, Operator ; Jacqueline Anderson; Shell Oil Company ; North- 
ern Natural Gas Company ; Barbara Oil Company; and Pickrell Drilling Company 
et al.; upon the condition set forth in paragraph (B) hereof, for the sales and 
transportation of natural gas in interstate commerce for resale, and for the 
construction and operation of facilities therefor, all subject to the jurisdiction of 
the Commission, as set forth in the respective applications filed in these 
proceedings. 

(B) Said applicants desiring to enter into the project covered by their ap- 
plications shall file, in form satisfactory to the Commission, prior to the 
institution of service hereunder, amendments to their respective gas sales con- 
tracts, providing in substance for an initial price of 16 cents per Mcf for 1,000 
Btu gas at 14.65 psia, and further providing in substance for the escalation of 
such price one day after the commencement of service of gas for the period 
commencing one day after the institution of service and ending June 30, 1964, 
to a price not higher than 20 cents per Mcf for 1,000 Btu gas at 14.65 psia. 
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(C) Subject to such overriding considerations of the public interest as may 
appear when the matter is presented, it presently appears that the proposed first 
escalations of each applicant provided for under paragraph (B) hereof should be 
permitted to become effective as a change in rate schedule (supplement to 
original rate schedule), subject to refund under the provisions of Section 4(e) 
of the Natural Gas Act, without suspension, and that to this end the provisions 
for thirty days’ notice contained in Section 4(d) of the Act, and the implement- 
ing procedural requirements set forth in the Regulations Under the Natural Gas 
Act with regard to filings of new schedules, should be waived. It further 
appears that, when filed, the Commission should enter upon a hearing concern- 
ing the lawfulness of such changes in rate schedules, and should determine the 
just and reasonable rates applicable to the sales of gas involved in these proceed- 
ings and to the producer-applicants herein, pursuant to the provisions of Sections 
4 and 5 of the Natural Gas Act. 

(D) The certificates issued herein shall be accepted in writing and under 
oath within 30 days from the date of the final determination of these proceedings 
in accordance with Section 1.30 of the Rules of Practice and Procedure, and 
such acceptance shall specifically refer to and agree to the rate condition estab- 
lished by paragraph (B) hereof. 

(E) The general terms and conditions of paragraphs (a), (b), (c), and (e) 
of Section 157.20 of the Regulations Under the Natural Gas Act shall attach to 
the issuance of the certificate granted to Northern Natural Gas Company in 
paragraph (A) above, and the time within which the facilities hereby authorized 
shall be constructed and placed into actual operation, as contemplated by said 
paragraph (b), is hereby fixed at six months from the issuance of this order. 

(F) The certificates issued to the independent producer applicants in para- 
graph (A) above are not transferable and shall be effective only so long as the 
respective applicant continues the acts or operations hereby authorized in ac- 
cordance with the provisions of the Natural Gas Act and the rules, regulations, 
and orders of the Commission. 

(G) The grant of the certificates herein shall not be construed as a waiver of 
the requirements of Section 4 of the Natural Gas Act, or of Part 154 of the Regu- 
lations thereunder, except to the extent provided in paragraph (B) hereof; and 
such grant is without prejudice to any findings or orders which have been or 
may hereafter be made by the Commission in any proceeding now pending or 
hereafter instituted by or against the applicants. Further, the action in this 
proceeding shall not foreclose nor prejudice any further proceedings or objection 
relating to the operation of any price or related provision in the gas purchase 
contracts herein involved. 

Rosert M. WESTON, 
Presiding Examiner 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. CP60-1 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 9, 1960) 


On January 4, 1960, The Ohio Fuel Gas Company (Applicant) a natural gas 
company under the jurisdiction of this Commission, filed an application pursuant 
to Section 7 of the Natural Gas Act, for a certificate of public convenience and 
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necessity authorizing the construction and operation of certain facilities and 
the sale and service of natural gas to Rutland Fuel Company (Rutland) and 
to The Racine Gas and Service Company, all as more fully described in the 
application. 

Rutland and Racine are local public utilities engaged in the distribution of 
natural gas to the people of the communities of Rutland and Racine, respec- 
tively, in Meigs County, Ohio. 

Heretofore these two distributing companies have obtained their gas supplies 
from local sources of gas production; but the depletion of the sources of that 
production has made the procurement of an additional source of gas supply 
necessary for the adequate service of the consumers in the areas mentioned. 

The proposed facilities to be constructed and operated by the Applicant for 
the purpose of selling and serving natural gas to Rutland will consist of a regu- 
lating and metering station and a tap on Applicant’s interstate Line F-—258 to 
connect with facilities constructed by Rutland. No additional facilities are 
necessary to serve Racine. 

The estimated cost of the facilities to be constructed by Applicant is $6,135 
which cost will be financed from funds on hand. 

Heretofore Applicant has been serving natural gas to Rutland and Racine 
from local gas services but decline in the local production now requires the 
substitution of the interstate source of supply which will come from Applicant’s 
Line F-258. The change can be made without an interruption of service. 

Temporary authorization was issued to Applicant by letter dated March 4, 
1960. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
April 28, 1960, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, The Ohio Fuel Gas Company, an Ohio corporation having its 
principal place of business in Columbus, Ohio, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of August 21, 1945, in Docket No. G-371 (4 FPC 1033). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation and exhibits in this proceeding, are proposed to be used in the transporta- 
tion and sale of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of Applicant’s existing pipeline system and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity, and a certificate should be 
issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general ‘terms and con- 
ditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to. the 
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exercise of the rights granted thereunder, and that the time within which con- 
struction of the facilities authorized by this order shall be completed and in 
actual operation should be fixed at 6 months from the date on which this order 
issued. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant, The Ohio Fuel Gas Company, to construct 
and operate the proposed facilities and to transport and sell natural gas as here- 
inbefore described, all as more fully described in the application and supplement 
herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 6 months from the date on which 
this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO ELECTRIC COMPANY, DOCKET NOS. E-6933 AND E-6886 


ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 


(Issued May 11, 1960) 


El Paso Electric Company (Applicant), incorporated under the laws of the 
State of Texas and qualified to do business as a foreign corporation in the 
State of New Mexico, with its principal place of business at El Paso, Texas 
filed an application in Docket No. E-6933 on April 4, 1960, as amended May 2, 
1960, pursuant to Section 204 of the Federal Power Act. Applicant requests 
that the Commission authorize the following transactions: 

(1) the reclassification of its 1,989,673 presently issued and outstanding 
shares of Common Stock, par value of $5 per share, into an equal number of 
shares of Common Stock, without par value; 

(2) the issuance of 132,644 additional shares of its Common Stock, without 
par value, as a stock dividend to the holders cf its Common Stock; and 

(3) the issuance and sale of 52,444 shares of Common Stock, without par 
value, under its Employee Stock Purchase Plan, as amended, in lieu of the 
49,167 shares of $5 par value Common Stock which it may now issue and sell 
thereunder, pursuant to the authorization contained in the Commission’s order 
issued June 18, 1959, in Docket No. E-6886, 21 FPC 837, to issue 50,000 shares 
of Common Stock, par value $5 per share, under the original Employee Stock 
Purchase Plan.’ 


1Under the provisions of the initial Employee Stock Purchase Plan, effective July 1, 
1959, 833 shares of Common Stock were issued as of January 1, 1960. 
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Applicant requests that the proposed issuance and sale of up to 52,444 shares 
of Common Stock, without par value, under the Amended Employee Stock 
Purchase Plan be exempted from the Commission’s competitive bidding require- 
ments pursuant to Section 34.2(k)(2)(ii) of the Commission’s Regulations 
under the Federal Power Act. 

According to the application, the proposed reclassification of Applicant’s Com- 
mon Stock from shares of $5 par value into shares without par value, which will 
be accomplished through amendment of its corporate Charter, is expected to be 
submitted to Applicant’s Common Stockholders for approval on May 9, 1960. 
The surrender and exchange of existing Common Stock certificates will not be 
necessary inasmuch as such certificates will represent the reclassified Common 
Stock, without par value, at the time that the proposed amendment to Appli- 
cant’s Charter becomes effective. 

In connection with the contemplated reclassification, Applicant plans to trans- 
fer the amount of $3,810,820 from its Premium on Common Stock Account to 
its Common Stock Account, thus increasing the latter account to the total 
amount of $13,759,185. 

Applicant proposes to issue the 132,644 additional shares of its Common Stock, 
without par value, to its Common Stockholders on the basis of one new share of 
Common Stock for each fifteen shares of Common Stock held on the record date, 
presently designated as May 19, 1960. No fractional shares or scrip will be 
issued. Holders of fractional-share interests will be given the right until July 
1, 1960, to instruct the Transfer Agent to purchase the additional fractional 
interest necessary to make up full shares or to sell their respective fractiona’ 
interests. 

In connection with the issuance of Common Stock as a stock dividend, Appli- 
cant proposes to transfer from Earned Surplus to its Common Stock Account an 
amount equal to the aggregate value of the shares of Common Stock declared 
as a dividend at the time of such declaration of said dividend on the basis of 
the mean of the bid price of the Common Stock as published by the National 
Quotation Bureau, Inc., on the day preceding the date of the declaration. 

After the declaration and payment of the proposed Common Stock dividend, 
Applicant proposes to issue and sell up to 52,444 shares of Common Stock, 
without par value, under its Employee Stock Purchase Plan, which became ef- 
fective July 1, 1959, as amended, in lieu of the 49,167 shares of Common Stock, 
par value $5 per share, presently reserved for issuance thereunder pursuant 
to the Commission’s authorization in Docket No. E-6886 described above. 

The terms of the Amended Employee Stock Purchase Plan under which eligible 
employees of Applicant participating in the Plan may save regularly by payroll 
deductions and use such savings twice each year to purchase shares of Appli- 
eant’s Common Stock remain substantially the same as the terms of the initial 
Plan set forth in detail in the Commission’s afore-mentioned order issued June 18, 
1959, in Docket No. E-6886. One notable exception is the Option Price for the 
sale of the shares of Common Stock. The Option Price for the Common Stock 
under the amended Plan will be 90% of the average of the bid prices for such 
stock on the over-the-counter market as quoted by The National Daily Quotation 
Service at the date each option is granted, or the last preceding day such quota- 
tions are available, but in no event less than 85% of the mean between the average 
bid and asked prices so quoted on the date the bid price is so determined nor less 
than the par value of such shares.” 


2 Under the proposed plan of reclassification, there no longer will be a stated par value 
for the shares of Common Stock. 
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The application states that the purpose of the proposed reclassification of the 
Common Stock is to simplify Applicant’s balance sheet by eliminating Premiums 
on Capital Stock Accounts and reflecting in Stated Capital the entire investment 
of stockholders in its Capital Stock. The application further states that the 
contemplated issuance of additional Common Stock as a stock dividend will tend 
to broaden the market for Applicant’s Common Stock and increase the salability 
thereof. The net proceeds from the sale of such of the 52,444 shares of Common 
Stock as are sold under the Amended Employee Stock Purchase Plan (estimated 
in the amount of $1,763,000 if the entire issuance is sold) will be applied ultimately 
toward the cost of additions to Applicant’s utility properties. According to in- 
formation available in the Commission’s files, the completion cost of major items 
in Applicant’s current construction program is estimated in the total amount of 
approximately $2,140,000. Such items include a 75,000 kw. generating unit at 
Applicant’s Newman Generating Station, a 115 kv. transmission line from the 
Newman Station to the Austin Substation, and additions to the Rio Grande 
Substation. 

Written notice of the application has been given to the Railroad Commission 
of Texas and the New Mexico Public Service Commission and to the Governor 
of each of those States. Notice of the application also was published in the 
Federal Register on April 21, 1960 (25 F.R. 3496), stating that any person desiring 
to be heard or to make any protest with reference to the application should file a 
petition or protest on or before May 2, 1960, with the Federal Power Commission, 
Washington 25, D.C. No protest, petition or request to be heard in opposition 
to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
201 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore described and set forth in the Commission’s order issued July 14, 1958, 
El Paso Electric Company, Docket No. E-6828, (20 FPC 30). 

(2) The proposed reclassification of Applicant’s 1,989,673 presently issued and 
outstanding shares of Common Stock, par value $5 per share, the proposed is- 
suance of 132,644 additional shares of Applicant’s Common Stock, without par 
value, as a stock dividend, and the proposed issuance and sale of up to 52,444 
shares of Common Stock, without par value, pursuant to the provisions of the 
Amended Employee Stock Purchase Plan, all as described above, will con- 
stitute issuances of securities within the purview of Section 204 of the Federal 
Power Act, 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issues here involved are regulated by a State commission 
within the meaning of Section 204(f) of the Act; and the proposed issuances of 
Common Stock, as described above, are, therefore, not exempt by virtue of that 
Section from the requirements of Section 204 of the Act. 

(4) Good cause has been shown and it is necessary and appropriate for the 
purposes of the Federal Power Act that the Commission’s order issued June 18, 
1959, in Docket No. E-6886 be amended as hereinafter ordered. 

(5) Undér the circumstances of this case, sufficient cause has been shown for 
exempting the proposed issuance and sale of Common Stock under the Amended 
Employee Stock Purchase Plan from the competitive bidding requirements of 
Section 34.la (b) and (c) of the Commission’s Regulations under the Federal 
Power Act. 

(6) The proposed issuances and sales of Common Stock, as hereinafter au- 
thorized will be for a lawful object, within the corporate purposes of Applicant 
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and compatible with the public interest, which is appropriate for and consistent 
with the proper performance of service by Applicant as a public utility, and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed reclassification of Applicant’s 1,989,673 presently issued 
and outstanding shares of Common Stock, par value $5 per share, and the pro- 
posed issuance of 132,644 additional shares of Common Stock, without par 
value, as a stock dividend, upon the terms and conditions and for the purposes 
specified in the application, as described above, are hereby authorized, subject to 
the provisions of this order. 

(B) The terms of the Commission’s order issued June 18, 1959, in Docket No. 
E-6886 are hereby amended to authorize the issuance and sale of up to 52,444 
shares of Common Stock, without par value, under Applicant’s Employee Stock 
Purchase Plan, as amended, in lieu of the 49,167 shares of Common Stock, par 
value $5 per share, which presently can be issued and sold under the original 
Employee Stock Purchase Plan pursuant to that order. 

(C) The proposed issuance and sale of up to 52,444 shares of Common Stock 
under the Amended Employee Stock Purchase Plan are hereby exempted from 
the competitive bidding requirements of Section 34.la (b) and (c) of the Com- 
mission’s Regulations under the Federal Power Act. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline. 


JAKE L. HAMON (OPERATOR), ET AL., DOCKET NO. RI60—60 
ORDER DENYING MOTION FOR ACCEPTANCE OF OFFER OF SETTLEMENT 
(Issued May 11, 1960) 


On April 4, 1960, Jake L. Hamon (Operator), et al. (Hamon), filed an offer 
of settlement of this proceeding, concurred in by the buyer, Lone Star Gas 
Company (Lone Star). For purposes of this order, we shall treat that filing as 
a motion for acceptance of the offer of settlement. This proceeding involves the 
proposed “favored-nation” increased rate of 16.8 cents per Mcf contained in Sup- 
plement No. 1 to Hamon’s FPC Gas Rate Schedule No. 19, applicable to the sale 
to Lone Star of gas produced from N. W. Marlow Field, Stephens County, Okla- 
homa. By order issued herein on January 21, 1960, the said supplement was 
made subject to hearing and was suspended until June 22, 1960, and thereafter 
until made effective in accordance with the Natural Gas Act. 

The proposed offer of settlement provides that if it is approved by the Com- 
mission, Hamon and Lone Star will execute and file certain amendments to the 
basic sales contract on file as Hamon’s FPC Gas Rate Schedule No. 19. The 
proposed amendments include provisions which will eliminate the present 
“favored nation” price provisions and substitute a revised schedule of periodic 
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escalations commencing with the suspended 16.8 cents per Mcf proposed to 
become effective on June 10, 1960, or earlier. Subsequent escalations to 19.0 
cents, 20.1 cents and 21.2 cents per Mcf would occur in July 1968, July 1973 and 
July 1978, respectively. Among the proposed amendments there would also be 
provided the dedication of additional acreage which Hamon “should... . 
have or acquire” in certain Sections of Stephens County, Oklahoma, and the con- 
tract term would be extended approximately one year, to January 1980. 

In support of the proposed schedule of periodic pricing and the proposed 
increased rate of 16.8 cents per Mcf, Hamon submitted no cost data or studies. 
Instead, Hamon relies upon the aforementioned amendments to the basic con- 
tract and his relinquishment of the protections against inflation contained in the 
“favored nation” clause. Hamon also refers generally to rising costs of drilling, 
the “trend to deeper drilling, the trend toward smaller discoveries and the fact 
that the discovery of gas is becoming more and more difficult.” Additionally, 
Hamon cites the 16.8 cents per Mcf initial price for sales of gas to Lone Star from 
the Knox Field certificated in Phillips Petroleum Company, et al., Docket No. 
G-17897, et al., 22 FPC 528. 

Upon consideration of the proposed offer of settlement, we are unable to find 
that the proposed increased rate of 16.8 cents per Mcf has been shown to be 
just and reasonable or that sufficient justification has been adduced to permit 
the proposed changes in the basic sales contract to become effective without sus- 
pension and hearing thereon. 




















The Commission finds: 


Good cause has not been shown and it would not be appropriate in the public 
interest to accept the proposed offer of settlement of this proceeding as filed by 
Hamon herein on April 4, 1960. 


The Commission orders: 





The motion for acceptance of the aforementioned offer of settlement filed 
herein by Hamon on April 4, 1960, is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 




















HOPE NATURAL GAS COMPANY, DOCKET NO. CP60-31 


FINDINGS AND ORDER ISSUING A CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDON MENT 


(Issued May 11, 1960) 





Hope Natural Gas Company (Applicant), a natural-gas company, with its prin- 
cipal place of business in Clarksburg, West Virginia filed an application on 
February 9, 1960, for a certificate of public convenience and necessity, authorizing 
the construction and operation of an 1,100 horsepower compressor unit in its 
Bridgeport Compressor Station located in Harrison County, West Virginia. 

The facilities are to replace two 500 horsepower units which were installed 
in the said station in 1912 and are now so obsolete that parts needed for making 
repairs are no longer obtainable. The proposed installation will become a part 
of the facilities used by the applicant to compress gas into and to take gas out of 
the Bridgeport Storage Field to serve the consumers in various cities and areas 
in West Virginia, all as more fully described in the application. 

The estimated total cost of removing the obsolete equipment and the replace- 
ment of the new unit is $255,000, which cost will be financed from funds on hand. 
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Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 2, 1960 respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff Counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 


herein pursuant to Section 1.30(c) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant is a natural gas company within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of April 27, 1943 
in Docket No. G—290. 

(2) The facilities, proposed to be abandoned, as hereinbefore described and 
as more fully described in the application herein, are used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission and such abandonment is subject to the requirements of Sub- 
section (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by the 
public convenience and necessity and permission and approval therefor should be 
granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used in 
the transportation and sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by the Appli- 
cant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(1), (¢) (3), (e) (4), and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the issuance of the certificate referred to in paragraph (5) 
above and to the exercise of the rights granted thereunder, and that the time 
within which installation of the facilities authorized by this order should be 
completed and the said facilities placed in actual operation should be fixed at 6 
months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for an approval of the abandonment of the facilities herein- 
before described, as more fully described in the application and exhibits in this 
proceeding, is hereby granted to Applicant, 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, as more fully described in the application and exhibits 
in this proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (1), (ce) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regula- 
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tions under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (B) hereof and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations is hereby fixed at 6 months from the 
date on which this order issues. 

(BE) Applicant shall advise the Commission of the date of abandonment of 
the facilities within 10 days of the date of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 




























THE MANUFACTURERS LIGHT & HEAT COMPANY, DOCKET 
NO. CP60-17 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT 


(Issued May 11, 1960) 





The Manufacturers Light & Heat Company (Applicant), a Pennsylvania 
corporation with a principal office in Pittsburgh, Pennsylvania, filed an applica- 
tion on January 27, 1960, as amended on March 29, 1960, pursuant to Section 7 of 
the Natural Gas Act for a certificate of public convenience and necessity author- 
izing Applicant to construct and operate facilities and for authority to abandon 
natural gas facilities on its system located between Marietta, York County, and 
its Waynesburg Compressor Station in Greene County, all in southern Pennsyl- 
vania, as outlined below, and as more fully described in the application on file 
with the Commission. 

Applicant proposes to construct and operate: 


Estimated Cost 





(1) .84 miles of 20-inch pipeline looping existing 12-inch Line No. 
143 and extending east from Waynesburg Compressor Station, 
Greene County, Pennsylvania, to an existing 20-inch loop line and 
83.10 miles of 20-inch pipeline completing the loop line from Point 
Marion, Pennsylvania, to a point in Addison Township, Somerset 
Comnty, *Pennayivanieisi2g8. ue ak i ee a $2, 478, 000 
(2) 70 miles of 20-inch pipeline largely paralleling the existing 
system from Sideling Hill Mountain, Bethel Township, Fulton 
County, Pennsylvania, to Abbottstown (between Gettysburg and 
wosk) «i Penneyivanies cis 2b ote he 8 sl ee ee. $5, 225, 000 





sa a et re a ee $7, 703, 000 

Applicant proposes to abandon: 

133.46 miles of 6-inch line and 131.03 miles of 8-inch line located between 
Sideling Hill, Franklin County and Marietta, York County and the 700 horse- 
power Greencastle Compressor Station, Franklin County, and 1600 horsepower 
State Line Compressor Station, Bedford County, Pennsylvania. 

The applicant states the facilities to be abandoned constitute part of Appli- 
cant’s old “oil line” system in southern Pennsylvania (converted to the use of 
natural gas many years ago) and are to be replaced by the facilities it proposes 
to construct. 
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The proposed facilities are a continuation of Applicant’s program begun in 
1958 of replacing the oil lines with a modern high pressure system designed to 
enable Applicant to serve adequately and efficiently the increasing requirements 
of its eastern markets during the winter of 1960-1961 and thereafter, which 
comprise communities and townships served at wholesale and retail in Franklin, 
Adams and York Counties, Pennsylvania, a large volume industrial customer, 
the Lukens Steel Company near Coatesville, Pennsylvania, its affiliate, Home 
Gas Company, which receives gas from Applicant near Port Jervis, New York, 
for resale in southern New York State and its affiliate, Cumberland and Al- 
leghany Gas Company, for resale in Cumberland and other towns in Maryland. 
Larger towns served by this system are Harrisburg, Gettysburg, York, Reading, 
Lancaster in Pennsylvania; Hagerstown and Cumberland in Maryland; and 
Binghamton in New York. 

Applicant states its eastern markets are presently supplied to some extent 
through its “oil line system”, which consists of various combinations of 6-inch 
and 8-inch looped lines and extending across southern Pennsylvania from Fayette 
County to Chester County, which area is also served by 20-inch lines recently 
authorized in Docket Nos. G-14802 and G-—17555 looping part of the oil line 
system and by its Coatesville-Port Jervis Line which consists principally of a 
20-inch transmission pipeline extending from a connection with Atlantic Sea- 
board Corporation at the Pennsylvania-Maryland state line near Coatesville, 
Pennsylvania, northeast to Port Jervis, New York. 

Applicant further states the requirements of Applicant’s eastern markets are 
estimated as follows: 


Requirements in Mcf 


1960 
Annual 55, 292, 100 
1960-61 
Peat Day G—- GFP Pi ccicieddtnettbuntnad | 277, 293 


Applicant estimates the total capital cost of its proposed facilities at $7,705,000 
to be financed through the issuance and sale of promissory notes and common 
stocks to its parent company, The Columbia Gas System, Inc. (Columbia). 
Columbia has advised Applicant that it will provide the necessary financing in 
the usual manner subject to the approval of the Securities and Exchange 
Commission. 

The pipeline facilities to be abandoned are not to be removed by Applicant. 
They are expected to be sold in place. Salvageable portions of the compressor 
station will be placed in stock. Salvage value of all facilities to be retired is 
estimated at $435,470, credit to fixed capital is $1,701,000 and cost of retiring is 
estimated at $28,700. 

Gas supply is not an issue in the proceeding. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on 
April 27, 1960, respecting the matters involved in, and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 
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The Commission finds: 


(1) Applicant, a Pennsylvania corporation, having its principal place of busi- 
ness in Pittsburgh, Pennsylvania is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be abandoned, as hereinbefore described and 
as more fully described in the application herein, are used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and such abandonment is subject to the requirements of 
subsection (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by the 
public convenience and necessity and permission and approval therefor should 
be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used in 
the transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (c) (1), (ce) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act should attach 
to the certificate issued herein and to the exercise of the rights granted there- 
under, and that the time within which installation of the facilities authorized by 
this order should be completed and the said facilities placed in actual operation 
should be fixed at 6 months from the date on which this order issues. 

(8) A request during the public hearing by Staff Counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 

(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment of the facilities herein- 
before described, as more fully described in the application and exhibits in this 
proceeding, is hereby granted to Applicant. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities here- 
inbefore described, as more fully described in the application and exhibits in this 
proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (c)(1), 
(c) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (B) hereof and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations is hereby fixed at 6 months from the 
date on which this order issues. 

(E) Applicant shall advise the Commission of the date of abandonment of the 
facilities within 10 days of the date of such abandonment. 





t 
j 
j 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THHD OHIO FUEL GAS COMPANY, DOCKET NO. CP60-20 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDON MENT 


(Issued May 11, 1960) 


The Ohio Fuel Gas Company (Applicant), an Ohio corporation with its principal 
place of business in Columbus, Ohio, on February 1, 1960, filed an application as 
supplemented on February 10, 1960, pursuant to Section 7 of the Natural Gas Act 
for (1) a certificate of public convenience and necessity authorizing Applicant to 
replace sections of its existing pipelines in Ohio with a total of 20.8 miles of 414 
to 24-inch O.D. pipelines and (2) to abandon the sections to be replaced with the 
pipelines proposed to be constructed. Authority is also requested to initiate 
retail gas service in the Town of North Robinson, Ohio. 

Applicant proposes six separate projects on various parts of its transmission 
system as hereinafter numerically referred to and states that these projects are 
necessary to assure adequate and economical service to existing markets during 
the winter of 1960-1961 and thereafter. The foregoing are more fully described 
in the application on file with the Commission. 

(1) Applicant proposes to construct and operate approximately 6.3 miles of 
20-inch O.D. transmission line in Medina County, Ohio, replacing 6.8 miles of 
existing 12%-inch O.D. Line L—920 north of the Medina Storage Field, serving the 
Parma area. The estimated cost of construction is $400,000. The existing L-920 
line cannot deliver the estimated increased requirements of the Parma area 
because of the poor condition of the pipeline. Estimated maximum peak day 
requirement of the area in 1961 is 50,000 Mcf while the existing facilities can 
deliver only 35,000 Mcf. Applicant proposes to construct the above facilities in 
order to serve the increasing market requirements and to provide adequate 
outlet for gas available from Medina Storage Field. 

(2) Applicant proposes to construct approximately 3.9 miles of 12%-inch O.D. 
transmission line in Fairfield and Perry Counties, Ohio, replacing an equal 
length of existing 854-inch O.D. Line “H” between Crawford Compressor Station 
and Zanesville. Line H was constructed in 1896 and extended in 1912. The 
estimated cost of proposed construction is $172,000. Because of the limited 
operating pressure of Line H, Applicant proposes the above facilities to complete 
the replacement of this line between Crawford Station and Line H-86. With 
this proposed replacement, Applicant will be able to meet the estimated future 
market requirements of Bremen, New Lexington, Crooksville, Zanesville and 
other markets en route. 

(3) Applicant proposes to construct and operate approximately one mile of 
414-inch O.D. transmission line in Pickaway County, Ohio, replacing an equal 
length of existing 2%-inch O.D. Line Z-3 serving Williamsport. The estimated 
eost of construction is $14,000. The present condition of the line, which was 
constructed in 1908, is such as to prohibit safe and satisfactory leak repairs to be 
made. The increase in pipe size will permit operation at reduced line pressure 
with correspondingly reduced problems of maintenance as compared with that 
in the old line. 

(4) Applicant proposes to construct and operate approximately 1.6 miles of 
514-inch O.D. transmission line in Clark County, Ohio, replacing an equal length 
of existing 314-inch O.D. Line Z—-11 serving New Carlisle. The estimated cost of 
construction is $29,000. Applicant cannot transport the future market require- 
ments for New Carlisle through its existing facilities because of the poor condition 
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of the line and low operating pressure. By replacing the present line with a 
larger sized pipe, Applicant will have the capacity to transport the requirements 
of the New Carlisle market well into the future. 

(5) Applicant proposes to construct and operate approximately 8 miles of 
24-inch O.D. transmission line in Montgomery and Warren Counties, Ohio, replac- 
ing an equal length of existing 18-inch O.D. Line A-75 near Dayton. The total 
cost of construction is $610,000. Line A-75 was constructed in 1948 with used 
pipe. Proposed replacement of Line A-75 will provide the increased capacity 
needed to transport gas from interconnections with Texas Eastern Transmission 
Corporation and Texas Gas Transmission Corporation to the Dayton-Troy-Sidney 
area. This replacement would give Line A-75 higher operating pressure and 
provide flexibility under changing conditions of load and supply. 

(6) Applicant proposes to construct and operate approximately 50 feet of 
234-inch O.D. transmission line in Crawford County, Ohio, to connect a proposed 
tap on Line 0-345 to a distribution regulator station for initial retail service in 
the Town of North Robinson. The estimated cost of the proposed tap is $250.00. 
Applicant states that no transmission cost estimates have been prepared because 
of the minor nature of the proposed construction. Applicant will also construct 
and operate a distribution system in the Town. The distribution facilities will 
consist of approximately 8,900 feet of 2-inch and 114-inch pipe, regulators, service 
connections, house meters and miscellaneous equipment. Peak day requirements 
of North Robinson are estimated at approximately 160 Mcf per day in the third 
year and should have no effect on Applicant’s service to existing customers. 

Based upon retail rates included in a franchise ordinance passed by the council 
of the Town, Applicant estimates its incremental net income after taxes in the 
third year will be $2,552. 

The pipe to be retired in Projects 1, 2, 5 and part of the pipe in Project 4 will 
be removed and salvaged, while the pipe in Projects 3 and part of 4 is to be 
abandoned in place, as estimated cost of removal would exceed the estimated 
salvage value. 

Applicant estimates the total cost of construction of the proposed facilities at 
$1,225,250 with a credit to fixed capital of $403,100. The estimated cost of re- 
tiring the various pipelines is $74,600 with a salvage value of $92,700. 

Applicant states that The Columbia Gas System, Inc., will provide the neces- 
sary funds for the proposed projects which are part of Applicant’s 1960 construc- 
tion program amounting to $14,000,000. Applicant proposes to obtain this amount 
by issuing and selling to Columbia $10,000,000 of twenty-five year Installment 
Promissory Notes and 88,889 shares of its Common Stock ($45 per share). 

Gas supply is not an issue in this proceeding since the facilities are primarily 
for the purpose of enabling Applicant to transport its share of the overall 
Columbia System to its market. 

No one will be deprived of service by the abandonment and transfer of facilities. 

Pursuant to due notice, a public hearing was held in Washington, D.C. on April 
26, 1960, respecting the matters involved in and the issues presented by the appli- 
cation and supplement filed herein. No petition to intervene or protest to the 
granting of the application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and that the Com- 
mission render a decision herein pursuant to Section 1.30(c) (1) of the Commis- 
sion’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, an Ohio corporation, having its principal place of business in 
Columbus, Ohio, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 
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(2) The facilities, proposed to be abandoned, as hereinbefore described and as 
more fully described in the application herein, are used in the transportation and 
sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission and such abandonment is subject to the requirements of Subsection 
(b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by the 
public convenience and necessity and permission and approval therefor should be 
granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be constructed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used in 
the transportation and sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c)(1), (ce) (3), (ce) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act should 
attach to the issuance of the certificate referred to in paragraph (5) above and 
to the exercise of the rights granted thereunder, and that the time within which 
installation of the facilities authorized by this order should be completed and 
the said facilities placed in actual operation should be fixed at 8 months from the 
date on which this order issues. 

(8) A request during the public hearing by staff counsel for the omission 
of the intermediate decision procedure was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for an approval of the abandonment of the facilities here- 
inbefore described, as more fully described in the application and exhibits in 
this proceeding, is hereby granted to Applicant. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, as more fully described in the application and exhibits 
in this proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (1), (c) (3), (¢) (4), and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (B) hereof and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations is hereby fixed at 8 months from 
the date on which this order issues. 

(BE) Applicant shall advise the Commission of the date of abandonment of 
the facilities within 10 days of the date of such abandonment. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, DOCKET NO. E-6932 


ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued May 12, 1960) 


By order issued April 29, 1960, 23 FPC 642, in the above-entitled matter, the 
Commission authorized California Electric Power Company (Applicant) to issue 
and sell at competitive bidding $12,000,000, principal amount of First Mortgage 
Bonds, Series due 1990, subject, among others, to the provisions set forth in 
Paragraph (B) of that order, as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall not 
be consumated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2(k) (3) of the Commission’s Regulations under the Federal Power 
Act relating to compliance with competitive bidding requirements and Section 
34.2(k) (4) of those Regulations relating to affiliation, and shall have either 
filed such amendments or shall have mailed them and advised the Commission 
by telephone and telegram as contemplated by Section 34.9 of the Regulations. 

(ii) The Commission shall have approved the price to be received by Applicant 
for the Bonds and the interest rate thereof, by a further order. 

Subsequent to the issuance of that order, Applicant, by letter amendment filed 
May 10, 1960, requested that the Commission’s order issued April 29, 1960 in the 
above-entitled matter be amended to require that bids be accompanied by deposits 
of $300,000 rather than deposits of $600,000, it being the belief of Applicant that 
this reduction in the amount required for good faith deposits would result in 
slightly lower cost of money. 

Applicant, on May 12, 1960, filed an amendment, pursuant to the requirements 
of the afore-mentioned Commission order, setting forth, among other things, that 
it proposes to accept, as providing the lowest annual cost of money to it, the 
bid of Kidder, Peabody and Co. to purchase the proposed issuance of $12,000,000, 
principal amount of Bonds, for the price of 99.569% of the principal amount 
with an interest rate of 544% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Paragraph 
(B) of the Commission’s order issued April 29, 1960, in the above-entitled matter ; 
and under the bid it proposes to accept for the Bonds, the price to be received 
by Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance of service by Applicant as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(3) Good cause has been shown for reducing the amount of the deposits re- 
quired to accompany bids from $600,000 to $300,000, and the reduction should 
be approved. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 
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(B) The reduction of the amount of the deposits required to accompany bids 
from $600,000 to $300,000 is hereby approved. 

(C) The proposed issuance and sale of Bonds referred to above, upon the terms 
and conditions, and for the purposes specified in the application, as supplemented 
by the amendments referred to above, are authorized, subject to the provisions 
of Paragraphs (D) and (E) of the Commission’s order issued April 29, 1960, 
in this matter. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE CALIFORNIA OREGON POWER COMPANY, PROJECT NO. 704 
ORDER FURTHER AMENDING LICENSE (TRANSMISSION LINE) 
(Issued May 12, 1960) 


Application was filed January 25, 1960 by The California Oregon Power 
Company, licensee for transmission line Project No. 704, for further amend- 
ment of the license for the project located in Siskiyou County, California, and 
Klamath County, Oregon, and affecting revested O & C lands and other lands 
of the United States. 

The application seeks to include in the license a tap line 5,855 feet long from 
a point on the licensed line about 10 miles from COPCO No. 2 substation to a 
66 kv substation adjacent to the Klamath River. According to the applica- 
tion, the tap line will serve customers along the Klamath River and will be 
available for construction of the proposed Salt Caves project when built. 

An Assistant Secretary of the Interior, in reporting on the application, ad- 
vised that the interests of his Department would not be affected adversely by 
the issuance of the proposed amendment. 

The effect of the amendment would be to increase the amount of lands of the 
United States occupied by the project, with a resultant increase in the annual 
charges for the occupancy of such lands from $65.51 to $67.91. 


The Commission finds: 


(1) The afore-mentioned tap line is a primary line as defined in Section 
3(11) of the Federal Power Act, and, therefore, is subject to the licensing 
authority of the Commission. 

(2) The license, further amended as hereinafter provided, will not alter 
any of the basic facts upon which the license was issued, and will not interfere 
or be inconsistent with the purposes of any reservation or withdrawal of public 
lands. 

(3) The increased amount of annual charges to be paid under the license, 
as further amended, for the purpose of recompensing the United States for 
the use, occupancy, and enjoyment of its lands is reasonable as hereinafter 
fixed and specified. 

(4) Exhibit K-3, Sheet 1 (FPC No. 704-15), filed as part of the application, 
conforms to the Commission’s rules and regulations and should be approved 
as part of the license for the project as hereinafter provided. 


The Commission orders: 


(A) The exhibit designated in finding (4) above is approved as part of the 
license for Project No. 704 as further amended. 
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(B) The license for transmission line Project No. 704, as amended, is further 
amended, effective as of April 1, 1960, to include therein the aforementioned 
tap line. 

(C) Article 12 of the license is amended so as to increase the amount of 
annual charges specified therein for the occupancy of lands of the United 
States from $65.51 to $67.91. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of the license. In acknowledgment of the ac- 
ceptance of this amendment of the license, it shall be signed for the licensee 
and returned to the Commission within 60 days from the date of issuance of 
this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 
































THE WASHINGTON WATER POWER COMPANY, PROJECT NO. 2058 
ORDER APPROVING REVISED PROJECT EXHIBIT 


(Issued May 12, 1960) 





On March 30, 1960, The Washington Water Power Company, licensee for major 
Project No. 2058, filed for Commission approval revised Exhibit K, Sheet 6 of 6 
(FPC No. 2058-48) showing the elimination from the project of a 230 kv. tap 
line extending from the Cabinet Gorge Switching Station of Project No. 2058 to 
the Bonneville Power Administration switchyard. The tap line does not occupy 
any lands of the United States. 

It was our understanding at the time we approved the tap line as part of the 
license for Project No. 2058 that the line would be abandoned upon completion by 
the licensee of its Noxon Rapids Project No. 2075 and would be replaced by a new 
tie line with B.P.A. at the Noxon Rapids project. 

By our order issued September 5, 1957 we authorized construction of a new 
230 kv. Noxon Rapids-Cabinet Gorge line with an interconnection with B.P.A. 


The Commission finds: 





Revised Exhibit K, Sheet 6 of 6 (FPC No. 2058-43), which supersedes Exhibit 
K, Sheet 6 of 6 (FPC No. 2058-41) now part of the license, conforms to the 
Commission’s rules and regulations and should be approved as part of the 
license, and the exhibit described herein as being superseded should be eliminated 
from the license—all as hereinafter provided. 


The Commission orders: 


(A) Revised Exhibit K, Sheet 6 of 6 (FPC No. 2058-48) is approved as part 
of the license for Project No. 2058, and the superseded Exhibit K, Sheet 6 of 6 
(FPC No. 2058-41) is eliminated from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


WISCONSIN PUBLIC SERVICE CORPORATION, PROJECT NO. 1966 
ORDER APPROVING REVISED PROJECT EXHIBIT 
(Issued May 12, 1960) 


On April 1, 1960, Wisconsin Public Service Corporation, licensee for major 
Project No. 1966, filed for Commission approval a revised Exhibit L-7 (FPC 
No. 1966-10) for the Grandfather Falls development. 

In letter dated March 30, 1960 transmitting the revised exhibit, licensee stated 
that its 44 kv. transmission system has been strengthened by the addition— 
shown on the revised exhibit—of a parallel bank of transformers consisting of 
two new transformers plus the existing spare transformer. 


The Commission finds: 


Exhibit L-7 (FPC No. 1966-10) conforms to the Commission’s rules and regu- 
lations and should be approved as part of the license and superseded Exhibit 
L-7 (FPC No. 1966-10, now part of the license, should be eliminated therefrom— 
all as hereinafter provided. 


The Commission orders: 


The revised Exhibit L-—7 described in the finding above as conforming to the 
Commission’s rules and regulations is approved as part of the license for Project 
No. 1966, and the Exhibit L-7 described in the same finding as being superseded is 
eliminated from the license for the project. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


HARRY S. BUCKNER, PROJECT NO. 2008 
ORDER ISSUING NEW LICENSE (MINOR) 
(Issued May 13, 1960) 


Application was filed December 7, 1959 by Harry S. Buckner, of Stehekin, 
Washington, for a new license under the Federal Power Act (hereinafter re- 
ferred to as the Act) for constructed minor Project No. 2008 located on Boulder 
Creek in Chelan County, Washington, and affecting lands of the United States 
within the Chelan National Forest. 

The original license for the project was issued to Harry S. Buckner without 
charge for a period of ten years and expired on September 8, 1959. 

The project as presently constructed consists of : 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined ; 

(b) Project structures, comprising intake works, a short ditch, a pipeline about 
2,200 feet long, a small frame powerhouse containing a 25 horsepower Pelton 
water-wheel connected to a 10 kilowatt generator, and a transmission line about 
2,498 feet long ; and 
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(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights and interests, the possession of which is necessary or appropriate 
in the maintenance and operation of the project ; which project lands and project 
works are more specifically shown and described by a certein exhibit forming 
by reference part of the application for new license and which is designated and 
described as: 

Echibit K: (FPC No. 2008-1) A detail map in one sheet, entitled “Hydroelectric 
Power Project for Harry S. Buckner, Stehekin, Washington”, signed on July 17, 
1948 by Harry S. Buckner. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Chelan National Forest, in reporting on the application, 
recommended the renewal of the license with an annual charge of $5.00 for the 
use and occupancy by the project of national forest lands as hereinafter provided. 

An Assistant Secretary of the Interior, in reporting on the application, recom- 
mended the inclusion in any new license for the project of a special condition in 
the interest of fish life in addition to the general provision contained in the 
original license concerning fish and wildlife resources, as hereinafter provided. 

The Department of Fisheries, State of Washington, was invited to report on 
the application, but to date no report has been received. 


The Commission finds: 


(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefore, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Chelan National 
Forest was created or acquired. 

(5) The project occupies 0.63 acres of lands of the United States. 

(6) The installed capacity of the project is less than 100 horsepower and the 
energy generated by the project is used for farm and domestic purposes. 

(7) The amount of annual charges to be paid by the licensee under the new 
license for the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, and for recompensing it for the use, occupancy, 
and enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(8) The exhibit described and designated in the third paragraph of this order 
conforms to the Commission’s rules and regulations and should be reapproved as 
a part of the new license for the project as hereinafter provided. 

(9) It will be in the public interest to waive the terms and conditions con- 
tained in the following sections of Part I of the Act: 

Sections 4(b), except the second sentence thereof; 4(e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the 
Army and to public notice; 6, insofar as it relates to public notice and 
to the acceptance and expression in the license of terms and conditions 
of the Act which are hereinafter waived; 10(a); 10(c), insofar as it 
relates to depreciation reserves; 10(d), 10(f) ; 11; 12; 14, except insofar 
as the power of condemnation is reserved; 15; 18, except insofar as it 
relates to fishways; 19; 20; 22; and 23(a), insofar as it relates to the 
determination of fair value. 
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The Commission orders: 


(A) This new license is issued to Harry S. Buckner, of Stehekin, Washing- 
ton, under Sections 4(e) and 15 of the Act for a period of 10 years, effective 
as of September 9, 1959, for the operation and maintenance of minor Project 
No. 2008 upon Boulder Creek, affecting lands of the United States within the 
Chelan National Forest, subject to the terms and conditions of the Act which 
is incorporated by reference as a part of this license (except that the terms 
and conditions of Part I of the Act referred to in finding (9) above are waived 
to the extent therein specified), and subject to such rules and regulations as 
the Commission has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-7, December 15, 1953, entitled “Terms and Conditions of License for 
Minor Project Affecting Lands of the United States”, 17 FPC 486, which terms 
and conditions are attached hereto and made a part hereof; and subject to the 
following special conditions set forth herein as additional articles: 

Article 15. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, $5.00; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $5.00. 

Article 16. The Licensee shall install either a revolving screen with mesh size 
not coarser than 0.125 inches or a perforated plate on the intake to the conduit 
as may be approved by the U.S. Fish and Wildlife Service. 

(C) Exhibit K (FPC No. 2088-1) is reapproved as part of this new license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313(a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
new license. In acknowledgement of the acceptance of this new license, it 
shall be signed by the Licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and William R. Connole. 


COTTON VALLEY OPERATORS COMMITTEE (OPERATOR), ET AL., 
DOCKET NO. RI60-195, ET AL. 


ORDER AMENDING ORDER ACCEPTING RATE SCHEDULE FOR FILING AND ORDERING HEAR- 
ING ON AND SUSPENDING PROPOSED CHANGE IN RATE, ALLOWING INCREASED RATE 
TO BECOME EFFECTIVE SUBJECT TO REFUND, DENYING MOTION IN PART AND TERMI- 
NATING PROCEEDINGS 


(Issued May 13, 1960) 


On April 11, 1960, Cotton Valley Operators Committee (Operator), et al., 
(CVOC) filed a motion requesting clarification of the Commission order issued 
March 18, 1960, 23 FPC 504, in this proceeding. Petitioners recite that the pur- 
pose of their motion is to obtain clarification from the Commission with respect 
to the scope of the agreement and undertaking to be filed by CVOC in compliance 
with the Commission’s order. 

Petitioners state that their interpretation of the order of March 18, 1960, is 
that the Commission intended the agreement and undertaking to be filed by 
CVOC with its refund obligation, should cover those interest owners who had 
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not made filings with the Commission with respect to the second increase and 
those who had made filings but had not filed motions to make the second 
increase effective. 

On April 21, 1960, Louisiana Nevada Transit Company (Louisiana Nevada) 
the purchaser from CVOC filed an answer to the motion requesting clarification. 
Louisiana Nevada contends that CVOC’s motion although phrased in terms of a 
request for clarification, is in fact a request for modification of the Commission’s 
order of March 18, 1960, as CVOC demonstrated in its motion that it fully under- 
stands the scope of the undertaking and agreement which the Commission’s 
order requires CVOC to file. 

We are concerned here with assuring the refund of any excess charges that 
the Commission may order at some future time in this proceeding. As CVOC 
is the operator in the Cotton Valley Unit, we believe that the public interest 
would best be served by ordering CVOC to file an undertaking and agreement 
that would not only assure refund of any excess charges of the increased rates 
that became effective March 21, 1960, but would also assure refund of any excess 
charges of those interest owners in the Cotton Valley Unit who have previously 
individually collected their increased rates subject to refund. We, therefore, do 
not believe that it would serve any purpose to discuss at this time the merits of 
the contentions and arguments advanced by the parties in this particular mat- 
ter. In order to clarify our order of March 18, 1960, the undertaking and agree- 
ment contained therein in ordering clause (I) on pages 8 and 9 is hereby amended 
to read as follows: 


AGREEMENT AND UNDERTAKING OF COTTON VALLEY OPERATORS COMMITTEE (OPERATOR), 
ET AL. 


Cotton Valley Operators Committee (Operator), et al., hereby agrees and 
undertakes to refund at such times and in such amounts to Louisiana 
Nevada Transit Company as may be required by final order of the Com- 
mission the portion of the increased rates and charges found by the Commis- 
sion in Supplement No. 3 (which includes those co-owners listed in finding 
paragraph (3) of the order of March 18, 1960), and Supplement No. 4 (which 
is applicable to all interest owners in the Cotton Valley Unit including those 
listed in finding paragraph (4) of the order of March 18, 1960, who have 
collected their second increased rates) to Cotton Valley Operators Com- 
mittee’s FPC Gas Rate Schedule No. 1 in this proceeding (Docket No. 
R160-195), not justified together with interest thereon at the rate of 7 per- 
cent per annum on amounts collected subsequent to March 21, 1960, and at 
the rate of 6 percent per annum for those amounts previously collected by 
the individual co-owners from the dates of payment until refunded; to bear 
all costs of any such refunding, to keep accurate accounts in detail of all 
amounts received by reason of the increased rates or charges effective as of 
March 21, 1960, in Docket No. RI60-195 for each billing period, specifying 
by whom and in whose behalf such amounts were paid; and to report 
(original and one copy), in writing and under oath, to the Commission 
quarterly, for each billing period, the billing determinants of natural gas 
sales to Louisiana Nevada and the revenues resulting therefrom as com- 
puted under the rates in effect immediately prior to the effective dates of the 
increased rates, and under the rates and charges allowed to become effec- 
tive, together with the differences in the revenues so computed, and has 
caused this agreement and undertaking to be executed and sealed in its 
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name by its officers, thereupon duly authorized in accordance with the 
terms of the resolution of the committee, a certified copy of which is appended 
hereto, this day of 

Cotton Valley Operators Committee (Operator), et al. 


Secretary 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PAN AMERICAN PETROLEUM CORPORATION, DOCKET NO. G-13118 
ORDER DENYING MOTION TO TERMINATE PROCEEDING 
(Issued May 16, 1960) 


On August 1, 1957, Pan American Petroleum Corporation (Pan American) 
tendered for filing a proposed favored-nations increase in rates of 0.69052¢ per 
Mef from 13.50948¢ to 14.2¢ per Mcf for the sale of natural gas to Texas Eastern 
Transmission Corporation from the Hastings, Turtle Bay, and Chocolate Bayou 
Fields, Brazoria, Galveston, and Chambers Counties, Texas. The tender was 
designated as Supplement Nos. 14 and 15 to Pan American’s FPC Gas Rate 
Schedule No. 8 and, by order issued August 27, 1957, in this proceeding, was sus- 
pended until February 1, 1958, and until such further time as they are made 
effective in the manner prescribed by the Natural Gas Act. Pursuant to an 
appropriate motion filed by Pan American and an order of the Commission issued 
February 14, 1958, the increased rate was made effective as of February 1, 1958, 
subject to refund. 

On May 6, 1958, Pan American filed a motion to terminate this proceeding, 
to vacate the suspension order, and to relieve Pan American of its obligations 
under its agreement and undertaking to refund possible excess charges. By order 
issued June 18, 1958 herein, the Commission denied Pan American’s aforesaid 
motion. 

Subsequently, on March 7, 1960, Pan American filed another motion requesting 
the Commission to terminate this suspension proceeding, to allow the proposed 
increased rates to remain in effect without obligation to refund, and to relieve 
Pan American from its obligations to perform under its agreement and under- 
taking filed herein. In support of this motion, Pan American reiterates its 
arguments stated in its previous motion filed May 6, 1958. In addition, Pan 
American cites rate increases of six other producers in the same area that 
have been allowed to become effective without suspension and the termination of 
three other suspension proceedings involving gas produced in the same area. 
Therefore, Pan American states that, under the policy enunciated by the Com- 
mission in Reef Fields Gasoline Corporation, et al., 19 FPC 351, the Commission 
should grant Pan American’s motion to terminate this proceeding, so as to 
treat Pan American with “equality consonant in the premises.” 

However, of the six instances listed by Pan American wherein increases were 
allowed to become effective without suspension, five of the base rates were below 
the rate involved herein and, in the sixth case, the rate was accepted on the basis 
of cost data filed in support thereof. Of the three listed terminations, two are 
below the rate involved herein and the third was terminated on the basis of an 
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offer of settlement submitted between the producer and the purchaser, which 
was accepted by the Commission. 


The Commission finds: 


The motion filed by Pan American on March 7, 1960 sets forth no new facts 
and no new principles of law which either were not fully considered by the 
Commission when it issued its prior orders herein, or which having now been 
considered warrant any change in or modification of the suspension order issued 
August 27, 1957 in this proceeding. 


The Commission orders: 


Pan American’s aforementioned motion filed on March 7, 1960 for vacation 
of the suspension order issued herein on August 27, 1957, and for termination 
of this proceeding is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE PURE OIL COMPANY, DOCKET NO. G—17329 
ORDER GRANTING IN PART PETITION TO TERMINATE PROCEEDING 


(Issued May 16, 1960) 


On February 1, 1960, The Pure Oil Company (Pure) filed a petition for recon- 
sideration of the Commission's order issued December 31, 1958, in Docket No. 
G-17329, suspending Supplement No. 2 to Pure’s FPC Gas Rate Schedule No. 
36. Supplement No. 2 proposed a redetermined rate increase of 1.0¢ per Mcf from 


15.¢ to 16.¢ per Mcf at 14.65 psia (amounting to approximately $658 per year) 
for the sale of gas to Colorado Interstate Gas Company (Colorado Interstate) 
from the Francis and Neff Units, Keyes Field, Cimarron County, Oklahoma Pan- 
handle. The increased rate of 16.0¢ per Mcf is presently effective subject to re- 
fund pursuant to Commission orders issued December 31, 1958, and June 9, 1959. 

In support of its motion, Pure relates that: (1) The gas produced and sold 
by Pure under its FPC Gas Schedule No. 36 and that sold by Petroleum In- 
corporated (Petroleum), is sold under identical contracts from the same field, 
and in part from the same well to the same purchaser, Colorado Interstate; (2) 
Under supplements to a gas purchase contract dated November 5, 1957, relating 
to sales by Petroleum and by Pure, the fair market price for the five-year 
period beginning January 1, 1959, was determined to be 16¢ per Mcf; (3) Because 
sales under Pure's FPC Gas Rate Schedule began prior to January 1, 1959, Pure 
was required by the Commission’s Regulations to file a change in rate for the 
new contract price of 16¢ per Mcf; (4) Since sales made by Petroleum did not 
commence until January 8, 1959, Petroleum was permitted to file and collect 16¢ 
per Mcf as an initial rate wtihout suspension; (5) In contrast, Pure’s Supple- 
ment No. 2 to its FPC Gas Rate Schedule No. 36 proposing a rate of 16¢ per Mcf 
was suspended and made subject to a public hearing. The disparity constitutes 
unequal treatment where equality should prevail. 

With respect to the gas being sold from the Neff Unit by Pure and Petroleum, 
it appears that the element of time caused the difference in the treatment of the 
two producers; that in this instance, this element should not have decisive weight 
in the determination of lawful rates; that in view of the identical nature of a 
part of the gas being sold, the identical source thereof, and the coownership in 
the Neff Unit, the allowing of one producer’s rate to become effective without 
suspension and refund, while subjecting the other producer’s identical rate of 
16¢ to suspension and public hearing, denies to the latter a certain equality 
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of treatment devoid of any counterbalancing advantage to the public interest 
in the effective administration of the Natural Gas Act. 


The Commission finds: 


In consideration of the public interest and in conformity with effective adminis- 
tration of the Natural Gas Act, good cause has been shown for terminating 
this proceeding in part, for discharging Pure from obligation to refund, and for 
permitting the proposed rate of 16¢ per Mcf in Supplement No. 2 to Pure’s FPC 
Gas Rate Schedule No. 36 to continue in effect insofar as, and only with respect 
to gas produced in the Neff Unit, as hereinafter ordered. 


The Commission orders: 


(A) Commission orders issued herein on December 31, 1958, and June 9, 1959, 
suspending Supplement No. 2 to Pure’s FPC Gas Rate Schedule No. 36, subject- 
ing the proposed increased rate therein to a public hearing and subsequently 
permitting said supplement to become effective subject to refund, are hereby 
vacated in part by amendments in such manner as to exempt the gas produced 
and sold by Pure from the Neff Unit, from the force and effect of the above- 
identified orders. Sales of natural gas by Pure from the Neff Unit shall continue 
in effect without subjection to public hearing and without obligation to refund. 

(B) Pure shall file with the Commission copies of a billing statement for 
the first month of service from the Neff Unit, subsequent to the issuance of this 
order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SALT DOME PRODUCTION COMPANY, DOCKET NOS. G-—11308, G-—13509, 
G-16655, AND G-—19769 


ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDINGS 
(Issued May 17, 1960) 


On April 18, 1960, Salt Dome Production Company (Salt Dome) tendered for 
filing an Offer of Settlement, pursuant to Section 1.18 (e) of the Commission’s 
Rules of Practice and Procedure, involving jurisdictional sales of natural gas 
by Salt Dome to Texas Eastern Transmission Corporation (Texas Eastern) 
under Salt Dome’s FPC Gas Rate Schedule No. 3, and supplements thereto. 
Salt Dome’s rate filings which are the subject of the Offer of Settlement are as 
follows: 

Salt Dome has made four proposed increased rate filings subsequent to its 
last proposed increased rate which by Commission order was permitted to become 
effective on November 1, 1955. 

In the first of the four proposed increased rate filings, designated Supplement 
No. 10 to Salt Dome’s FPC Gas Rate Schedule No. 3, Salt Dome on September 
27, 1956, tendered for filing an increased rate of 13.3¢ per Mcf plus tax reimburse- 
ment of .1701¢ per Mcf. By order issued October 29, 1956, in Docket No. G—11308, 
Salt Dome’s proposed increased rate was suspended and deferred until April 
1, 1957, and until such further time as it might be made effective in the manner 
prescribed by the Natural Gas Act. Said supplement subsequently became 
effective subject to refund on April 1, 1957. 

On September 30, 1957, Salt Dome tendered for filing Supplement No. 13 to its 
FPC Gas Rate Schedule No. 3 providing for an increased rate of 14.4¢ per Mcf. 
By Commission order, in Docket No. G—13509, said supplement was suspended 
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and its use deferred until April 1, 1958, and until such further time as it might 
be made effective in the manner prescribed by the Natural Gas Act. Said 
supplement subsequently became effective subject to refund on April 1, 1958. 

On September 18, 1958, Salt Dome tendered for filing Supplement No. 14 to 
its FPC Gas Rate Schedule No. 3, providing for an increased rate of 14.6¢ per 
Mcf. By order issued October 30, 1958, in Docket No. G-16555 the Commission 
suspended and deferred the use of said supplement until April 1, 1959, and until 
such further time as it might be made effective in the manner prescribed by the 
Natural Gas Act. This supplement was placed in effect subject to refund on 
April 1, 1959. 

Subsequent thereto, Salt Dome tendered for filing Supplement No. 15 to its 
FPC Gas Rate Schedule No. 3 providing for an increased rate of 14.8¢ per Mcf. 
By order issued on October 23, 1959, in Docket No. G—-19769, the Commission 
suspended and deferred the use of said supplement until April 1, 1960, and until 
such further time as it might be made effective in the manner prescribed by the 
Natural Gas Act. 

In its Offer of Settlement, Salt Dome states that it is willing to amend its basic 
contract, dated June 19, 1952, and designated its FPC Gas Rate Schedule No. 3, 
with Texas Eastern as provided in Appendix “A” attached thereto. Salt Dome 
agrees to eliminate the favored-nation provision and price redetermination pro- 
vision from its basic contract of June 19, 1952, and to include in said contract 
in lieu thereof the provisions contained in Appendix “A.” Salt Dome proposes 
to amend its basic contract by including a provision providing for three periodic 
rate increases of 1¢ per Mcf, to occur at five-year intervals commencing on No- 
vember 1, 1963. Salt Dome agrees to withdraw its filing of the 14.8¢ per Mcf 
increased rate in Docket No. G—19769 and seeks to be made effective, subject to 
the provisions heretofore stated, a rate of 14.6¢ per Mcf. Under these conditions, 
Salt Dome requests the proceedings in Docket Nos. G—11308, G-13509, G-16655 
and G—19769 be terminated. 

In support of its Offer of Settlement, Salt Dome states that the favored-nation 
provision and the price redetermination provision of its basic contract were im- 
portant elements in its executing a long-term commitment of its gas reserves. 
Salt Dome states that these provisions provided Salt Dome protection against 
inflation and increased valuation of gas during the more than 20-year contract 
term and were included in the contract after arm’s-length negotiation. 

In addition, Salt Dome states that the proposed price of 14.6¢ per Mcf, which 
is the base price offered as the basis of this settlement, is reasonable and a fair 
current price for the gas being produced and delivered under the contracts herein 
involved; that such price is far below the level of prices in contracts recently 
negotiated for gas being produced in the same area; and that gas is being pur- 
chased from fields in the near vicinity of that from which the gas sold under its 
contract is produced, under contracts which provide for a price in excess of that 
stated above. 

Texas Eastern has concurred in the Offer of Settlement and has agreed, in 
the event the offer is accepted by the Commission, to make the necessary con- 
tract changes or amendments provided for in the Offer of Settlement. 

In our judgment, settlement of this proceeding in accordance with the Offer 
of Settlement is in the publie interest and appropriate to carry out the provi- 
sions of the Natural Gas Act. Salt Dome is proposing to eliminate its favored- 
nation clause and price redetermination provision from its contract with Texas 
Eastern involved herein, to waive all its future rights and benefits thereunder, 
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and to substitute schedules of three periodic escalations at 5-year intervals 
occurring in November 1963, November 1968 and November 1973 in lieu of the 
present schedules of annual escalations under this contract. 

The proposed Offer of Settlement would be beneficial to the public and ad- 
vantageous to all concerned, by relieving the Commission, the producers and 
Salt Dome, as well as customer companies, of the time and expense which 
might be necessary to the conduct of formal hearings in such rate cases as 
might otherwise arise under the favored-nation and price redetermination pro- 
visions of the contract. The resulting stability in gas costs would be welcome 
to all segments of the natural gas industry. Furthermore, freeing the Com- 
mission from the need of considering such proposed increases would enable us 
to concentrate our efforts on other rate cases and other matters having possibly 
more serious consequence for the public and the consumer. 

However, we desire to make it clear that acceptance of this Offer of Settle- 
ment shall not be construed as approval of any future increased rates proposed 
by Salt Dome under the fixed escalation provisions or otherwise. 


The Commission finds: 


(1) The proposed settlement of these rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Salt Dome 
with the Commission on April 18, 1960, and in Appendix A* attached to this order, 
is in the public interest and appropriate to carry out the provisions of the Natural 
Gas Act and should be approved by the Commission and made effective as 
hereinafter ordered. 

(2) Good cause exists for permitting the 14.6¢ per Mcf rate contained in 
Supplement No. 14 to Salt Dome’s FPC Gas Rate Schedule No. 3, and suspended 
by Commission order issued October 30, 1958, to continue in effect without ob- 
ligation to refund, subject, however, to the terms and conditions of the Offer of 
Settlement as hereinafter ordered; and for terminating the proceedings in 
Docket Nos. G—11308, G—13509, G—16655, and G—19769. 

The Commission orders: 


(A) The Offer of Settlement filed by Salt Dome on April 18, 1960, is hereby 
accepted in accordance with the provisions of this order. 

(B) Salt Dome shall execute with Texas Eastern, in accordance with Appendix 
A attached hereto, amendments to these parties’ Gas Purchase Contract dated 
June 19, 1952, as amended, filed with the Commission as Salt Dome’s FPC Gas 
Rate Schedule No. 3. 

(C) Salt Dome shall, within 30 days from the date of issuance of this order, 
file with the Commission as a supplement to the aforesaid FPC Gas Rate Schedule 
No. 3 under Part 154 of the Commission’s Regulations under the Natural Gas 
Act, the executed agreement with Texas Eastern required by paragraph (B) 
above. 

(D) In accordance with the terms of the Offer of Settlement, Salt Dome is 
hereby permitted to withdraw its proposed increased rate of 14.8¢ per Mcf 
contained in Supplement No. 15 to its FPC Gas Rate Schedule No. 3 and sus- 
pended by the Commission’s order issued October 23, 1959, in Docket No. G—19769. 

(E) Salt Dome’s proposed increased rate of 14.6¢ per Mcf contained in Supple 
ment No. 14 to its FPC Gas Rate Schedule No. 3 and suspended by the Commis- 
sion’s order issued October 30, 1958, in Docket No. G—16655, is hereby permitted 
to continue in effect without obligation to refund: Provided, however, that Salt 
Dome makes a satisfactory filing in accordance with paragraph (C) above. 


*Omitted in printing. 
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(F) The proceedings in Docket Nos. G—13308, and G—13509 are hereby termi- 
nated, with Salt Dome being relieved of any obligations to refund in said 
proceedings. 

(G) The proceedings in Docket No. G—19769 are hereby terminated insofar 
as they pertain to Supplement No. 15 to Salt Dome Production Company FPC Gas 
Rate Schedule No. 3. 

(H) The acceptance of this Offer of Settlement is without prejudice to any 
findings or determinations that may be made in any proceeding now pending or 
hereafter instituted by or against Salt Dome. 

Commissioner Connole dissenting because of the lack of finding of justness and 
reasonableness. (Amarillo-Borger Express, Inc., v. United States, 1388 F. 
Supp. 411) 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-19040; PERMIAN 
BASIN PIPELINE COMPANY, DOCKET NO. G-19041 


ORDER DENYING MOTION FOR RECONSIDERATION OF ORDER GRANTING LIMITED 
INTERVENTION 


(Issued May 19, 1960) * 


On April 22, 1960, Northern Natural Gas Company (Northern) and Permian 
Basin Pipeline Company (Permian) filed a motion for reconsideration’ re- 
questing that the Commission revoke its order issued April 6, 1960, 23 FPC 580, 
granting limited intervention to the Fuels Research Council, Inc., National Coal 
Association, United Mine Workers of America, Mid-West Coal Producers Insti- 
tute, Inc., Upper Lake Dock Coal Bureau, Inc., and the Chesapeake and Ohio 
Railway Company (hereinafter referred to collectively as “Coal Interveners”). 

On December 31, 1959, the “Coal Interveners” filed a joint petition for leave 
to intervene in these proceedings, which concern the lawfulness of rates, charges, 
classifications and services contained in the FPC Gas Tariffs of Northern and 
Permian, as proposed to be amended. On January 11, 1959, Northern and 
Permian filed an answer and objection to the said joint petition for leave to 
intervene. 

The Commission by its order issued February 5, 1960, 23 FPC 302, denied the 
“Coal Interveners’ ” joint petition to intervene in these proceedings. The Com- 
mission concluded that the “Coal Interveners” had not shown that they had an 
interest in these proceedings of such nature that their participation therein as 
interveners would be in the public interest, or that other good cause existed for 
the granting of their joint petition. 

On February 9, 1960, hearing in the above-entitled proceedings commenced and 
continued until February 11, 1960, during which time the direct cases of North- 
ern and Permian were presented. In their direct presentations, Northern and 
Permian have introduced into the record, in support of the proposed increased 
rates, testimony and related exhibits of certain witnesses concerning, among 


*Motion for reconsideration filed by Central Natural Gas Co. denied by order issued 
July 29, 1960. Petition for review dismissed, 288 F. 2d 441 (CA3-1961). 

21 Northern and Permian submitted a document entitled “Application for Rehearing, Re- 
consideration and Revocation of Order Granting Intervention” which has been accepted 
for filing as a motion for reconsideration pursuant to Section 1.12 of the Commission’s 
Rules of Practice and Procedure. An “Application for Rehearing” of an interlocutory 
order such as here involved may not properly be filed. (Section 1.30(e) of the Rules.) 
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other things, the competitive situation as between sales of interruptible gas and 
coal, amounts of natural gas displaced by dump coal, and data to indicate trans- 
portation and mining costs. 

Thereafter, on March 7, 1960, the “Coal Interveners” filed an application “For 
Rehearing, Reconsideration and Revocation” of the Commission’s order, issued 
herein on February 5, 1960, denying their joint petition to intervene. In their 
application the “Coal Interveners” aver, inter alia, that Northern and Permian 
have introduced a substantial amount of evidence concerning the competitive 
relationship of interruptible gas and coal solely to justify their proposed rate 
filings ;? that Northern’s rate tilt is designed specifically to drive coal from the 
off-peak industrial markets; that only Northern has been heard on its allegation 
that the competitive fuel situation justifies Northern’s departure from the long 
accepted Commission standards; and that such interveners are persons who are 
threatened with financial loss through the increased competition that will follow 
any order issued herein approving the rate tilt proposed by Northern and 
Permian. 

The Commission, upon reconsideration of the “Coal Interveners” petition to 
intervene, Northern and Permian’s answer and objection thereto, the introduc- 
tion into the record by Northern of a substantial amount of evidence relating to 
the competitive relationship of interruptible gas and coal, and the joint applica- 
tion for rehearing filed thereafter by the “Coal Interveners”, issued an order on 
April 6, 1960, vacating its order of February 5, 1960, and granted limited inter- 
vention to the “Coal Interveners” in the proceedings in Docket Nos. G—19040, 
and G—19041 as follows: 


* * * such limited intervention shall include only that phase of the pro- 
ceedings dealing with the issue of the competitive positions of natural gas 
and coal in the industrial off-peak market and Northern’s proposal to reflect 


that competitive situation by increasing only the demand component of its 
rates, * ° ® 


Northern and Permian contend in their motion for reconsideration filed April 
22, 1960, that, “the Commission erred in granting intervention to the ‘Coal 
Interveners’ as such ‘Associations’ have no standing to bring suit to enforce 
causes of action that belong to the individual members of the ‘Association’.” 
The contention was aptly answered by the Court in National Coal Ass’n. v. 
Federal Power Commission, 1951, 89 U.S. App. DC 135, 191 F. 2d 462. This 
case involved an action filed pursuant to Section 19(b) of the Natural Gas Act 
whereby the National Coal Associations and others, substantially the same 
parties as the “Coal Interveners” in these proceedings, filed petitions for review 
of an order of the Federal Power Commission granting a certificate of public 
convenience and necessity for the construction of a gas pipe line. The fact 
that this case concerns the granting of a certificate of public convenience and 
necessity and not the determination of the justness and reasonableness of 
proposed increased rates has no relevance to the issue of whether the “Coal In- 
terveners” as “Associations” have standing to act on behalf of the individual 
members of the “Associations” before the Federal Power Commission. 


2? Northern in the instant proceedings is seeking an increase in the demand component 
of its CD-1, CD-2, CD-3, CD-B and PL-3 Rate Schedules contained in its FPC Gas 
Tariff First Revised Volume No. 1 and at the same time leaving the commodity compo- 
nent of the above designated Rate Schedules at their present level; thus loading the entire 
proposed rate increase on the demand charges. 
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The following statement by the Court in the National Coal Ass’n. case suc- 
cintly answers this contention of Northern and Permian. 


We treat petitioners [National Coal Ass’n. et al.] intervention below and 
appeal here as in representative capacity—in behalf of those of its members 
who will allegedly be affected by the order.* 


Northern and Permian further contend that the “Coal Interveners” did not 
make any showing or allegation of specific injury to any specific producer, trans- 
porter or seller of coal, but merely made a statement of injury on behalf of 
the councils, association, and the like, which are not engaged in the production 
or sale of coal. The “Coal Interveners” in their joint petition for rehearing 
filed March 7, 1960, stated that, “As a result of this filing of rates your peti- 
tioners will be subject to serious and substantial losses in revenues and income 
by reason of displacement of large tonnages of coal by gas.” A more specific 
allegation of injury to the various members as represented by the “Coal In- 
terveners” could only be made upon the opportunity to contest the allegations 
and conclusions included in the testimony and related data submitted in evi- 
dence by Northern and Permian relative to the competitive situation between 
interruptible gas and coal, and in addition, upon the opportunity to submit 
evidence in answer to such allegations and conclusions. 

Northern and Permian state that the determination of just and reasonable 
rates in a proceeding pursuant to Section 4 of the Natural Gas Act involves 
solely a balancing of investor and consumer interests and that the adverse 
effect, if any, on competing fuels is not a factor which the Commission may 
consider under the Natural Gas Act. Northern is seeking to increase the rates 
applicable to the demand component of its sales of gas and at the same 
time leaving the commodity component of its rate schedules at the present level. 
In support of this position Northern has introduced, as stated previously, 
a substantial amount of testimony and data concerning the competitive situa- 
tion as between interruptible gas and coal. In order to determine whether 
the alleged deviation from Commission principles in determination of lawful 
rates and the alleged rate tilt resulting therefrom are justified, it is appropriate 
that affected parties be given opportunity to contest the conclusions advanced 
by Northern, through cross-examination of Northern’s witness and by the pres- 
entation of pertinent evidence, if they so desire. 

It would be improper for the Commission to consider only the evidence 
introduced by Northern relating to the competitive relationship between coal 
and gas in support of its alleged rate tilt without providing an opportunity 
to the parties directly affected to contest the allegations and conclusions 
concerning their [Coal Interveners] own industry. 

Therefore, it is the considered opinion of the Commission that the interven- 
tion of the “Coal Interveners” in these proceedings would be in the public 
interest. Under Section 15(a) of the Natural Gas Act the Commission has 
the authority to permit the intervention of such persons as the National Coal 
Ass’n. where such intervention is deemed to be in the public interest. Section 
15(a) of the Natural Gas Act reads as follows: 


* * * In any proceeding before it, the Commission in accordance with 
such rules and regulations may prescribe, may admit as a party any in- 
terested State, State commission, municipality or any representative of 
interested consumers or security holders, or any competitor of a party to 
such proceeding, or any other person whose participation in the proceed- 
ing may be in the public interest. (Emphasis added.) 


$191 F. 2d at page 464. 
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Section 2 dealing with definitions reads as follows: 
Section 2 when used in this act, unless the context requires— 
(1) “Person” includes an individual or a corporation. 
(2) “Corporation” includes any corporation, joint-stock company, partner- 
ship, association, * * *. 

On April 29, 1960, several of the interveners* filed a joint motion for recon- 
sideration ° of the Commission’s order issued herein on April 6, 1960. The inter- 
veners in their joint motion adopt and include by reference the arguments and 
conclusions set forth in the joint motion for reconsideration filed by Northern 
and Permian on April 22, 1960. In addition, on May 2 and May 4, 1960 North- 
western Public Service Company and Iowa-Illinois Gas and Electric Company, 
respectively, filed a similar motion for reconsideration® and also adopt and 
include by reference the arguments and conclusions advanced by Northern and 
Permian in their joint motion for reconsideration. 


The Commission finds: 


Northern and Permian’s joint motion for reconsideration filed herein on April 
22, 1960 and the several motions for reconsideration filed herein on April 29, 
May 2 and May 4, 1960, by the various interveners in the proceedings in Docket 
Nos. G—19040 and G—19041, set forth no new matters or principles of law which 
were either not fully considered by the Commission when it issued its order 
herein on April 6, 1960, or which, now being considered, warrant either the 
vacation or modification of such order. 


The Commission orders: 


The joint motion for reconsideration filed herein by Northern and Permian 
on April 22, 1960, and the above-designated motions for reconsideration filed 
hereip by the various interveners on April 29, May 2 and May 4, 1960, are denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SOUTH CAROLINA ELECTRIC & GAS COMPANY, DOCKET NO. E-6468 


ORDER MAKING RECORDS AVAILABLE FOR PUBLIC REFERENCE 
(Issued May 19, 1960) 


On May 10, 1960, South Carolina Electric & Gas Company made a request 
under Section 1.36(e) of the Commission’s Rules of Practice and Procedure for 
a copy of an engineering report prepared in the fall of 1957 by certain staff 
members in the Commission’s Atlanta Regional Office concerning headwater 
benefits to the Stevens Creek Project of South Carolina Electric & Gas Company 


*Central Electric and Gas Company, City of Duluth, Minnesota; Interstate Power Com- 
pany; Iowa Electric Light and Power Company; Iowa Power and Light Company; Iowa 
Public Service Company; Iowa Southern Utilities Company; Metropolitan Utilities Dis- 
trict; Minneapolis Gas Company, City of Minneapolis, Minnesota; Minnesota Valley Nat- 
ural Gas Company ; City of Northfield, Minnesota ; North Central Public Service Company ; 
Northern States Power Company (Minn.-Wisc.) ; Town of Remsen, Iowa; Superior Water, 
Light and Power Company; State of Minnesota, City of St. Paul, Minnesota. 

5A document was submitted entitled “Application for Rehearing, Reconsideration and 
Revocation of Order Granting Intervention” which has been accepted for filing as a mo- 
tion for reconsideration pursuant to Section 1.12 of the Commission’s Rules of Practice 
and Procedure. An “Application for Rehearing” of an interlocutory order such as here 
involved may not properly be filed. (Section 1.30(e) of the Rules). 
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attributable to the upstream Clark Hill Project of the United States on the 
Savannah River. 

These engineering studies, which have been referred to as a report, are 
preliminary in nature and usually are not made part of the public files and 
records of the Commission. However, such studies were, in effect, made public 
information by a discussion of them, in part, by the Commission’s Regional 
Engineer in the Atlanta Office in his letter of November 22, 1957 to the Company, 
in which he concludes by referring to them as an “initial study.” 

It appears that the studies requested by the Company are one of three pre- 
liminary studies made by members of the Commission’s staff in its Atlanta 
Office dated July 11, 1957, November 22, 1957, and August 8, 1958, respectively, 
and all of them will be made available for public reference. Additional engi- 
neering studies made in part in the Atlanta Office and in part in the Washington 
Office of the Commission have been made available for public reference. These 
additional studies are designated Exhibits 1, 2 and 3 in the record in the pro- 
ceeding in Docket No. E-6468. 


The Commission finds: 


It is appropriate that the above-described preliminary engineering studies 
be made available for public reference. 


The Commission orders: 


(A) The preliminary engineering studies dated July 11, 1957, November 22, 
1957, and August 8, 1958, in Docket No. E-6468, are made part of the Com- 
mission’s files and records available for public reference. 

(B) This order making the aforesaid engineering studies available for public 
reference shall not be construed as passing on the relevancy or materiality 
of any matter or matters contained in such studies with respect to any of the 


issues in the investigation in Docket No. E-6468 under Section 10(f) of the 
Federal Power Act. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


APPALACHIAN POWER COMPANY, DOCKET NO. E-6918 
ORDER DISMISSING PETITION FOR DECLARATORY ORDER 


(Issued May 23, 1960) * 


On December 15, 1959, Appalachian Power Company (Appalachian) filed 
with this Commission a petition pursuant to Section 1.7 of the Commission’s 
Rules of Practice and Procedure for a declaratory order determining that Com- 
mission Order No. 216, issued October 22, 1959,’ was improperly promulgated and 
materially changed Order No. 204 issued May 29, 1958.” 

Appalachian would have us invalidate Order No. 216 because it was issued 
without notice, opportunity for comment, or hearing, and thereby affected peti- 
tioner’s substantive rights. But the fact is that Order No. 216 did not effect any 
substantive or material changes in Order No. 204. It merely interpreted the 
wording of the first paragraph of Order No. 204. It is not subject to the hearing 


*Rehearing denied by order issued July 8, 1960. 
1 Reported at 22 FPC 734. 
2 Reported at 19 FPC 837. 


we ae a -_ ee 2. ee, 
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and notice requirements of either the Administrative Procedure Act or the Federal 
Power Act. It was validly promulgated pursuant to these statutes. 


The Commission finds: 


There is no need for a declaratory order under Section 1.7(c) of the Commis- 
sion’s Rules of Practice and Procedure; there being no uncertainty as to the 
validity of Order No. 216. Therefore, good cause appears for dismissing the 
petition of Appalachian Power. 


The Commission orders: 


The petition of Appalachian Power Company filed December 15, 1959, is hereby 
dismissed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CHUGACH ELECTRIC ASSOCIATION, INC., PROJECT NO. 2262 
ORDER ISSUING PRELIMINARY PERMIT 
(Issued May 23, 1960) 


Application was filed April 20, 1959 and revised on October 26, 1959 by Chugach 
Electric Association, Inc. (Applicant), of Anchorage; Alaska, for a preliminary 
permit under Section 4(f) of the Federal Power Act (Act) for proposed Project 
No. 2262 to be located on Ptarmigan and Grant Lakes and Falls Creek, with 
the powerhouse on Lower Trail Lake, all tributaries to Kenai Lake and River, 
on the Kenai Peninsula about one mile east of Moose Pass on the Seward- 
Anchorage highway 50 miles south of Anchorage, Third Judicial Division, State of 
Alaska, and affecting lands of the United States within Chugach National Forest. 

As described in the application, the proposed project would consist of: (1) A 
dam at the outlet of Grant Lake, 100 feet high and 900 feet long raising the 
normal lake elevation 70 feet and providing 150,000 acre-feet of usable power 
storage at maximum power pool elevation of 770 feet; (2) A dam at the outlet 
of Ptarmigan Lake raising the normal level to a maximum power pool at eleva- 
tion 770 feet to correspond to the Grant Lake elevation and providing 20,000 
acre-feet of usable power storage; (3) A dam at a point where an equalizing 
tunnel between Grant and Ptarmigan Lakes crosses Falls Creek, diverting water 
from that Creek into the tunnel in the amount of approximately 35,000 acre-feet 
per year; and (4) A powerhouse on Lower Trail Lake containing 2-9,000 KW. 
generating units (24,000 horsepower), connected by penstock to Grant Lake or 
& powerhouse with the same capacity located on the lower end of Lower Trail 
lake connected by penstock to the tunnel which connects Grant Lake and 
Ptarmigan Lake. 

According to the application, the power generated by the proposed project 
would be distributed through Applicant’s transmission system currently under 
construction in connection with Applicant’s development of licensed Project No. 
2170. 

The Department of Fish and Game, State of Alaska, in commenting on the 
application, expressed concern respecting the salmon spawning and sport fishing 
areas of Ptarmigan and Grant Creek, and requested that any permit issued 
include requirements for maximum cooperation by the permittee in providing 
required minimum flows throughout the year. The Department also requested 
that the permittee be required to plan and cooperate with the Department and 
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the United States Fish and Wildlife Service in developing plans least harmful 
from the standpoint of fish and game—all as hereinafter provided. 

The Assistant Chief of Civil Works for Northwestern Divisions, Office of the 
Chief of Engineers, Department of the Army, in commenting on the application, 
stated that the application would have no effect on the interests of the Corps of 
Engineers and offered no objection to issuance of a permit for the proposed 
project. 

An Assistant Secretary of the Interior commented on the application in the 
interests of his Department, and recommended for inclusion in any permit issued 
certain special conditions in the interests of protecting salmon spawning grounds 
and associated sport fishery resources of the Kenai watershed; to provide for 
archaeological survey and saivage work prior to any construction and flooding at 
both Ptarmigan and Grant Lakes; and to provide for consultation by the per- 
mittee with the Alaska Railroad in view of possible effect of power line 
construction on the communications of that Railroad—all as hereinafter provided. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Chugach National Forest, in commenting on the application, 
state that the terms and conditions usually included in permits for such 
projects, plus a special condition, will be adequate to protect the national forest 
interests during the term of the permit—all as hereinafter provided. 

Applicant requests a preliminary permit for a period of 36 months. It appears 
appropriate, however, that the initial period of the permit should be 24 months 
as hereinafter provided. 

No construction is authorized under a preliminary permit. A permit gives 
permittee, during the period of the permit, the right to priority of application for 
license while the permittee undertakes the necessary studies and examinations, 
including the preparation of maps and plans, in order to determine the economic 
feasibility of the proposed project, the means of securing the necessary financial 
arrangements for construction, the market for the project power, and all other 
information necessary for inclusion in an application for license, should one be 
filed. 

The Commission finds: 

(1) Applicant is a corporation organized under the laws of the Territory (now 
State) of Alaska. 

(2) Public notice of the application has been given as required by the Act. No 
formal protests have been filed. No conflicting application is before the 
Commission. 

(3) The proposed project will affect lands of the United States, but will not 
affect any Government dam, and no reason is apparent at this time for develop- 
ment of the proposed project by the United States. 


The Commission orders: 


(A) This preliminary permit is issued to Chugach Electric Association, Inc., 
(hereinafter referred to as the Permittee), for a period of 24 months, effective 
as of May 1, 1960, for the sole purpose of maintaining priority of application for 
license for Project No. 2262, to be located on Ptarmigan and Grant Lakes and 
Falls Creek, with the powerhouse on Lower Trail Lake, all tributaries to Kenai 
Lake and River, on the Kenai Peninsula, Alaska, and affecting lands of the United 
States within Chugach National Forest, subject to the terms and conditions of 
the Act, which is incorporated by reference as a part of this permit, and subject 
to such rules and regulations as the Commission has issued or prescribed under 
the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, entitled “Terms and Conditions of Preliminary Permit” (16 FPC 1303-1305), 
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which terms and conditions (designated as Articles 1 through 8) are attached 
hereto and made a part hereof; and further subject to the following special condi- 
tions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of this preliminary permit to the Regional Forester, U.S. 
Forest Service, Juneau, Alaska, having supervision over the project, or to such 
other officer as the Commission may designate, accurate statements of the work 
accomplished during the period, and of the work contemplated under the prelimi- 
nary permit for the ensuing period. 

Article 10. The Permittee shall, during the period of the permit cooperate with 
the U.S. Fish and Wildlife Service and the Alaskan Department of Fish and 
Game with the specific intent of developing a plan which will cause the least 
damage to fish and wildlife resources, with the primary consideration being 
given to maintenance of flows in the lower three miles of Ptarmigan Creek and 
lower one-half mile of Grant Creek that are adequate for the environment 
requirements of fish life, and of devising such mitigation measures as may be 
desirable and reasonable. 

Article 11. The Permittee shall cooperate with the National Park Service 
concerning the archaeological survey and salvage work that may be required in 
the project area. 

Article 12. The Permittee shall consult with the Alaska Railroad to eliminate 
any detrimental effects of the transmission line on the communications system 
of the railroad. 

Article 18. The Permittee shall, prior to undertaking any investigation work 
under this preliminary permit on national forest lands, consult with the regional 
forester, United States Forest Service, Juneau, Alaska, or his representative, as 
to reasonable requirements relative to operations, field surveys and explorations, 
and shall abide by such requirements; and shall cooperate with the United States 
Forest Service during the period of this permit to develop a plan for alleviation of 
damage to, and achieving maximum utilization of national forest resources 
insofar as affected by the proposed project. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the Act, 
and failure to file such an application shall constitute acceptance of this prelimi- 
nary permit. In acknowledgment of the acceptance of this preliminary permit, 
it shall be signed for the Permittee and returned to the Commission within 60 
days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CONSUMERS NATURAL GAS CORPORATION, DOCKET NO. G-11774 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE AND 
DELIVERY OF NATURAL GAS 


(Issued May 23, 1960) 


Consumers Natural Gas Corp. (Applicant), an Indiana corporation, having 
its principal place of business in Marion, Indiana, filed on January 23, 1957, an 
application, and on January 4, 1960, an amendment thereto, pursuant to Section 
7(a) of the Natural Gas Act for an order directing American Louisiana Pipe 
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Line Company (American Louisiana) to establish physical connection of its 
transportation facilities with the facilities proposed to be constructed by Appli- 
eant and to sell and deliver to Applicant the necessary volumes of natural gas 
for distribution and resale to the public in the City of Angola, Steuben County, 
Indiana. 

Applicant proposes to construct and operate approximately 7.2 miles of 6-inch 
lateral transmission pipeline from a point on American Louisiana’s Payne- 
Bridgman 22-inch line near Ashley, Indiana, to the corporate limits of Angola. 
Applicant also proposes to construct and operate a natural gas distribution sys- 
tem in said city. 

The estimated natural gas requirements to serve the City of Angola for the 
first three years of operation are as follows: 


Mef 








Year of Service 


Annual Peak Day 








































144, 390 1,210 
Rn Gith qempenngneedbagesneeesnaanesenethegunqneseppetunassensunseananeamepsedaseees 230, 150 1, 967 
Ge dcndecesctcececcesecesssesnsecdscntsqcseunasesesscbencstnasussucsssetsciseseses | 281, 540 2, 402 








The gas is to be sold to residential, commercial and small industrial consumers. 
The total estimated capital cost of the proposed construction for the third 
year of operation will be $635,900, which will be financed by the issuance of 40 
percent common stock (35,714 shares) and 60 percent 6% percent long term 
notes. 

On January 22, 1960, American Louisiana Pipe Line Company filed an answer 
herein alleging that it is without sufficient knowledge or information to admit 
or deny the allegations set forth in the application. American Louisiana further 
alleges that in the event the Commission finds that the public interest so requires, 
it is willing to provide the natural gas service requested by Applicant, provided 
that Applicant constructs and operates the lateral extending from the community 
of Angola, Indiana to American Louisiana’s existing pipeline facilities. 

Applicant holds a franchise to construct and operate a gas distribution system 
in the said City of Angola. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on May 
10, 1960, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application or other pleading has been received, other than the answer of 
American Louisiana, which did not enter an appearance at the hearing. Staff 
Counsel moved orally at the hearing that the intermediate decision procedure 
be omitted and that the Commission render a decision herein pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 





(1) American Louisiana Pipe Line Company is a ‘“‘natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) Consumers Natural Gas Corporation is an Indiana Corporation authorized 
to engage in the distribution of natural gas in the State of Indiana. 

(3) It is necessary and desirable in the public interest to direct American 
Louisiana Pipe Line Company to establish physical connection of its transporta- 
tion system with the facilities proposed to be constructed by Applicant and to 
sell and deliver to Applicant its natural gas requirements in volumes up to 
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2,402 Mcf per day for distribution and resale to the public in the City of Angola, 
Steuben County, Indiana. 

(4) The requirement tr t American Louisiana serve Applicant, as herein- 
after ordered, will not place an undue burden upon American Louisiana nor 
require it to enlarge its transportation facilities, nor impair its ability to render 
adequate service to its customers. 


The Commission orders: 


(A) American Louisiana Pipe Line Company be and it is hereby directed to 
establish physical connection of its transportation facilities with the facilities 
proposed to be constructed and operated by Applicant and to sell and deliver to 
Applicant up to 2,402 Mcf of natural gas per day for distribution and resale to 
the public in the City of Angola, Steuben County, Indiana. 

(B) American Louisiana shall report to the Commission, in writing and under 
oath, the date of commencement of service to Applicant within 30 days after 
such service begins. 

(C) Applicant shall be prepared to receive service as directed herein within 
one year from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


DUQUESNE LIGHT COMPANY, DOCKET NO. E-6939 
ORDER TO SHOW CAUSE 
(Issued May 23, 1960) 


The 1958 Annual Report (FPC Form No. 1) of Duquesne Light Company 
(Company), a Pennsylvania corporation with its principal place of business at 
Pittsburgh, Pennsylvania, indicates that Company is currently accounting and 
reporting certain credits arising from accounting procedures for deferred taxes 
on income in a manner contrary to the requirements of the Commission’s Uni- 
form System of Accounts Prescribed for Public Utilities and Licensees. 

Company is a public utility within the meaning of that term under the 
Federal Power Act. 

Company’s Annual Report to the Commission for 1958 shows a credit of 
$4,469,529 in Account 266—Accumulated Deferred Taxes on Income, as of 
December 31, 1958. Of this total amount $2,536,441 is reported as representing 
Company’s accumulated annual provision to December 31, 1958 for federal in- 
come taxes deferred pursuant to Section 167 of the Internal Revenue Code of 
1954; $1,479,015 for federal income taxes deferred pursuant to Section 168 of 
the Internal Revenue Code of 1954;* and $454,073 for state income taxes de- 
ferred.2, Company’s annual charges to income for the federal income taxes thus 
deferred have been charged to Account 507A—Provision for Deferred Taxes on 
Income. These two accounts constitute the balance sheet and income accounts, 
respectively, prescribed by this Commission’s Order No. 204 (19 FPC 837) as 


1Formerly Section 124A of the Federal Internal Revenue Act of 1950. 

2 Note A to Account 266 as set forth in Order No. 204 states: “The text of subaccounts 
below are designed primarily to cover deferrals of federal income taxes pursuant to Pro- 
visions of the Internal Revenue Code of 1954 but the subaccounts are also applicable to 
deferrals of state taxes on income.” 
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the appropriate accounting classification for federal and state income taxes 
deferred by reason of accelerated amortization and liberalized depreciation 
practices under Sections 168 and 167, respectively, of the Internal Revenue 
Code of 1954, and appropriate state authorization. 

Notwithstanding these applicable accounting classifications, Company’s 1958 
Annual Report to stockholders shows that Company is currently, reporting the 
accumulated annual provision for deferred taxes on income which the Commis- 
sion has required to be set forth in Account 266, through two other balance 
sheet accounts, captioned “Earned Surplus” and “Restricted earned surplus for 
deferred Federal and state income taxes resulting from amortization under 
Necessity Certificate”’.* Company’s annual report to stockholders is required 
to be appended as a part of Company’s FPC Form No. 1, Annual Report to the 
Commission.* 

Correspondence between Company representatives and this Commission’s staff 
has failed to show any justification for Company’s departure from the require- 
ments of this Commission’s Uniform System of Accounts. Moreover, Company 
representatives have indicated that Company proposes to continue the afore- 
mentioned accounting practices. 

In view of the foregoing, it is necessary and appropriate for the purposes of 
the Federal Power Act (particularly Sections 301(a), 304 and 309 thereof), 
that Company show cause, if there be any, for its past and continuing departure 
from the requirements of this Commission’s Uniform System of Accounts; all 
in the manner hereinafter provided. 


The Commission orders: 


Company shall show cause, if there be any, under oath and in writing within 
60 days from the issuance of this order, why the Commission should not find 
and determine: 

(1) That Company is reporting the financial data set forth in Account 266 
(i.e., accumulated deferred taxes on income), otherwise than as prescribed by 
the Commission’s Uniform System of Accounts, all as indicated above, and 
therefore that it has and continues to violate the accounting and reporting re- 
quirements prescribed by the Commission through its Uniform System of 
Accounts ; 

(2) That this action by Company constitutes a willful and knowing violation 
of the Federal Power Act; 

(3) That the Company be required to make, keep, preserve, and report its 
accounts in the manner prescribed by this Commission in the Uniform System of 
Accounts Prescribed for Public Utilities and Licensees ; and 

(4) That the Company be ordered to file such substitute pages of its Annual 
Report for 1958 (FPC Form No. 1) to make the reporting of its accumulated 
deferred taxes on income therein consistent, and in compliance with the require- 
ments for such report as prescribed by the Commission. 


8 The latter account is not prescribed as part of this Commission’s Uniform System of 
Accounts for Public Utilities and Licensees. Order No. 204 (19 FPC 837) finds that 
surplus, even though restricted, is not an appropriate account for the classification of 
deferred taxes on income. 

4A prospectus dated February 24, 1960, filed with the Securities and Exchange Com- 
mission reflects the same practice. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


LEWIS-CLARK G AND T COOPERATIVE, INC., PROJECT NO. 2249 
ORDER AMENDING PRELIMINARY PERMIT 
(Issued May 23, 1960) 


Application was filed November 2, 1959 by Lewis-Clark G and T Cooperative, 
Inc., permittee for proposed Project No. 2249, known as Long Meadows Project, 
to be located on Yaak River, a tributary of Kootenai River, in Lincoln County, 
Montana, and affecting lands of the United States within the Kootenai National 
Forest, for amendment of its preliminary permit so as to authorize studies and 
explorations of the Yaak River downstream from the proposed Long Meadows 
development embracing additional damsites described as follows: 

(1) Yaak Falls damsite at river mile 9, involving consideration of a 105 foot 
concrete arch dam creating a reservoir with normal pool elevation of 2,540 feet, 
and a powerhouse with installed capacity of 17,000 kilowatts operating under a 
gross head of 140 feet; 

(2) Six Mile damsite at river mile 6.5, involving consideration of a 200 foot 
concrete arch dam creating a reservoir with normal pool elevation of 2,400 feet, 
and a powerhouse with an installed capacity of 25,000 kilowatts operating under 
a maximum gross head of 200 feet ; and 

(3) One Mile damsite at river mile 0.7, involving consideration of a 325 
foot concrete arch dam creating a reservoir with normal pool elevation of 2,200 
feet, and a powerhouse with installed capacity of 40,000 kilowatts operating 
under a maximum gross head of 325 feet. 

The preliminary permit for Project No. 2249 was issued on June 30, 1959 
for a period of 24 months, effective as of June 1, 1959. 

The Governor, the Board of Railroad Commissioners, the Water Conservation 
Board, and the Department of Fish and Game—all of the State of Montana— 
were notified of the filing of the application for amendment of the permit. The 
Department of Fish and Game informally protested in the interest of fish and 
wildlife resources in the areas involved. Article 10 of the outstanding permit 
provides for cooperation between the permittee and State and Federal fish and 
wildlife agencies during the period of the permit in order that adequate provisions 
may be made for the protection of the fish and wildlife resources of the affected 
area. 

The Assistant Chief of Civil Works, Office of the Chief of Engineers, Depart- 
ment of the Army, in commenting on the amending application referred to a 
previous report, among others, by the Department respecting the Long Meadows 
development covered in the original application for proposed Project No. 2249, in 
which recommendation was made for coordinated studies between the applicant 
for permit for that site and the District Engineer, Corps of Engineers at Seattle, 
Washington, to assure full utilization of the water resources of the Yaak River. 
Article 13 of the outstanding permit provides for such coordinated studies be- 
tween the permittee and the District Engineer at Seattle, Washington. 

An Assistant Secretary of the Interior, in commenting on the amending appli- 
cation, reiterated the recommendations he made when reporting on the original 
application for preliminary permit. His recommendations are set forth in the 
outstanding permit as Articles 10 and 11. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Kootenai National Forest, in commenting on the amending 

676-806—64——-48 
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application, stated that the provisions of Article 12 and Form P-1 of the out- 
standing permit are adequate to protect the national forest lands and resources 
involved. 


The Commission finds: 





It will not be inconsistent with the public interest to amend the preliminary 
permit for proposed Project No. 2249 to authorize studies and explorations of 
an enlarged project embracing the three additional damsites described above 
as hereinafter provided. 


The Commission orders: 


(A) The preliminary permit issued June 30, 1959 to Lewis-Clark G and T 
Cooperative, Inc. for proposed Project No. 2249 is amended, effective as of May 
1, 1960, to authorize studies and explorations of the Yaak River downstream 
from the Long Meadows development embracing the additional Yaak Falls, 
Six Mile and One Mile damsites. 

(B) This amendment in the manner set out above shall not operate to alter 
or amend the preliminary permit in any other respect, and shall not in any 
way constitute a waiver of any other part, provision or condition of the permit. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this amendment of preliminary permit. In acknowledgment of the 
acceptance of this amendment of preliminary permit, it shall be signed for the 
permittee and returned to the Commission within 60 days from the date of 
issuance of this order. 



















Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


























CITIES SERVICE GAS COMPANY, DOCKET NO. CP60-16 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 24, 1960) 





On January 25, 1960, as supplemented on February 19, 1960, Cities Service Gas 
Company (Applicant) filed in Docket No. CP60-16 an application pursuant to 
Section 7(c) of the Natural Gas Act for a certificate of public convenience and 
necessity authorizing the construction and operation of field facilities to enable 
Applicant to take into its certificated main pipeline system natural gas which will 
be purchased from producers thereof in the general area of its existing trans- 
mission system from time to time during the calendar year 1960 at a total 
estimated cost not to exceed $500,000, with no single project to exceed a cost 
of $100,000, all as more fully set forth in the application. 

The purpose of this “budget-type” proposal is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and attaching to its pipeline 
system new supplies of natural gas in various producing areas generally 
coextensive with its system. 

Applicant will finance the cost of the facilities proposed hereunder from funds 
on hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 3, 1960, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
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application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 







The Commission finds: 


(1) Applicant, Cities Service Gas Company, a Delaware corporation having its 
principal place of business in Oklahoma City, Oklahoma, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of December 28, 1943, in Docket No. G—-298 (4 FPC 471). 

(2) The facilities hereinbefore described, as more fully described in the 
application as supplemented in this proceeding, are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1960 as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, on or before March 1, 1961, a 
statement under oath showing, by projects: (a) names of fields connected, 
(b) estimates of gas supplies attached, (c) a description of the project or projects 
constructed pursuant to the authorization granted hereinafter, (d) the location 
of said project or projects, (e) the costs of the facilities so constructed, and (f) 
the names of the independent producers involved, together with the respective 
dates of the gas sales contracts and the docket numbers of the related producer 
certificate applications. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the calendar year 1960, and the total expenditures for facilities author- 
ized to be constructed hereunder should be limited to $500,000, with no single 
project to exceed a cost of $100,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 
















































The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Cities Service Gas Company to construct and operate the 
proposed facilities to take natural gas from producers thereof during the calen- 
dar year 1960, all as more fully described in the application, as supplemented, in 
this proceeding, upon the terms and conditions of this order. 
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(B) Applicant shall submit, on or before March 1, 1961, a statement under oath 
showing, by projects: (a) names of fields connected, (b) estimates of gas sup- 
plies attached, (c) a description of the project or projects constructed pursuant 
to the authorization granted in paragraph (A) above, (d) the location of said 
project or projects, (e) the costs of the facilities so constructed, and (f) the 
names of the independent producers involved, together with the respective dates 
of the gas sales contracts and the docket numbers of the related producer certifi- 
cate applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the exer- 
cise of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited to 
construction during the calendar year 1960, and the total expenditures for facili- 
ties to be constructed thereunder are hereby limited to $500,000, with no single 
project to exceed a cost of $100,000. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


COLUMBIA GULF TRANSMISSION COMPANY, DOCKET NO. CP60-25 


FINDINGS AND ORDER ISSUING A CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued May 24, 1960) 





Columbia Gulf Transmission Company (Applicant) filed an application on 
February 5, 1960, pursuant to Section 7 of the Natural Gas Act, for a certificate 
of public convenience and necessity authorizing Applicant to construct and op- 
erate an additional dual 24-inch underwater pipeline crossing of the Mississippi 
River near Lake Providence, Louisiana, about one and one-half miles north of 
Applicant’s existing crossing. Applicant’s existing underwater crossing consists 
of two 24-inch and two 16-inch pipelines, alongside each other, about 30 miles 
south of Greenville, Mississippi. 

The proposed facilities are to consist of two parallel 24-inch lines 1.18 miles 
in length connected to the existing system on the west bank of the river by 1.57 
miles of proposed 30-inch line and to the existing system on the east bank of the 
river by 2.52 miles of proposed 30-inch line. 

The application states that the existing lines are poorly located due to changes 
that have occurred in the river at that location, necessitating the construction 
of the new facilities. Erosion and scouring by the river have progressively 
deteriorated the bank at Applicant’s existing river crossing to the point where the 
lines are in danger of being lost. 

The proposed facilities will provide needed security to assure delivery of 
natural gas to United Fuel Gas Company and to the ultimate public in the event 
the existing crossing is damaged or lost as appears possible in the near future. 

The total estimated cost of the proposed facilities is $3,500,000 which will be 
supplied from current funds. 

No increase in Applicant’s transmission system capacity is proposed. 
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Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 12, 1960, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Columbia Gulf Transmission Company, a Delaware corpora- 
tion having its principal place of business in Houston, Texas, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued November 5, 1958, in Docket No. G-15524. 

(2) The facilities hereinbefore described, as more fully described in the 
application in this proceeding, are to be used in the transportation and sale of 
patural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as integral parts of Applicant’s existing pipeline system and the construc- 
tion and operation thereof by Applicant are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Appli- 
cant are required by the Public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c)(1), (e) (3), (ce) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Appli- 
cant and to the exercise of the rights granted thereunder, and that the con- 
struction of the facilities authorized by this order shall be completed and 
placed in actual operation within 12 months from the date on which this order 
issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(c)(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant, Columbia Gulf Transmission Company, to con- 
struct and operate the proposed facilities as hereinbefore described, all as more 
fully described in the application herein, upon the terms and conditions of this 
order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) (1), 
(ec) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (b) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act within 12 months from the date on which 
this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GULF OIL CORPORATION, DOCKET NO. G-9520, ET AL.; GULF OIL 
CORPORATION (OPERATOR), ET AL., DOCKET NO. G—11851, ET AL. 


ORDER GRANTING AND DENYING PETITIONS TO TERMINATE PROCEEDINGS 
(Issued May 24, 1960) 


On September 30 and November 5, 1959, Gulf Oil Corporation filed petitions 
requesting termination of the following listed proceedings which have been con- 
solidated with the above-entitled proceedings. 


Rate Supple- Date Date 
Docket No. schedule | ment j| suspension} effective Purchaser 
No. No. order subject to 
issued refund 





Q 
b 
8 
% 
uo 


10-24-55 9- 5-56 | Hassie Hunt Trust. 








eae | 6 10-30-56 4-12-57 

18046. 55 5.05.. 27 10 1l- 9-56 4-12-57 | Texas Eastern Transmission Corpora 
tion. 

Qinemas.......... 22 g| 4-257]  9-3-57| Mississippi River Fuel. 

G-13526- -......... 83 s 10-28-57 4- 4-58 | Hassie Hunt Trust. 

EE 13 5 12-20-57 6- 2-58 | El Paso Natural Gas Company. 

GIES « wtidnadaa 12 6 12-20-57 6- 2-58 | El Paso Natural Gas Company. 

G-13063_.........- | 56 1 12-20-57 6- 4-58 | El Paso Natural Gas Company. 

G~13984_-......... | 65 4 12-20-57 6- 2-58 | El Paso Natural Gas Company. 

PE  asesenncss | 9 5 12-26-57 6- 2-58 | El Paso Natural Gas Company. 

GE ccneccsocis | 16 8 12-26-57 6- 2-58 | El Paso Natural Gas Company. 

IID so vitsctndnnic | 50 | 1 2- 7-58 7-10-58 | Cities Service Gas Company. 

RI circa | 118 | 5 4-25-58 10- 1-58 | El Paso Natural Gas Company. 

G-16000_ -........] 119 | 5 11-24-58 5- 1-59 | Permian Basin Pipeline Co. 

SEE ete 83 10 10-30-58 4- 1-59 | Hassie Hunt Trust. 

SerNNNNe oe este | 15 16 11-24-58 5- 1-89 | Permian Basin Pipe-line Company. 

co) rae 41 1 9-19-56 2-19-57 | Texas Gas Pipeline Corporation. 

G=TS0PE. -.<..-2-0) 41 3 5-24-57 11- 1-57 | Texas Gas Pipeline Corporation. 

G-15169__..---.. 8 41 4 | 5-28-58 11- 1-58 | Texas Gas Pipeline Corporation. 

er kecaeccas 102 6 1-30-57 5- 7-58 | Mississippi River Fuel Corporation. 











In support of its petitions to terminate, Gulf states that upon application, the 
Commission has permitted other producers in the same area of each of Gulf 
sales to collect rates equal to or greater than those requested by Gulf without 
suspension and obligation to refund. Additionally, in support of its petitions to 
terminate the proceedings in Docket Nos. G—11106, G-—12634, G-15169, and 
G-11851, Gulf states that since the Commission has accepted a rate at a higher 
level in the rate schedule involved which was filed subsequent to the suspension 
proceedings in these dockets such suspension proceedings have become moot. 

It appears, however, that even though the Commission may have permitted 
rates at the level requested by Gulf to become effective for other producers 
producing from the same areas the situations with respect to Gulf is significantly 
different. 

On February 12, 1959, the Commission issued an order instituting a general 
investigation of Gulf’s rates under Section 5(a) of the Natural Gas Act. The 
general rate investigation has been consolidated with a number of applications 
for rate increases, including those involved herein, instituted under Section 


1 These proceedings as consolidated by the Commission order issued February 12, 1959, 
contained three suspension proceedings that have since been terminated. They are Docket 
Nos. G—11442 and G—11443, terminated by letter dated May 27, 1959, and Docket No. 
G—16902, terminated by order issued December 14, 1959. 


Ep. Norte: Numerous additional docket numbers have been omitted in printing. 








= 
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4(e) of the Natural Gas Act. This rate investigation, which is presently in 
hearing, has the ultimate objective of determining just and reasonable rates 
for Gulf Oil Corporation. Since the proceedings which Gulf has moved to 
terminate are part of a pending rate case and substantial investments in time 
and money have been made which will ultimately determine whether the monies 
subject to refund may properly be retained, it would appear that the present 
situation is different from that of Reef Fields Gasoline Corporation (Operator), 
et al., Docket No. G—14030, issued March 18, 1958, 19 FPC 351, cited by Gulf, 
and to be consistent with Commission action in Hunt Oil Company, Docket No. 
G-9065, et al., issued April 15, 1960, the above listed proceedings should not be 
terminated with the exception of the proceedings in Docket Nos. G—11106, 
G-12634, G-15169 and G-11851. 

In each of its petitions requesting that the proceedings be terminated Gulf 
has erroneously asserted that where the Commission has accepted increased 
rates for filing without obligation to refund, “it appears that the Commission 
has determined that the price proposed by such other producer is just and 
reasonable”. The policy of the Commission in this regard is set forth clearly 
in the Reef Fields order, supra, wherein the Commission stated : 

* * * By such policy, we do not mean to imply that a 10¢ per Mef rate 
in the Basin is just and reasonable. 

Gulf requests that the rates provided in the subject supplements be allowed 
to become effective as of the effective dates provided therein. 


The Commission finds: 


(1) Good cause has not been shown for terminating the proceedings in the 
above enumerated dockets with the exception of the proceedings in Docket 
Nos. G-11106, G-12634, G-15169 and G-11851. 

(2) The proceedings in Docket Nos. G—11106, G—12634, G—15169, and G-11851 
should be terminated and the supplements suspended therein should be allowed to 
continue in effect without obligations to refund and Gulf should be discharged 
from the existing refund obligations applicable to such dockets. 


The Commission orders: 


(A) Gulf’s petitions to terminate the proceedings in the aforementioned 
dockets excepting Docket Nos. G-11106, G-12634, G-15169 and G—11851, are 
hereby denied. 

(B) The proceedings in Docket Nos. G—11106, G-12634, G-15169, and G-11851 
are hereby terminated. 

(C) The rates and charges set forth in Supplement Nos. 1, 3, and 4 to Gulf 
Oil Corporation FPC Gas Rate Schedule No. 41 and Supplement No. 6 to Gulf 
Oil Corporation (Operator), et al. FPC Gas Rate Schedule No. 102 are hereby 
continued in effect without refund obligations and Gulf is hereby discharged from 
its existing obligations to refund excess charges under such supplements. 

(D) Gulf’s request that the increased rates contained in the subject supple- 
ments be made effective as of the effective dates provided therein is hereby denied. 

(E) This order shall not be construed as constituting approval of any rate, 
charge, classification or any rule, regulation or practice affecting such rates 
or service contained in the rate filings made by Gulf in the terminated 
proceedings. 

(F) This order is without prejudice to any findings or orders which have 
been, or may be made by the Commission in Docket No. G—17813, et al., or any 
proceeding now pending or hereafter instituted by or against Gulf Oil 
Corporation. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. CP60-33 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 24, 1960) 


On February 9, 1960, as supplemented on March 7, 1960, Michigan Wisconsin 
Pipe Line Company (Applicant) filed in Docket No. CP60-33 an application pur- 
suant to Section 7(c) of the Natural Gas Act for a certificate of public con- 
venience and necessity authorizing the construction and operation of certain 
lateral and gathering facilites to enable Applicant to take into its certificated 
main pipeline system natural gas which it may purchase from producers in the 
general area of its existing transmission system during the 12-month period 
following the date on which such cerificate may be issued herein, all as more 
fully set forth in the application. 

The total cost of the facilities proposed under this application is not to exceed 
$3,000,000, with the total cost of any single connection limited to $500,000. 

The purpose of this budget-type proposal is to augment Applicant’s ability to 
act with reasonable dispatch in contracting for and connecting to its existing 
pipeline system new supplies of gas in various producing areas generally co- 
extensive with said system. 

Applicant will finance the cost of its proposed facilites hereunder from current 
funds. 

Pursuant to due notice, a public hearing was held in Washington, D.C., 
on May 10, 1960, respecting the matters involved in and the issues pre- 
sented by the application herein. No petition to intervene or protest to the 
granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30(¢c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Michigan Wisconsin Pipe Line Company, a Delaware corpo- 
ration having its principal place of business in Detroit, Michigan, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of November 30, 1946, in Docket No. G-—669 
(5 FPC 953). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the 12-month period following the date of issuance 
of this order as proposed by Applicant are required by the public convenience 
and necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 
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(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, not later than 60 days after 
the conclusion of the 12-month period following the date of issuance of this 
order, a statement under oath showing, by projects: (a) names of fields con- 
nected, (b) estimates of gas supplies attached, (c) a description of the project 
or projects constructed pursuant to the authorization granted hereinafter, (d) 
the location of said project or projects, (e) the costs of the facilities so con- 
structed, and (f) the names of the independent producers involved, together 
with the respective dates of the gas sales contracts and the docket numbers 
of the related producer certificate applications. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should attach to the 
certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the 12-month period following the date of issuance of this order, and the 
total expenditures for facilities authorized to be constructed hereunder should 
be limited to $3,000,000, with no single project to exceed a cost of $500,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Michigan Wisconsin Pipe Line Company to construct 
and operate the proposed facilities to take natural gas from producers thereof 
during the 12-month period following the date of issuance of this order, all as 
more fully described in the application in this proceeding, upon the terms and 
conditions of this order. 

(B) Applicant shall submit, not later than 60 days after the conclusion of 
the 12-month period following the date of issuance of this order, a statement 
under oath showing, by projects: (a) names of fields connected, (b) estimates 
of gas supplies attached, (c) a description of the project or projects constructed 
pursuant to the authorization granted in paragraph (A) above, (d) the loca- 
tion of said project or projects, (e) the costs of the facilities so constructed, 
and (f) the names of the independent producers involved, together with the 
respective dates of the gas sales contracts and the docket numbers of the related 
producer certificate applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the exercise 
of the rights granted thereunder. 

(D) The authorization granted in paragraph (A) above is hereby limited to 
construction during the 12-month period following the date of issuance of 
this order, and the total expenditures for facilities to be constructed thereunder 
are hereby limited to $3,000,000, with no single project to exceed a cost of 
$500,000. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


OLIN GAS TRANSMISSION CORPORATION, DOCKET NO. G-11872; H. L. 
HUNT, DOCKET NO. G-12029; ESTATE OF LYDA BUNKER HUNT, DE- 
CEASED, DOCKET NO. G-12035 ; SECURE TRUSTS, DOCKET NO. G-12036 ; 
SOUTHERN NATURAL GAS COMPANY, DOCKET NO. G-12225 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF FACILITIES AND 
SERVICE AND PERMITTING WITHDRAWAL OF APPLICATION BY SOUTHERN NATURAL 
GAS COMPANY 


(Issued May 24, 1960) 


Southern Natural Gas Company (Southern Natural), a Delaware Corporation, 
having its principal place of business in Birmingham, Alabama filed on March 15, 
1957, in Docket No. G—12225 an application under Section 7 of the Natural Gas 
Act for a certificate of public convenience and necessity authorizing the con- 
struction and operation of certain natural gas transmission facilities as herein- 
after described, subject to the jurisdiction of the Commission. 

Southern Natural proposed to construct and operate a line tap on its existing 
12-inch Lake Enfermer supply lateral and to construct and operate a meter station 
in the Coffee Bay Field, Lafourche Parish, Louisiana, which it proposed to use 
to measure gas to be produced from the Grandison No. 5 Well, Section 9, 
Township 19 South, Range 23 East, in said parish, which it proposed to purchase 
to augment its general system gas supply. The proposed sellers of the gas were 
Olin Gas Transmission Corporation (Olin), Operator, H. L. Hunt (Hunt), Estate 
of Lyda Bunker Hunt, Deceased (Estate) and Secure Trusts Nos. 1, 2, 3, 4, and 5. 

The estimated cost of Southern’s proposed construction was $6,000, to be 
financed from cash on hand. 

Olin Gas Transmission Corporation (Olin), a Delaware corporation, having 
its principal place of business in Monroe, Louisiana, as operator and co-owner of 
interest in production from said Grandison No. 5 Well, filed on February 1, 
1957, in Docket No. G-11872 an application for a certificate of public convenience 
and necessity authorizing the sale of natural gas from said well to Southern 
Natural. Olin is authorized to do business in the states of Louisiana, Mississippi, 
Arkansas, Illinois and Texas. Olin listed the interest of the co-owners as follows: 


Olin Gas Transmission Corporation 


Estate of Lyda Bunker Hunt, Deceased, William Herbert Hunt, 
Executor 


Working Interest (100%) 


Olin proposed to operate the facilities to be constructed in the field for the 
proposed sale of natural gas to Southern. 

The other producer applicants, H. L. Hunt, Estate of Lyda Bunker Hunt, De- 
ceased, represented by William Herbert Hunt, Executor, and Secure Trusts, 
represented by Sidney Latham, Trustee, all with principal office at 700 Mercantile 
Bank Building, Dallas, Texas, filed on February 18, 1957, applications in the 
above numbered dockets for certificates of public convenience and necessity 
authorizing the above proposed sales of natural gas to Southern Natural covering 
their respective interests. 
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Applicants alleged that the point of delivery would be a point on Southern’s 
Lake Enfermer pipeline approximately 300 feet north of the point (near the 
West Quarter Corner of Section 10 Township 19 South, Range 23 East, Lafourche 
Parish, Louisiana) where Applicants’ drilling barge canal to said well crosses 
Southern Natural’s pipeline. 

All four producers signed a letter agreement dated December 13, 1956, for the 
sale of said gas, providing for a term of twenty years, a minimum daily delivery 
rate of 1,000 Mcf and an initial price of 18 cents per Mcf plus reimbursement 
for the Louisiana severance tax and the Louisiana gathering tax above 0.3 cents 
per Mcf up to 1.3 cents per Mcf. Said contract further provided that of taxes 
in excess of 1.3 cents per Mcf, Southern Natural should be liable for % and 
producer applicants for 44 of such excess. 

Applicants alleged that Southern Natural would transport or sell the gas, 
which is the subject of this proceeding in interstate commerce for resale. 

Temporary authorization to sell natural gas in interstate commerce to South- 
ern Natural Gas Company was granted on March 4, 1957, to H. L. Hunt, Estate 
of Lyda Bunker Hunt, Deceased, and Secure Trusts and on July 8, 1957, to Olin 
Gas Transmission Corporation as proposed herein in their respective applica- 
tions and also on July 8, 1957, to Southern Natural Gas Company to construct 
and operate the proposed facilities described in its application herein. 

Pursuant to due notice, these matters came on for a public hearing in Wash- 
ington, D.C., on September 10, 1957. At this time the Presiding Examiner, upon 
motion of Counsel for Olin Gas Transmission Corporation, recessed the hearing, 
subject to further notice by the Secretary of the Commission for the reason that, 
it was stated by Counsel, said Grandison No. 5 well produced gas for a number 
of days, thereafter produced some oil and eventually produced salt water and 
Olin Gas Transmission Corporation desired an opportunity to investigate whether 
natural gas could be produced or whether the well should be abandoned. There- 
after, said Grandison No. 5 Well in the Coffee Bay Field, Lafourche Parish, 
Louisiana was abandoned. 

On February 25, 1960, Southern Natural Gas Company filed a notice of with- 
drawal of its certificate application in Docket No. G—12225 alleging the abandon- 
ment of said well. On March 21, 1960, H. L. Hunt, Estate of Lyda Bunker 
Hunt, Deceased, and Secure Trusts each filed an application in their respective 
above numbered dockets for abandonment of service in connection with sale to 
Southern Natural Gas Company alleging that the supply of natural gas from the 
acreage covered by the aforementioned respective letter agreements is now 
depleted to such an extent that any continuance of service is unwarranted and 
impossible and that said Grandison No. 5 Well has been plugged and abandoned. 
Each of said applicants also alleges that by letter agreement dated February 
29, 1960, the parties have agreed to terminate said letter agreement dated 
December 13, 1956. A copy of said letter has been filed by each of said appli- 
cants on March 21, 1960, as a supplement to the applicants’ FPC Gas Rate 
Schedules, i.e., as a supplement to H. L. Hunt’s FPC Gas Rate Schedule No. 12 
and as a Notice of Cancellation of Supplement No. 2 to said Rate Schedule No. 
12; as a supplement to Estate of Lydia Bunker Hunt, Deceased’s FPC Gas Rate 
Schedule No. 1, and as a notice of Cancellation of Supplement No. 2 to said Rate 
Schedule No. 1; as a supplement to Secure Trust’s FPC Gas Rate Schedule 
No. 1 and as a Notice of Cancellation of Supplement No. 3 to said Rate 
Schedule No. 1. 

On March 25, 1960, Olin Gas Transmission Corporation filed in Docket No. 
G-11872 an amendment to its application for the purpose of obtaining the permis- 
sion and approval for the abandonment of facilities and service pursuant to 





730 FEDERAL POWER COMMISSION 


Section 7(b) of the Natural Gas Act. A notice of cancellation of its Rate 
Schedule F-2 in connection with the application for abandonment was filed 
concurrently therewith by Olin Gas. 

Pursuant to due notice, the hearing was reconvened on May 4, 1960, respecting 
said applications for abandonment of facilities and service and withdrawal of 
the application of Southern Natural Gas Company. No petitions to intervene or 
protests to the granting of the applications have been received. Staff counsel 
moved orally at the hearing that the intermediate decision procedure be omitted 
and the Commission render a decision pursuant to Section 1.30(c)(1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicants, Olin Gas Transmission Corporation, operator and co-owner of 
an interest in production, and H. L. Hunt, Estate of Lyda Bunker Hunt, Deceased, 
and Secure Trusts, independent producers of natural gas, are engaged in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and each is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act. 

(2) The facilities and sales of natural gas to be abandoned, as heretofore 
described, are subject to the jurisdiction of the Commission, and abandonment 
of such facilities and sales by the respective applicants are subject to the re- 
quirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(8) Such abandonment by Applicants, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(4) Applicant Southern Natural Gas Company should be permitted to with- 
draw its application in Docket No. G—12225. 

(5) Staff counsel, having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30(c) (1) 
[18 CFR 1.30(c) (1)] of the Commission’s Rules of Practice and Procedure hav- 
ing been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 


The Commission orders: 


(A) Permission and approvai of the abandonment by Applicants of the fa- 
cilities and service hereinbefore described, all as more fully described in the 
respective applications in these proceedings, be and the same are hereby granted. 

(B) Southern Natural Gas Company be and it is hereby permited to withdraw 
its application in Docket No. G—12225. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 

TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. CP60-18 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 24, 1960) 

Texas Gas Transmission Corporation (Applicant), a Delaware corporation 
with its principal place of business in Owensboro, Kentucky, filed on January 


29, 1960, and supplements thereto on February 10 and March 3, 1960, an applica- 
tion for a certificate of public convenience and necessity, pursuant to Section 7 
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of the Natural Gas Act authorizing the construction and operation of certain 
facilities and the sale and delivery of up to 5,000 Mcf of natural gas per day to 
the City of Indianapolis, Indiana, through the said facilities, which will consist 
of a meter station and equipment to cost approximately $4,825. 

The cost of facilities will be financed from funds on hand. 

The proposed sale of natural gas is to be made by Applicant to the City of 
Indianapolis, Indiana, on a interruptible basis during the period from April 1, 
1960—October 31, 1960, at a rate of 28.69¢ per Mcf, which rate is the same as 
that being charged for industrial gas in Zone 3 of Applicant’s service area. 
The City of Indianapolis will use the gas so purchased in making tests of an 
area for gas storage purposes. 

The volume of gas required for this new service is too small to have any 
appreciable effect on Applicant’s overall gas supply or to affect service rendered 
to its existing customers. 

Temporary authority for the proposed construction and operation was granted 
April 25, 1960. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 10, 1960, respecting the matters involved in, and the issues presented by 
the application filed herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Owensboro, Kentucky, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be constructed and operated as hereinbefore 
described are to be used in the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the construction and 
operation thereof by Applicant are subject to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities proposed by Applicant 
and the sale of natural gas to the City of Indianapolis are required by the 
public convenience and necessity and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(5) Publie convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate referred 
to in paragraph (3) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order should be completed and said facilities should be placed in actual operation 
should be fixed at three months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30(c) (1) 
of said Rules. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the natural gas facilities 
as hereinbefore described, and to sell up to 5,000 Mcf per day to the City of Indian- 
apolis, Indiana from date of issuance hereof until November 1, 1960, all as more 
fully described in the application in this preceeding, upon the terms and condi- 
tions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including the Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (b) of said Section 
157.20 of the Commission’s Rules is hereby fixed at three months from the date 
on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. CP60-30 


FINDINGS AND ORDER ISSUING 





CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 24, 1960) 


On February 8, 1960, as amended February 10, 1960, Texas Gas Transmission 
Corporation (Applicant) filed in Docket No. CP60-30 an application pursuant to 
Section 7(c) of the Natural Gas Act for a certificate of public convenience and 
necessity authorizing the construction and operation of field facilities to enable 
Applicant to take into its certified main pipeline system natural gas which will 
be purchased from producers thereof in the general area of Applicant’s existing 
transmission system from time to time during the 12-month period commencing 
May 30, 1960, at a total estimated cost not to exceed $3,000,000, with no single 
project to exceed a cost of $500,000, all as more fully set forth in the application, 
as amended. 

The purpose of this budget-type proposal is to augment Applicant’s ability to 
act with reasonable dispatch in securing by contract and connecting to its pipe- 
line system new supplies of gas in various producing areas generally coextensive 
with its pipeline system. 

Applicant proposes to finance the cost of its proposed facilities from cash on 
hand. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on May 
3, 1960, respecting the matters involved in and the issues presented by the appli- 
cation herein. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and that the Commission render a decision 


herein pursuant to Section 1.30(c)(1) of the Commision’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, Texas Gas Transmission Corporation, a Delaware corporation 
having its principal place of business in Owensboro, Kentucky, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
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Commission in its order issued March 30, 1949, in Docket No. G-859 (8 FPC 228). 
(2) The facilities hereinbefore described, as more fully described in the ap- 
plication in this proceeding, are proposed to be used in the transportation of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the 12-month period commencing May 30, 1960, as pro- 
posed by Applicant are required by the public convenience and necessity and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the Nat- 
ural Gas Act that Applicant should submit, on or before August 1, 1961, a state- 
ment under oath showing, by projects: (a) names of fields connected, (b) esti- 
mates of gas supplies attached, (c) a description of the project or projects con- 
structed pursuant to the authorization granted hereinafter, (d) the location of 
said project or projects, (e) the costs of the facilities so constructed, and (f) the 
names of the independent producers involved, together with the respective dates 
of the gas sales contracts and the docket numbers of the related producer cer- 
tificate applications. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(7) The authorization granted hereinafter should be limited to construction 
during the 12-month period commencing May 30, 1960, and the total expenditures 
for facilities authorized to be constructed hereunder should be limited to $3,000,- 
000, with no single project to exceed a cost of $500,000. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Gas Transmission Corporation to construct and 
operate the proposed facilities to take natural gas from producers thereof during 
the 12-month period commencing May 30, 1960, all as more fully described in 
the application in this proceeding, upon the terms and conditions of this order. 

(B) Applicant shall submit, on or before August 1, 1961, a statement under 
oath showing, by projects: (a) names of fields connected, (b) estimates of gas 
supplies attached, (c) a description of the project or projects constructed pur- 
suant to the authorization granted in paragraph (A) above, (d) the location of 
said project or projects, (e) the costs of the facilities so constructed, and (f) the 
names of the independent producers involved, together with the respective dates 
of the gas sales contracts and the docket numbers of the related producer cer- 
tificate applications. 

(C) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate granted in paragraph (A) above and to the exer- 
cise of the rights granted thereunder. 
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(D) The authorization granted in paragraph (A) above is hereby limited to 
construction during the 12-month period commencing May 30, 1960, and the 
total expenditures for facilities to be constructed thereunder are hereby limited 
to $3,000,000, with no single project to exceed a cost of $500,000. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION ; EASTERN SHORE 
NATURAL GAS COMPANY, DOCKET NO. G—19096 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued May 24, 1960) 


On July 29, 1959 Transcontinental Gas Pipe Line Corporation (Transco), and 
Eastern Shore Natural Gas Company (Eastern Shore) filed a joint application 
in Docket No. G—19096, as supplemented on September 1, 1959, pursuant to Sec- 
tion 7 of the Natural Gas Act, for certificates of public convenience and necessity 
authorizing Transco to deliver to Eastern Shore an additional firm long-term 
daily volume of 2,600 Mcf under its rate schedule CD-3 and also authorizing 
Eastern Shore to construct and operate an additional meter station and to deliver 
up to 4,600 Mcf per day of natural gas, on a firm basis, directly to Stauffer Chem- 
ical Company (Stauffer). Deliveries to Stauffer are to commence about October 
1960, when its new plant is expected to commence operations. 

Transco was authorized in Docket No. G—12059 to sell a daily firm volume of 
8,650 Mcf of natural gas to Eastern Shore and in Docket No. G—16603 to supply 
an additional daily firm volume of 480 Mcf to Eastern Shore under its FPC Gas 
Rate Schedule CD-3. By letter dated June 9, 1959, Eastern Shore agreed to buy 
from Transco an additional daily volume of 2,600 Mcf (for the service proposed 
herein), which would bring Eastern Shore’s total 1960 daily firm allocation to 
11,730 Mcf. 

Of the 8,650 Mcf per day allocation to Eastern Shore authorized on November 
29, 1957, the volume of 5,000 was for a direct firm sale by Eastern Shore to Tide- 
water Oil Company (Tidewater). Eastern Shore states that since this authori- 
zation, there have been cut-backs in imports of foreign oil by Tidewater. Such 
cutbacks have reduced substantially Tidewater’s daily firm purchases. In a 
letter dated July 9, 1959 Tidewater has agreed to release permanently 2,000 Mcf 
per day of its peak-day contract demand of 5,000 Mcf as soon as Eastern Shore 
begins deliveries to Stauffer. The 2,000 Mcf per day from this source and the 
2.600 Mcf per day additional allocation from Transco proposed herein, will con- 
stitute the 4,600 Mcf per day which Eastern Shore is proposing to supply to 
Stauffer as of October 1960. Eastern Shore requests the Commission to reduce 
the authorized volume to Tidewater from 5,000 to 3,000 Mcf per day. 

Upon completion of Transco’s proposed “1959 Construction” program in Docket 
No. G—16603, Transco will have adequate capacity to provide the additional vol- 
ume to Eastern Shore and still meet all outstanding requests for gas from various 
interveners and from existing customers in said designated proceeding for the 
1959-1960 winter. By order issued in Docket No. G—16603 on November 17, 1959, 
22 FPC 8386, the aforementioned construction of facilities and the operation 
thereof was authorized. 
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In a precedent agreement between Eastern Shore and Stauffer, dated August 
26, 1959, Stauffer proposes to buy from Eastern Shore on a firm basis the max- 
imum daily volume of 4,600 Mcf of natural gas as of October, 1960. The appli- 
cation recites that the gas will be used as a raw material in a chemical plant 
which will be erected adjacent to Tidewater Oil Company’s refinery near Dela- 
ware City, Delaware, from which other raw materials will be procured for the 
new plant. The letter states that, with the exception of the three weeks each 
year during which the chemical plant will be shut down for maintenance, the 
natural gas taken will be at approximately 95 percent load factor and will be 
purchased under a twenty-year contract at a price of 48 cents per Mcf which 
provides for a minimum monthly bill of $40,000. 

It is proposed that Stauffer will furnish Eastern Shore with a site for its meter 
station, which will be on Eastern Shore’s 6-inch line and therefore would elim- 
inate the necessity of constructing any lateral. The only facility needed by 
Eastern Shore is the meter station. 

The estimated over-all capital cost of Eastern Shore’s proposed facilities is 
$3,602, which is to be financed from funds on hand. 

Transco and Eastern Shore were granted temporary authorization to render the 
service proposed on October 16, 1959. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 5, 1960, respecting the matters involved in and the issues presented by the 
applications herein. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware cor- 
poration having its principal place of business in Houston, Texas, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order issued November 18, 1948, in Docket No. G—-1143. 

(2) Applicant, Eastern Shore Natural Gas Company, a Delaware corporation 
having its principal place of business in Salisbury, Maryland, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued November 29, 1957, in Docket No. G—12059, 
et al. 

(3) The proposed delivery and sale of natural gas by Transco to Eastern Shore 
and the facilities to be used in the transportation of natural gas in interstate 
commerce to be constructed by Eastern Shore, and the construction and operation 
thereof, as more fully described in the application in this proceeding, are subject 
to the jurisdiction of the Commission and to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(4) Transco and Eastern Shore are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(5) The sale and delivery of natural gas by Transco to Eastern Shore and the 
construction and operation of the proposed facilities by Eastern Shore are re- 
quired by the public convenience and necessity and certificates therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 157.20 of 
the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) should 
676-806—64——49 
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attach to the certificates hereinafter issued to Transco and Eastern Shore and 
to the exercise of the rights granted thereunder, and that the construction of the 
facilities authorized by this order shall be completed and placed in actual oper- 
ation within 3 months from the date on which this order issues. 

(7) The volumes of natural gas to be delivered by Eastern Shore to Tidewater, 
authorized by the Commission in its order issued November 29, 1957 in Docket 
Nos. G—12059, et al., should be limited to 3,000 Mcf of natural gas per day, sub- 
sequent to the commencement of deliveries by Eastern Shore to Stauffer. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Transco to deliver and sell an additional firm long- 
term daily volume of natural gas of 2,600 Mcf to Eastern Shore, and authorizing 
Eastern Shore to construct and operate the proposed facilities and to transport 
natural gas, all as hereinbefore described and as more fully described in the 
application herein, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificates granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation and the delivery and sale of natural gas by Transco to Eastern Shore 
shall commence all as provided by paragraph (b) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act within 3 months from the date 
on which this order issues. 

(D) The volumes of natural gas to be delivered by Eastern Shore to Tidewater, 
authorized by the Commission in its order issued November 29, 1957, in Docket 
No. G—12059, et al., shall be limited to 3,000 Mecf of natural gas per day, subse- 
quent to the commencement of deliveries by Eastern Shore to Stauffer. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TRUNKLINE GAS COMPANY, DOCKET NO. G-—20269 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued May 24, 1960) 


Trunkline Gas Company (Applicant), a Delaware corporation, having its prin- 
cipal place of business in Houston, Texas, filed on December 1, 1959, an applica- 
tion and on December 24, 1959, a supplement thereto, pursuant to Section 7 of 
the Natural Gas Act, for a certificate of public convenience and necessity author- 
izing it to sell increased volumes of natural gas to eight of its existing customers 
as hereinafter set out, subject to the jurisdiction of the Commission. 

Applicant states that the purpose of its application is to obtain authority to 
increase the maximum contract demand presently available to a number of Trunk- 
line’s : smaller customers when the increased capacity authorized in Opinion No. 
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321* and accompanying Order goes into service. Applicant does not propose to 
construct any new facilities. 

Applicant proposes to sell increased volumes of gas to meet increased require- 
ments of the listed customers in their presently existing service areas, and in- 
cluding 500 Mcf to Central Illinois Public Service Company for initiating service 
to the Town of Teutopolis, Illinois as follows: 








































Present New con- | Estimated 
contract Proposed tract total 
Customer demand increase demand annual 
(Mcf) (Mcef) (Mcf) sales 
(Mef) 
Se 8 i Fs ibbieccncciesncubinndndiianintns: 1, 860 140 2, 000 268, 640 
ONE tS REC Sa eee 1,995 | 605 2, 600 231, 000 
Town of Somerville, Tenn. .......................... 724 151 875 75, 000 
a ae era 719 231 950 81, 200 
PIII EI BI icnien cotetipisndeerereeereaienneaal 355 145 500 53, 000 
Central Illinois Public Service Company-_.........--.. 3, 500 1, 500 5, 000 629, 943 
I el 517 83 600 70, 000 
NS GNU WHE Ris ccddidcacotdsncisnssscnabness 2, 255 545 | 2, 800 429, 000 
ial te er | 11, 925 3, 400 15, 325 1, 837, 783 


Applicant shows that while it does not now have the capacity to meet the 
increased contract demands proposed, Applicant’s certificated design capacity 
will be 510,000 Mcf upon completion of the construction authorized in Opinion 
No. 321. Applicant shows further that Consumers Power Company has been 
notified by Applicant of the service proposed herein and has no objection to 
Applicant’s making delivery of such increased contract demands to existing cus- 
tomers out of said additional capacity authorized in Opinion No. 321, and to re- 
ducing the volumes authorized to be sold to Consumers Power Company from 
129,000 Mcf per day to 125,000 Mcf per day. 

The proposed increased service will be rendered under Trunkline’s existing 
PC Gas Tariff and present rate schedules. 

Pursuant to due notice a public hearing was held in Washington, D.C. on May 
11, 1960, respecting the matters involved in and the issues presented by the 
application, no petition to intervene or protest to the granting of the application 
bas been received other than the petition of the City of Fairfield, Illinois to inter- 
vene in support of the application of Trunkline and a petition of Citizens Gas 
Company of Tuscola, Illinois’s to intervene, which has been withdrawn. Staff 
Counsel moved orally at the hearing that the intermediate decision procedure be 
omitted and the Commission render a decision herein pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 





(1) Trunkline Gas Company (Applicant), a Delaware corporation, having its 
principal place of business in Houston, Texas is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order issued May 4, 1950, in Docket No. G-882 (8 FPC 250). 

(2) The proposed sales of increased volumes of natural gas by Applicant to 
present customers as hereinbefore set forth will be made in interstate commerce, 
subject to the jurisdiction of the Commission and such sales by Applicant, to- 
gether with the operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, is subject to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 


*21 FPC 704. 
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(3) The proposed sales of natural gas by Applicant to said present customers 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Staff counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30(c)(1) [18 
CFR 1.30(c) (1)] of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Applicant to sell and deliver increased volumes of natural gas in inter- 
state commerce for resale to the following listed present customers of Applicant 
in the amounts set opposite their names: 


New con- New con- 
tract de- tract de- 
mand mand 
author- author- 


Mef per | Mef per 

day day 
Town of Flora, Tlinois----.-- 140 2, 000 
City of Fairfield, Illinois 605 2, 600 
Town of Somerville, Tennes- on 


950 || City of Vienna, Illinois. 
United Cities Gas Co 


(B) The certificate issued to Applicant shall be accepted, in writing and under 
oath, by a responsible official of Applicant, and the general terms and conditions 
set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s Reg- 
ulations under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—20052 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued May 26, 1960) 


On April 18, 1960, as amended on May 2, 1960, El Paso Natural Gas Company 
(El Paso) filed a petition to amend the Commission’s order issued February 9, 
1960, 23 FPC 313, in Docket No. G—20052, so as to extend the certificate authori- 
zation granted therein for the construction and operation of unspecified small- 
scale routine budgeted facilities for the sale of natural gas to existing resale 
customers in the States of Texas, New Mexico and Arizona, to include the con- 
struction and operation of such facilities in the States of Colorado, Utah, Wyo- 
ming, Idaho, Oregon and Washington. 
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This amendment is sought in order to extend the aforesaid authorization to 
provide additional natural gas service to resale customers in the newly acquired 
Pacific Northwest Division of El Paso. 

No increase in the total facilities to be constructed, the total investment to be 
made therein or the total volumes of natural gas to be delivered is sought, it 
being El Paso’s position that the limitations contained in the aforesaid order of 
February 9, 1960, will permit the satisfying of all requests for service in El Paso’s 
enlarged system expected to be made under this authorization during the calen- 
dar year 1960. 


The Commission finds: 


It is appropriate in carrying out the provisions of the Natural Gas Act and the 
public convenience and necessity require that the order of the Commission issued 
February 9, 1960, in Docket No. G—20052 be amended so as to include in the 
certificate authorization granted to El Paso Natural Gas Company therein, the 
construction and operation of budget-type routine facilities for the sale of natural 
gas to existing customers for resale in El Paso’s newly acquired Pacific North- 
west Division in the States of Colorado, Utah, Wyoming, Idaho, Oregon and 
Washington. 


The Commission orders: 


(A) The Commission’s order issued February 9, 1960, in Docket No. G—20052 
be and the same is hereby amended so as to include in the certificate authoriza- 
tion granted to El Paso Natural Gas Company therein, the construction and 
operation of budget-type routine facilities for the sale of natural gas to existing 
customers for resale in El Paso’s newly acquired Pacific Northwest Division in 
the States of Colorado, Utah, Wyoming, Idaho, Oregon and Washington. 

(B) In all other respects, including the limitations as to total facilities to be 
constructed, total investment to be made therein and total volumes of natural 
gas to be delivered, said order issued February 9, 1960, in Docket No. G—20052 
shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITY OF PASADENA, CALIFORNIA, PROJECT NO. 1250 


ORDER GRANTING PARTIAL EXEMPTION FROM PAYMENT OF ANNUAL CHARGES 
(Issued May 26, 1960) 


An application was filed March 31, 1960, by City of Pasadena, California, li- 
censee for Project No. 1250, for partial exemption from payment of annual 
charges for the year ended December 31, 1959, pursuant to the terms of Section 
10(e) of the Federal Power Act (Act) and regulations of the Commission there- 
under. 

In accordance with the Act and the Commission’s regulations, in the Commis- 
sion’s statement of the annual charges for the project for the year 1959 the 
licensee was granted partial exemption on the ground of use of power by the 
licensee for municipal purposes and billed for the net amount of $62.62, being 
35.90 percent of the total charges assessable of $174.42. The 35.90 percent is the 
ratio of the power sold to total power generated. 

The application for exemption from payment of the annual charges for which 
it was billed shows that the project operations for the year 1959 resulted in a 
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net loss of $5,915.68. The application also shows that the licensee sold to the 
public without profit 51.71 percent of the project power sold during the year 1959. 
By letter dated February 25, 1960, the licensee was notified that it had been 
allowed a credit in the amount of $34.35 toward the annual charges for the year 
1959 as a result of exemption from payment of the annual charges for 1958. 


The Commission finds: 


(1) The licensee is a municipality within the meaning of Section 3(7) of the 
Act, and is entitled to claim exemption from payment of annual charges under 
Section 10(e) of the Act. 

(2) The licensee is entitled to exemption from payment of the annual charges 
to the extent that it sold project power to the public without profit and the 
licensee has shown that it sold to the public without profit 51.71 percent of the 
project power sold during the year 1959. 


The Commissioner orders: 


(A) The licensee is exempted from payment of the annual charges for which 
it was billed for the year 1959 in the amount of 51.71 percent ($32.38), leaving 
a balance of $30.24 due. 

(B) The licensee’s credit in the amount of $34.35 is applied to the balance 
of $30.24 due for the year 1959, leaving a credit of $4.11 to be applied toward 
the annual charges when due for a subsequent period. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


MIDWESTERN GAS TRANSMISSION COMPANY, DOCKET NOS. G-18313, 
G—18314 AND G-18315; MICHIGAN WISCONSIN PIPE LINE COMPANY, 
DOCKET NO. G-18316 


ORDER DENYING MOTION TO REOPEN PROCEEDINGS AND SIGNIFYING COMPLIANCE WITH 
PARAGRAPH (C) OF ORDER ACCOMPANYING OPINION NO. 331 


(Issued May 27, 1960) 


On April 26, 1960, Midwestern Gas Transmission Company (Midwestern) filed 
in the above-entitled proceedings, pursuant to Paragraph (C) of the Commis- 
sion’s order accompanying Opinion No. 331 issued October 31, 1959, 22 FPC 775, 
copies of the Canadian authorizations which permit Trans-Canada Pipe Lines 
Limited (Trans-Canada) to export gas at a point on the international boundary 
near Emerson, Manitoba, for delivery to Midwestern for resale in the United 
States to various proposed customers, the principal purchaser being Michigan 
Wisconsin Pipe Line Company (Michigan Wisconsin). Midwestern requested 
that the Commission notify it as to whether its filings “* * * constitute full 
compliance with the conditions set out in ordering Paragraph (C)”. 

On April 27, 1960, the Coal Interveners? filed a telegram requesting that no 
action regarding Midwestern’s filing of the Canadian authorizations be taken 


2 Ordering Paragraph (C) provided that Midwestern, prior to commencing construction 
of its facilities, should file satisfactory evidence with the Commission showing that Trans- 
Canada had secured the necessary export authorizations from both the Province of Al- 
berta and the Dominion of Canada. 

2Fuels Research Council, Inc., National Coal Association, United Mine Workers of 
America, Mid-West Coal Producers Institute, Inc., Upper Lake Docks Coal Bureau, Inc., 
The Chesapeake and Ohio Railway Company, Truax-Traer Coal Company, Baukol-Noonan, 
Inc., and Dakota Collieries Company Division of the North American Coal Corporation. 
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until they could file a motion to reopen the proceedings in Docket No. G—18313, 
et al., “* * * in light of developments since close of hearing’. Thereafter, on 
April 29, 1960, the Coal Interveners filed a motion to reopen the proceedings and 
to provide for further hearings.’ Counsel for Midwestern and Michigan Wiscon- 
sin filed on May 3 and 4, 1960, respectively, auswers and objections to the Coal 
Interveners’ motion. 

The Coal Interveners set forth two grounds to support their request that the 
record be reopened: (1) New questions regarding the public interest are raised 
by the fact that Trans-Canada received only a 20-year license while Trans- 
Canada’s contract with Midwestern, referred to in Opinion No. 331, is for a 
term of 25 years and (2) the Commission’s conditional approval of “* * * the 
extra-record plan of financing submitted by Midwestern after the close of the 
hearings herein * * * foreclosed Movants‘ from contesting the adequacy and 
appropriateness of said plan on the record * * * in derogation of the rights 
of Movants and deprives them of due process of law”. Neither of these grounds 
has any merit as we shall hereinafter demonstrate. 

As the Coal Interveners know, Trans-Canada’s authority to export gas, as 
opposed to Midwestern’s authority to import, is dependent upon its obtaining 
the approval of two Canadian governmental agencies, that is, the Oil and Gas 
Conservation Board of Alberta (Alberta Board) and the National Energy Board 
of Canada (National Board). The following pertinent excerpts from testimony 
given by Trans-Canada’s witnesses in these proceedings make it quite clear that 
the Alberta Board would very probably maintain the termination date of May 
14, 1981, in any permits which might be issued upon the basis of the applica- 
tion filed by Trans-Canada with that Board on September 4, 1959, prior to 
the completion of the hearing in Docket No. G—18313, et al.:° 


Q Regarding the term of the present permits, are they for a term of 27 
years or up to May 14, 1981? 

A May 14, 1981. 

Q Is that a normal term for an Alberta Board permit or how did the 
27-year term happen to be established ? 

A Well, Mr. Horte addressed himself to that question the other day, and 
I quite agree with his answer. The fact was that when the original permit 
was granted in May of 1954 it was anticipated that there would be a two- 
year construction period in installing pipeline and accordingly commence- 
ment of gas would be delayed for two years, which would leave an approxi- 
mately 25-year term of permit. 

Q So that the normal period is 25 years for a permit? 

A Yes. (Tr. 1292-93) 


« * * * > . « 


Q In granting a permit, for how many years does the Oil and Gas Con- 
servation Board consider that a company should meet its peak day? Does it 
have an established policy on that? 

A No established policy that I know of * * * I think they look at each 
case on its own merits. 

Q So that they don’t have a ruling that it is 25 years or 20 or anything 
of that nature? 

A No,sir. (Tr. 1098) 


* * * 


® Hereinafter referred to as “motion”. 

*The terms “Coal Interveners” and “Movants” are used synonymously and interchange- 
ably herein. 

® At all times during the hearing in Docket No. G—18313, et al., one or more counsel 
representing the Coal Interveners were present. 
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Q I have noticed in looking through these permits that once the Board, 
Alberta Board, determines that you may remove gas from a certain enumer- 
ated group of fields, that from then on when you want to take additional 
gas from those same fields, you ask for an amendment to the original permit 
which listed those fields. 

Now, is that the basis on which you have filed your application, that is, as 
to whether you filed for an amendment to an existing permit, or for an 
entirely new permit? 

A That is correct. 

Q It is based solely upon the field from which you wish to take the gas? 

A In other words, if we have contracted for additional gas in a field 
already under permit, and as a result of that contract, and say, sales con- 
tracts, wish to have our quantities increased, the right to remove additional 
gas from the Province, we would do it through an amendment to that 
particular permit. 

Q And that accounts for the fact that in this new filing of September 4 
you have three different kinds of requests here? 

A Yes, sir. 

Q Because in the 54-1 you are requesting additional gas from those fields 
that were originally enumerated in the 54-1 permit, and then you are 
requesting removal of additional gas from the fields which were listed in 
the original permit, 59-2. And then you are asking for a new permit which 
requests removal of gas from fields which have not been passed on by the 
Alberta Board. 

A Thatiscorrect. (Tr. 948-49) 


* * * * * * * 


Q Would you have filed this application on September 4 this early if 
you did not propose to sell gas to Midwestern? 
A No, sir, we would not have. (Tr. 941) 


The foregoing excerpts from the record certainly made it plain to all parties 
participating in the hearing that the Alberta Board normally issues a permit 
for a 25-year period and that all amendments thereafter issued maintain the 
same termination date established in the original permit. Even without any 
testimony, this would be the logical assumption to be drawn from Exhibit 183 
which shows that the Alberta Board issued Trans-Canada’s first permit on May 
14, 1954, with a termination date fixed therein of May 14, 1981, and that all amend- 
ments thereafter issued perpetuated the same termination date of May 14, 1981. 
Surely the Coal Interveners are not claiming surprise that the Alberta Board 
fixed a termination date of May 14, 1981, in the amended and new permits 
granted Trans-Canada to authorize its export of sufficient gas to supply Mid- 
western. We recognized in Opinion No. 331 that the termination date of 
Trans-Canada’s permits is May 14, 1981, at 22 FPC 780. 

The first condition in the National Energy Board’s license issued April 11, 1960, 
is that the “* * * duration of this license shall be for a period commencing on 
the date of its issue and ending on the 14th day of May, A.D. 1981”, and the third 
condition is that “the licensee shall comply with all valid terms and conditions of 
the permits issued to it by the Oil and Gas Conservation Board of Alberta 
* * *” According to Trans-Canada’s legal witness, Trans-Canada can no more 
export gas from Canada without the approval of the Alberta Board than it 
can export gas from Canada without the approval of the National Board. Since 
Trans-Canada’s real interest is in making the final export to Midwestern, it 
would not have helped Trans-Canada’s and Midwestern’s contractual position 
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if the National Board had ignored the termination date in the Alberta Board’s 
permits and had set a date exactly 25 years from April 11, 1960, the date of 
issuance of the license, for Trans-Canada—without an extension of time from the 
Alberta Board—would still not be able to export gas after May 14, 1981, regard- 
less of any 25-year termination date that might have been fixed in the National 
Board’s license. Moreover, after its reference to the Alberta Board’s permits, 
the National Board adverts to the prices to be paid for Canadian gas as set 
forth in the contract between Midwestern and Trans-Canada and indicates 
that the contract “* * * was placed in evidence before the Board as Exhibit 7, 
Appendix C-17”. It is hardly likely that the National Board would examine the 
prices mentioned in the contract sufficiently to state that those are the minimum 
prices at which the gas can be sold without realizing that the contract is for 
a period of 25 years and that the highest price begins in the 20th year, assuming 
deliveries begin November 1, 1960, as Midwestern proposed. 
As we stated in our opinion (22 FPC 775 at p. 780) : 


* * * the evidence shows that discoveries of reserves in Alberta have 
averaged approximately two trillion cubic feet per year during the past six 
years, and discoveries are expected to continue at this rate. * * * Also, 
Trans-Canada is in a prime position to purchase additional gas reserves as 


they are developed, and its actions to date indicate that it will no doubt 
do so. 


The evidence further indicates that Trans-Canada’s chances of getting addi- 
tional amendments to its permits are good: 


Q Historically has the Board issued permits for something less than the 
reserves submitted by Trans-Canada in support of its application for permits? 

A * * * With respect to any application that I have had anything to do 
within the last 2%4 year period, we have obtained the quantities requested in 
every case. (Tr. 1102) 


* * = & * * * 


Q And that accumulation of reserves, of that accumulation, the Board has 
accepted only 87.2 percent of your estimated reserves in that regard, isn’t 
that right? 

A No, sir. They have accepted actually in their report more reserves 
than we attributed to these areas. However, they give you a permit so as 
to fulfill your market requirement * * * (Tr. 1103) [Emphasis supplied.] 


In view of the evidence hereinbefore reviewed, we do not think we erred in 
referring to Midwestern’s 25-year contract with Trans-Canada as one of the 
bases upon which we authorized Midwestern to import gas. Obviously, the 
record is not nearly as silent regarding the issuance of a 20-year Canadian license 
as the Coal Interveners’ motion would have us assume and their allegations 
that such new and different matters now confront us that a reopening of the 
record is required to consider the effect of “a 20-year license, vis-a-vis a 25-year 
license” are contrary to the evidence which was before us when we issued Opinion 
No. 331. For example, one of the reasons given by the Coal Interveners for 
their request to reopen the proceedings is that nine municipalities are hoping 
to issue bonds covering capital expenditures which would be retired over a 30- 
year period. Yet, counsel for the Coal Interveners cross-examined the financial 
witness for these communities concerning the very point on which the Interveners 
now urge that the record be reopened : 


Q Are you aware of the fact that there is a contract submitted in these 
proceedings between Midwestern and Trans-Canada which calls for a 25-year 
term? 
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A Iam not familiar with that document, no, sir. I was thinking in terms 
of about a 20-year— 

Q Of gas supply available? 

A Yes. (Tr. 1759) 


This evidence shows that the financial witness who prepared the 30-year 
amortization schedules, about which the Coal Interveners appear to be alarmed, 
assumed a 20-year gas supply at the time he was preparing those tables (Tr. 
1756-59). It is highly improbable that this witness would change his testimony 
or his 30-year amortization schedules if the record were now to be reopened 
so that counsel for the Coal Interveners could ask additional questions about a 
20-year Canadian license. Therefore, as hereinbefore stated, there appears to be 
no ground whatsoever to the first reason given by the Coal Interveners for their 
motion to reopen the proceedings. 

The Coal Interveners’ second and last reason for requesting that the hearing 
be reopened is purely procedural in nature. They state that Midwestern’s sub- 
mission of its financial plan on December 11, 1959, without furnishing a copy 
of that plan to any of the other parties to the proceeding and the Commission’s 
conditional approval of the plan on January 5, 1960, prevented the Coal Inter- 
veners from being “* * * heard on the proposal finally submitted in support 
of the vital issue of financibility”. As they state in their motion, “During the 
course of the hearings and at all times during these proceedings, your Movants 
contended that Midwestern failed to prove that it could properly finance its 
project” (p.5). 

In their application for rehearing the Coal Interveners argued that: 


The plan of financing and rate of return submitted by Midwestern was 
not found by the Commission to be acceptable and in the public interest, which 
fact alone requires the denial of Midwestern’s certificate. The Commission’s 
refusal to so deny constituted arbitrary and capricious action. (p. 11) 

* * * The Commission has in effect given Midwestern a carte blanche 
for its financing and, in effect, for setting its own rate of return. Thus 
in failing to require that the plan of financing “as finally consummated” must 
be satisfactory to it, the Commission has failed to afford the required 
protection to consumers, investors and aggrieved parties as contemplated 
by the Act * * * (p.9) 


Perhaps realizing, as the court stated in Scripps-Howard Radio v. F.C.C., 189 
F. 2d 677, that “* * * The parties may not control the exact form or content 
of a decision”, the Coal Interveners failed to seek judicial review of the opinion 
and order about which they were complaining. In this connection, the answer 
filed by counsel for Midwestern appropriately observes (at pp. 9-10): 


* * * Tn these circumstances, we cannot perceive how Movants can now 
be heard to complain of the Commission’s action in approving the plan of 
financing as submitted. Movants failed to take an appeal from an order 
which, in their view, required only the filing with the Commission of the 
financing plan “as finally consummated”, without further hearing and with- 
out the Commission’s approval. * * * Assuming, arguendo, that Movants 
were deprived of a right to be heard on the plan of financing as filed, such 
alleged deprivation stemmed from the certificate order from which no appeal 
was taken rather than from the Commission’s action in approving the plan 
as filed. 

It is important to note that in their application for rehearing, Movants 
simply requested that the plan of financing be submitted to the Commission 
for its approval. They did not request any opportunity to be heard thereon. 
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The Commission’s consideration and approval of the plan, without further 
hearing is, therefore, precisely what Movants requested in their application 
for rehearing. 


However, the best answer to the Coal Interveners’ objection to the approval 
of Midwestern’s financing plan, pursuant to Paragraph (D) (i)° of the order 
accompanying Opinion No. 331, is found in the court’s opinion in Florida Eco- 
nomic Advisory Council v. F.P.C., 251 F. 2d 643 (at pp. 648-49) : 

Conditions. The Commission found that the plan was defective as it then 
stood, but it found that if certain conditions were complied with, the defects 
would be cured. It granted the certificate subject to these curative condi- 
tions, without hearing what petitioner had to say about them. Petitioner 
says it should have been heard, because the conditions transformed the 
proposal into an entirely new proposition. * * * We think not. The con- 
ditions only resolved issues raised, argued and briefed in the hearing. They 
involved no surprises except insofar as they may have gone farther or not 
so far as petitioner would have wished. * * * For example, in the hearing, 
all parties, including petitioner, were heard on the issue of how much equity 
capital should be required. Later, the Commission decided the level should 
be 15%, and conditioned the grant of the certificate on meeting this require- 
ment. No useful purpose would have been served by reopening the proceed- 
ings to hear petitioner argue that 15% was not proper. 


As in considering any pleading filed with the Commission, we must consider 
whether the public interest will be served better by granting the action requested 
or by denying it. We do not believe that the reasons given by the Coal Inter- 
veners in their motion are meritorious. Certainly greater injury would befall 
the public from the delay ensuing from a reopening of the proceedings than 
could possibly be obtained by a reconsideration of the very same issues which have 
heretofore been the subject of briefing, oral argument and thorough review by 
the Commission. Indeed, as the Coal Interveners concede (at p. 7): 


In the new plan of financing, however, Midwestern has rolled in the south- 
ern system with the northern system and has included the financing for 
the two projects as one ball-of-wax. This, in and of itself, is not neces- 
sarily improper. What is wrong, Movants submit, is that the Commission, by 
its action of January 5, 1906, approving the financing, has failed to allow the 
parties of record to be heard on the proposal finally submitted in support 
of the vital issue of financibility. [Emphasis supplied.] 


Principally, then, the reopening is requested to cure an alleged procedural error 
which the court in the Florida Economic case, supra, found to be nonezistent in 
almost identical circumstances. 

Contrary to the dire warnings of the Coal Interveners, the Alberta Board 
granted Trans-Canada permission to remove even greater volumes of gas from 
the Province than Trans-Canada had requested in its 1959 application discussed 
by Trans-Canada’s witnesses during the hearing in these proceedings. Also, it 
appears that the National Board approved the export by Trans-Canada of 204,000 


*Paragraph (D)(i) provided that “Midwestern shall, prior to commencing construction, 
file with the Commission its firm proposals for financing as finally consummated. * * *” 
Cf., Natural Gas Storage Company of Illinois, 11 FPC 366, 8374; Hast Tennessee Natural 
Gas Company, 11 FPC 426, 432; Atlantic Seaboard Corporation, 7 FPC 995-6; Permian 
Basin Pipeline Company, et al., 12 FPC 85, 103; Northwest Natural Gas Company, et al., 
Opinion No. 271, 13 FPC 221 at 239. 
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Mcf of gas per day with a limitation on annual volumes at a little over 99 percent 
load factor. Paragraph (C) (i) provided that Midwestern should file with the 
Commission satisfactory evidence that Trans-Canada has secured the authoriza- 
tions required by the laws of the Province of Alberta and Paragraph (C) (ii) 
provided that Midwestern should file with the Commission satisfactory evidence 
that Trans-Canada has secured the authorizations required by the laws of 
Canada. Midwestern’s filing of copies of these Canadian authorizations on April 
26, 1960, appears to constitute compliance with Paragraph (C) of the order 
accompanying Opinion No. 331. 


The Commission finds: 


(1) Having failed to show good cause for reopening the proceedings herein, 
the Coal Interveners’ motion filed April 29, 1960, should be denied. 

(2) The filing by Midwestern of copies of permits issued by the Oil and Gas 
Conservation Board of Alberta and copies of licenses issued by the National 
Energy Board, as approved by the Governor General in Council, constitutes com- 
pliance with Paragraph (C) of the order accompanying Opinion No. 331. 


The Commission orders: 


(A) The motion to reopen proceedings and to provide for further hearing, filed 
by the Coal Interveners April 29, 1960, is hereby denied. 

(B) The filing by Midwestern on April 26, 1960, of copies of the permits issued 
to Trans-Canada, numbered TC 54-1 dated May 14, 1954 (as amended), TC 
59-2 dated January 29, 1959 (as amended), TC 60-3 dated January 13, 1960 and 
SPC 57-1 dated August 30, 1957 (as amended) by the Oil and Gas Conservation 
Board of Alberta and copies of the licenses issued to Trans-Canada by the Na- 
tional Energy Board, numbered GL-—1 dated April 11, 1960 and GC-11 dated 
April 19, 1960, both approved by the Governor General in Council on April 13, 
1960, constitutes compliance with Paragraph (C) of the Commission’s order 
accompanying Opinion No. 331. 

Commissioner Kline dissenting in part, filed a separate statement. 


Kine, Commissioner, dissenting in part: 


I would grant reopening of the proceedings on the ground that Opinion No. 
331 of this Commission, issued on October 31, 1959, did not request the filing of any 
new plan of financing but only ordered Midwestern to “file with the Commission 
its firm proposals for financing as finally consummated,” (italics mine) 
and the filing by Midwestern of a wholly new and different plan of financing 
on December 9, 1959 was such a substantial and material change in its position 
that the parties to the proceeding were entitled to be heard with respect to it. 
For the reasons stated in my dissent of January 5, 1960 to the plan of financing, 
I felt it was decidedly inferior to the plan proposed in the certificate proceedings 
and that the parties opposing the issuance of the certificate should have a right 
to be heard with regard to it. The Commission denied rehearing of its order 
of October 31, 1959 on December 29, 1959. I do not believe it had the right 
immediately thereafter to modify substantially, in an ex parte proceeding, its 
original order upon an issue which was squarely before the Commission and 
on which petitioners had cross-examined witnesses. If orders can be modified 
on material matters in this manner, then there would seem to be no need to have 
held a hearing in the first place. As Judge Bazelon stated in his dissenting 
opinion in the case of Florida Economic Advisory Council v. Federal Power 
Commission, 251 F. 2d 6438, 654 “‘This makes a farce of administrative procedure.” 
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Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


MISSISSIPPI RIVER FUEL CORPORATION, DOCKET NOS. G—15174, RP60-7 


ORDER APPROVING PROPOSED SETTLEMENT AND PRESCRIBING REFUNDS 


(Issued May 27, 1960) 


On May 1, 1958, Mississippi River Fuel Corporation (Mississippi), pursuant to 
the provisions of Section 4 of the Natural Gas Act, tendered for filing proposed 
increased rates for sales of natural gas for resale in interstate commerce. The 
rates sought, reflect, among other things, higher costs of operation and higher 
costs for purchased gas resulting from rate increases proposed and currently in 
effect subject to refund obligation by United Gas Pipe Line Company (United). 
Mississippi's filing was suspended by Commission order issued May 29, 1958, 
then made effective as of November 1, 1958, subject to refund in Docket No. 
G-15174, and a formal hearing was commenced on January 12, 1960. The hearing 
was recessed after presentation of Mississippi’s evidence. 

The proposed increased rates, which are in effect subject to refund in the 
proceeding in Docket No. G—15174, are designated as Fourth Revised Sheet No. 4 
and Third Revised Sheet No. 5 of Mississippi’s FPC Gas Rate Tariff, Original 
Volume No. 1. 

On March 25, 1960, Mississippi filed additional increased rates, designated as 
Fifth Revised Sheet No. 4 of Mississippi’s FPC Gas Tariff, Original Volume No. 1. 
This filing was suspended by order issued April 25, 1960, in Docket No. RP60-7, 
until August 13, 1960, and until such further time as the proposed increased 
rates may be made effective in the manner prescribed by the Natural Gas Act. 
No hearing has been held in this proceeding. 

The filing in the proceeding in Docket No. G—15174 represents an increase of 
$4,097,323 annually, based on sales for the year 1957, and the filing in Docket No. 
RP60-7 reflects an increase of $2,597,164 annually, based on sales for the year 
1959. 

Now pending are three other increased rate proposals filed by Mississippi 
and in effect subject to refund obligation in the proceedings in Docket Nos. 
G-11467, G—16792 and G—20239. Pursuant to Mississippi’s motion filed December 
21, 1959, these latter proceedings were consolidated with that in Docket No. 
G-—15174 by notice of the Secretary issued January 6, 1960. Subsequently, on 
April 25, 1960, Mississippi filed a motion to sever the proceeding in G—15174 
and consolidate it with that in Docket No. RP60-7. A further rate change based 
upon Louisiana Severance Tax issues is now pending in Docket No. G-17716. 

On February 16, 1960, a conference was held with regard to the consolidated 
proceedings in Docket Nos. G-15174, G—11467, G-16792 and G-—20239. The con- 
ference was attended by Commission staff, by Mississippi, and by other inter- 
ested parties desiring to attend, the purpose being to explore any areas of possible 
agreement and to narrow all remaining issues, thereby, expediting the hearing 
scheduled to resume May 17, 1960. Subsequent to the conference, Mississippi 
indicated its desire to reach a settlement of the issues remaining in dispute. 
Accordingly, a settlement conference was held on April 20, 1960, with repre- 
sentation again by Commission staff, Mississippi and other interested parties. 

As a result of agreements reached at this latter meeting, a Proposal for Final 
Disposition of Rate Proceedings (Proposal) was submitted by Mississippi on 
May 10, 1960, with regard to the proceedings in Docket Nos. G-15174 and RP60-7. 
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This Proposal has been signed by the principal customers of Mississippi and by 
the City of St. Louis, Missouri and the Missouri Public Service Commission. The 
Illinois Commerce Commission has not signed, but has advised by letter dated 
May 3, 1960 that it has no objections to the stipulations signed by the parties 
who have participated in the instant dockets consenting to a settlement of those 
rate cases. 


The proposed settlement agreement, which is attached hereto as Appendix I,* 
provides as follows: 

For the period beginning November 1, 1958 and ending November 30, 1958, 
inclusive, the rates shall be a demand charge of $1.70 and a commodity charge of 
19.51 cents per Mcf. 

For the period from December 1, 1958 and ending September 30, 1959, inclusive, 
the rates shall be a demand charge of $1.70 and a commodity charge of 19.83 
cents per Mcf. 

For the period from October 1, 1959, through August 12, 1960, inclusive, the 
rates shall be a demand charge of $1.72 and a commodity charge of 20.55 cents 
per Mcf.’ 

Effective as of August 13, 1960, the rates shall be a demand charge of $1.79 
and a commodity charge of 21 cents per Mef, in accordance with the revised sheets 
appended to Mississippi’s Proposal.* 

The refund amounts resulting from the rates for the above specified periods 
are to be calculated by months for each of the months indicated, refund to be 
made within thirty (30) days of the date of this order as hereafter specified, 
simple interest on the principal sum being paid at 6% per annum, and computed 
from the twentieth day of the month in each instance following the month for 
which refund is calculated, through May 15, 1960. 

In the event that Mississippi receives a refund in Docket Nos. G-12801, G—15360, 
and G-18406, from United of monies collected for gas sold by United during the 
period from November 1, 1958, through August 12, 1960, Mississippi shall transmit 
a portion of such refund (including interest thereon from United) to its resale 
customers, such portion not to exceed eighty-nine percent of the total said refund 
for such period. Mississippi shall transmit such portion within sixty days of 
receiving refund from United, with the provision that should the Commission’s 
refunding order to United become the subject of litigation, Mississippi may elect 
to retain all of the refund pending ultimate disposition of such litigation and 
thereafter pay simple interest at the rate of six percent (6%) per annum 
on the portion to be transmitted, such interest to be computed from the date 
otherwise payable by Mississippi until the date paid. The portion of the refund 
by United to be transmitted by Mississippi to its utility customers shall be deter- 
mined as follows: 

(A) 82.81% of United’s demand charge reflected in its refund to Mississippi 
for the specified period, plus 


*Omitted in printing. 

2 Covering the period from May 1, 1960 through August 12, 1960: Sixth Revised Sheet 
No. 4, superseding Fifth Revised Sheet No. 4, and Fifth Revised Sheet No. 5, superseding 
Fourth Revised Sheet No. 5, to Mississippi’s FPC Gas Tariff, Original Volume No. 1, such 
supplements as proposed to become effective May 1, 1960. These sheets shall be filed with 
the Commission upon its acceptance of the Proposal, and Sixth Revised Sheet No. 4, 
superseding Fourth Revised Sheet No. 4. 

2 Seventh Revised Sheet No. 4, superseding Sixth Revised Sheet No. 4, and Sixth Revised 
Sheet No. 5, superseding Fifth Revised Sheet No. 5, to Mississippi’s FPC Gas Tariff, Origi- 
nal Volume No. 1, such supplements as proposed to become effective August 13, 1960. 
These sheets shall be filed with the Commission upon its acceptance of the Proposal, and 
Seventh Revised Sheet No. 4 shall then be redesignated Substitute Fifth Revised Sheet No. 
4, superseding Fifth Revised Sheet No. 4. 
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(B) 59.12% of United’s commodity charge reflected in its refund to Mississippi 
for the specified period ; 

(C) The total not to exceed eighty-nine percent, as stated above. Said total 
portion of United’s refund shall be apportioned to the utility customers in pro- 
portion to the amounts each has paid under Mississippi’s Rate Schedule F-1 
during the period to which Mississippi’s refund obligation relates. 

In the event that Mississippi receives a refund in Docket No. RP60-2 from 
United of monies collected for gas by United after August 12, 1960, Mississippi 
shall transmit a portion of such refund (including interest thereon from United) 
to its resale customers, such portion not to exceed eighty-nine percent of the total 
said refund for the period from August 13, 1960, until either such date as United’s 
reduced rates to Mississippi become effective or such date as Mississippi shall, 
consistent with the terms of the Proposal, file for a further rate increase, which- 
ever date is earlier. Mississippi shall transmit such portion within sixty days 
of receiving refund from United, with the provision that should the Commission’s 
refunding order in Docket No. RP60—-2 become the subject of litigation, Missis- 
sippi may elect to retain all of the refund pending ultimate disposition of such 
litigation and thereafter pay simple interest on the portion transmitted at the 
rate of six percent (6%) per annum computed from the date otherwise payable 
by Mississippi until paid. The portion of the refund from United to be trans- 
mitted by Mississippi to its utility customers shall be determined as follows: 

(A) 82.81% of United’s demand charge reflected in its refund to Mississippi 
for the specified period, plus 

(B) 59.12% of United’s commodity charge reflected in its refund to Mississippi 
for the specified period, 

(C) The total not to exceed eighty-nine percent as stated above. Said total 
portion of United’s refund shall be apportioned to the utility customers in pro- 
portion to the amounts each has paid under Mississippi’s Rate Schedule F-1 dur- 
ing the period to which Mississippi’s refund obligation relates. 

Moreover, in the event United does reduce its rates to Mississippi for a period 
beginning at the end of United’s suspension period in RP60-2, Mississippi shall 
transmit a portion not to exceed eighty-nine percent of the total said refund by 
filing with the Commission a reduction in the rates proposed in Paragraph VI 
of the Proposal. Such reduced rate charges by Mississippi shall be effective as 
of the date reduced rates by United, if any, shall become effective and shall be 
filed by Mississippi within thirty (30) days thereafter. If, however, prior to the 
time this latter filing of reduced rates would otherwise be made by Mississippi, 
it has tendered, consistent with the terms of this Proposal, a proposed increase 
in Rate Schedule F-1 to be effective subsequent to August 13, 1960, Mississippi 
shall not be obligated to file a change in rates but shall be obligated only to trans- 
mit a portion of United’s refund as stated above. The reduction in rates, if any, 
shall be determined as follows: 

(A) For the monthly demand charge divide one-twelfth of 82.81% of the an- 
nual reduction (or increase) in United’s rate schedule applicable to Mississippi 
during the twelve calendar months immediately preceding the month in which 
the over-all dollar reduction in United’s rates becomes effective by the total stated 
demands as set forth on page 25 of Mississippi’s FPC Gas Tariff in effect during 
the month in which United’s reduction (or increase) becomes effective (test 
year). The quotient determined by such division calculated to the nearest tenth 
of a cent shall be subtracted from (or added to) Mississippi’s basic demand 
charge of $1.79 per Mcf of stated demand. 

(B) For the commodity charge divide 59.12% of the annual reduction (or 
increase) in the commodity charges made effective in United’s rate schedule ap- 
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plicable to its sales to Mississippi based upon the volume delivered during the 
“test year” by the total volume of gas sold by Mississippi under Rate Schedule 
F-1 during the test year. The quotient determined by the above division shall 
be divided by the average Btu per cubic foot for gas sold under Rate Schedule 
F-1 during the test year less five, and the quotient of this division shall be mul- 
tiplied by one thousand to adjust for the Btu factor. The resulting figure cal- 
culated to the nearest one-hundredth of a cent, shall be subtracted from (or 
added to) Mississippi’s basic commodity charge of 21 cents per Mcf. 

If Mississippi receives a refund from any of its suppliers other than United, 
based on rates paid such suppliers on January 12, 1960, for gas purchased during 
the period from November 1, 1958 to August 13, 1960, or such further time as 
Mississippi files another rate increase, Mississippi shall transmit a portion not 
to exceed 59.12% of the total said refund. Such portion shall be transmitted to 
each resale customer in proportion to the volumes of gas purchased by each of 
them under Mississippi’s Rate Schedule F-1, for resale, during the period to 
which Mississippi’s obligation relates. 

The provisions of the Proposal and the provisions of any rate schedules filed 
in accordance with Paragraphs IV, VI, VII, and IX, of the Proposal shall be 
subject to the ultimate decision, after rehearings and court reviews, of the 
proceedings presently pending against Mississippi in Docket Nos. G—16504, e¢ al. 
These proceedings, now pending decision by the Presiding Examiner, involve, 
among other things, a complaint against certain terms and conditions of Missis- 
sippi’s FPC Gas Tariff, including certain provisions of Rate Schedule F-1 as 
contained therein. Nothing in the Proposal shall be construed as prejudicing 
the effect of said ultimate decision on the provisions of the Proposal. 

Mississippi agrees that it will not file prior to March 1, 1961, an increase in 
the basic monthly rate of $1.79 demand and 21 cents per Mcf commodity rate, 
unless prior to that date, United files an increase in its rates to Mississippi, 
under which circumstances Mississippi’s filing shall be in an amount approxi- 
mately equal to the resale customer’s allocable portion of Mississippi’s increased 
purchase costs resulting from United’s increase. 

Mississippi proposes that the proceeding in Docket No. G—15174 be severed 
from those in Docket Nos. G—11467, G-16792, and G—20239, and that the proceed- 
ings in Docket Nos. G-15174 and RP60-7 be terminated as of the date of accept- 
ance by the Commission of Mississippi’s Proposal. 

Our review of the Proposal based upon a cost of service study as appended 
hereto (Appendix B) incidates that the Proposal discussed in part above, is in 
the public interest. 


The Commission finds: 


(1) The increased rates and charges contained in Mississippi’s FPC Gas 
Tariff, Original Volume No. 1, as amended by Fourth Revised Sheet No. 4 and 
Third Revised Sheet No. 5, filed May 1, 1958, and Fifth Revised Sheet No. 4, 
filed March 25, 1960, have not been shown to be just and reasonable, or otherwise 
lawful under the terms and provisions of the Natural Gas Act, and they should 
be disallowed and denied as hereinafter provided and ordered. 

(2) The settlement of these proceedings on the basis of the “Proposal for 
Final Disposition of Rate Proceedings” (Appendix A) as submitted by Missis- 
sippi and as consented to by the principal customers of Mississippi, the City of 
St. Louis, Missouri and Missouri Public Service Commission, is, upon adoption 
of the terms and conditions hereinafter ordered, reasonable, proper and in the 
public interest in carrying out the provisions of the Natural Gas Act, and such 
Proposal should be approved and made effective as hereinafter provided and 
ordered. 
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(3) Good cause exists for terminating the proceedings in Docket Nos. G—151T4 
and RP60-7. 






The Commission orders: 

(A) The increased rates and charges contained in Mississippi’s filing referred 
to in paragraph (1) above, are hereby disallowed. 

(B) The settlement of the proceedings in Docket Nos. G-15174 and RP60-7 
as proposed by Mississippi and set forth in its Proposal for Final Disposition 
of Rate Proceedings is hereby approved and made effective, subject to the terms 
and conditions hereinafter ordered. 

(C) Mississippi shall refund to its jurisdictional customers within 30 days 
from the date of issuance of this order such amounts together with interest 
at 6 percent per annum on the principal sums as shown for the period from 
November 1, 1958 through November 30, 1958 in III(A), from December 1, 1958 
through September 30, 1959, in III(B), and from the period from October 1, 
1959 through April 30, 1960 in III(C) of Mississippi’s Proposal. 

(D) Within 15 days after making any refund as provided by paragraph (C) 
above, Mississippi shall report to the Commission, in writing and under oath, 
the amount of the refund made to each of its utility customers, showing 
separately the amount of principal and interest so paid, the billing deter- 
minants or other basis used for such determination, and shall serve a copy 
of such report upon each of the customers receiving a refund. Concurrently 
therewith, Mississippi shall file with the Commission with respect to the refunds 
provided by paragraph (C) above, releases from its jurisdictional customers 
showing receipt of the principal and interest in conformity to the plan of settle 
ment approved hereby. 

(E) In the event that Mississippi receives a refund from United of monies 
collected for gas purchased by Mississippi during any part of the period from 
November 1, 1958 through August 12, 1960, Mississippi shall refund to its 
resale customers affected by the rate filings in proceeding in Docket No. G— 
15174, the amounts stipulated in Paragraph V of the Proposal, as provided 
therein. 

(F) In the event that Mississippi receives a refund from United of monies 
collected for gas purchased by Mississippi at a time after August 12, 1960, 
Mississippi shall refund to its resale customers affected by the rate filings in 
the proceeding in Docket No. RP60-7, the amounts stipulated in Paragraph 
VII of the Proposal, as provided therein. In the event that Mississippi receives 
a refund from suppliers other than United Gas Pipe Line Company of monies 
collected for gas purchased by Mississippi at any time after November 1, 1958, 
Mississippi shall refund to its resale customers affected by the rate filings in the 
proceeding in Docket No. G—15174, the amounts stipulated in Paragraph VIII, 
as provided therein. 

(G) The rates providing a monthly demand charge of $1.72 per Mcf and a 
commodity charge of 20.55¢ per Mcf shall become effective May 1, 1960 as 
proposed in Paragraph IV of the Proposal. The rates providing a monthly 
demand charge of $1.79 per Mcf and a commodity charge of 21¢ per Mcf shall 
become effective on August 13, 1960 as proposed in Paragraph VI of the Proposal, 
or on such date as the rates of United Gas Pipe Line Company in Docket No. 
RP60-2 become effective, whichever occurs later. Mississippi shall file with the 
Commission within 15 days after the date of issuance of this order Substitute 
Fourth Revised Sheet No. 4, superseding Fourth Revised Sheet No. 4 (which 
will be identical in all respects to Exhibit A to the Proposal except for the sheet 
designation), and Substitute Fifth Revised Sheet No. 4, superseding Fifth 
Revised Sheet No. 4 (which will be identical in all respects to Exhibit C to the 
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Proposal except for the sheet designation), together with Sixth Revised Sheet 
No. 5, superseding Fifth Revised Sheet No. 5. 

(H) Upon full compliance by Mississippi with all the terms and conditions 
of this order, the proceedings, in Docket Nos. G—15174 and RP60~7 shall be 
considered terminated. 

(1) The acceptance of this offer is without prejudice to any findings or 
determinations that may be made in any proceedings which are presently being 
heard or in any other proceedings now pending or hereinafter instituted by or 
against Mississippi or any other company. 


Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


COASTAL TRANSMISSION CORPORATION, ET AL., DOCKET NO. 
G-18338, ET AL. 


ORDER DENYING APPLICATION FOR REHEARING AND RECONSIDERATION OF ORDER DENY- 
ING INTERVENTION 


(Issued May 31, 1960)* 









An application for rehearing and reconsideration of the Commission’s order 
issued March 31, 1960, in the above-entitled proceeding was filed May 2, 1960 
by the Public Service Commission of the State of New York (PSC). By that 
order we denied PSC’s participation herein as an intervener, stating that the 
natural gas involved in this proceeding will not be consumed in the State of 
New York and that PSC failed to show “that it is an interested State 
Commission * * *”, 

In its application for rehearing and reconsideration, PSC asserts that the 
mere filing of a Notice of Intervention, although devoid of any allegations of 
interest, is full compliance with Section 15(a) of the Natural Gas Act (Act) 
and the Commission’s Rules adopted for the proper administration of the Act. 
The application however does, for the first time, reveal PSC’s interest in the 
instant matter. 

In setting forth its interests in this proceeding, the PSC does not allege that 
any of the natural gas which is the subject matter of this proceeding will enter 
the State of New York. PSC does inform us that its interests arise out of the 
fact that it is served by pipeline companies which purchase supplies of natural 
gas in the same Texas and Louisiana production areas involved herein, and 
by its application, PSC specifically contends that: 



























* * * unconditional certification of these sales at the proposed initial 
prices will adveresly affect ultimate consumers in the New York market 
area(1) by further entrenching “out of line” prices as the producing area 
bargaining floor for future gas purchase negotiations by New York-serving 
pipelines; and (2) by furnishing additional high price points of reference 
to be used in redetermining prices under clauses for that purpose contained 
in numerous gas purchase contracts of New York-serving pipelines. 

First, with reference to PSC’s assertion that it is entitled to the status of an 
intervener merely by the filing of a Notice of Intervention, we are of the view 
that such Notice of Intervention must contain sufficient allegations of interest 
and in the absence thereof, the Notice of Intervention is addressed to our 
discretion. Here the Notice of Intervention contained no statement of PSC’s 







*Set aside and remanded; Public Service Commission of the State of New York v. 
FPC 295 F. 2d 140; cert. den., 368 U.S. 948. Intervention granted by order issued 
September 22,, 1961, 26 FPC 531. 
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interests and we were of the opinion that PSC should not be permitted to inter- 
vene. As noted above, PSC has now apprised us of their interests in this matter 
for the first time in the application now before us for our consideration. 

After full consideration of the interests asserted by PSC, we are not per- 
suaded that PSC has shown wherein consumers of natural gas in New York 
will suffer direct and immediate injury. We are impelled to this conclusion 
since the natural gas involved here will not enter New York markets, and that 
therefore, the potential injury complained of by PSC is remote and conjectural. 
Memphis Light, Gas 4 Water Division v. F.P.C., 243 F. 2d 628, et seg (CADC, 
1957).* Accordingly, an adequate basis upon which intervention may be predi- 
cated has not been formulated. 


The Commission finds: 


The assignments of error contained in the application for rehearing and 
reconsideration of our order issued March 31, 1960, filed in this proceeding, sets 
forth no facts or principles of law which were not fully considered by the 
Commission when it issued its order of March 31, 1960, or which having now 
been considered warrant any change or modification of that order. Such 
specifications of error, contentions and arguments contained in the above appli- 
cation for rehearing as are not specifically disposed of in the foregoing are 
without reasonable basis in law, or are immaterial to the correct decision of 
this case, and should be denied. 


The Commission orders: 


The application for rehearing and reconsideration is hereby denied. 
Commissioner Connole dissenting. 


1The recency and the teachings of the Memphis case, decided in 1957, also dispose of 


PSC’s argument that its participation herein as an intervener was established by precedent, 
in 1956, when we permitted them to intervene in similar proceedings involving the same 
pipeline company applicants. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


NORTHERN STATES POWER COMPANY, PROJECT NO. 2056 
ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued June 2, 1960) 


Application was filed on February 8, 1960 by Northern States Power Com- 
pany, licensee for major Project No. 2056, for further amendment of its license 
for the project located on the Mississippi River, navigable waters of the United 
States, in the City of Minneapolis, in Hennepin County, Minnesota, at Upper 
St. Anthony Falls. 

The licensee requests further amendment of its license to: (1) eliminate 
therefrom certain project works because of abandonment of the Consolidated 
Hydro Plant and all associated facilities, Section 1 of the Upper Dam, and 
certain islands and other lands; (2) authorize construction of a new stilling 
basin for wasteway No. 2; and (3) delete or amend certain articles of the 
license which will be affected by the amendment. 

According to the application : due to obsolescence, deterioration and inefficiency 
of the seven small hydro plants comprising the Consolidated plant, it is no longer 
economical to operate such plant, and its operation was discontinued on October 
1, 1959; the St. Paul District Engineer advised the licensee in July 1959 that 
the operation of the Government navigation project through St. Anthony Falls 
(now under construction) will necessitate that the flow of water through the 
licensee’s main canal will be permanently reduced to a maximum of 800 cfs—with 
possible future reduction ; the main canal is over 100 years old and reconstruction 
cost is estimated at 14 million dollars; and that for the foregoing reasons General 
Mills, Inc., (the other user of water from the main canal) and the licensee have 
an agreement whereby General Mills will electrify its milling facilities and 
transfer its water rights to the licensee. 

The application also recites that pursuant to advice from the Corps of Engi- 
neers, certain sections of the Upper Dam will be revised to elevations other than 
as required by Article 24 of the license, and in that connection the Corps pro- 
posed, at government expense, to remove that portion of Section 1 of the Dam 
necessary for construction of the navigation lock, while the licensee will raise 
the crest of Section 2 at the latter’s expense. Consistent with the Corps’ proposal, 
the licensee has conveyed Section 1 of the Dam to the Federal Government, and 
requests authority to raise the crest of Section 2 to 801.0 feet (m.s.l.). For these 
reasons, the licensee requests modification of Article 24 and elimination of 
Article 25 of the license to conform with the Corps’ proposal. 

Finally, the licensee advises that construction of a new wasteway No. 2 at 
the Upper Dam is necessary because of erosion of repair work due to recent 
floods. 

The Assistant Chief of Civil Works for Middle Western Divisions, Corps of 
Engineers, Department of the Army, has reported that the remaining plans 
of the structures affecting navigation are satisfactory and that additional 
terms and conditions in the interest of navigation are unnecessary. The trac- 


ings of the plans were approved by the Chief of Engineers and the Secretary 
of the Army. 
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The elimination of the Consolidated plant from the license will reduce the 
authorized installed capacity of the entire project from 32,800 horsepower to 
29,200 horsepower, with a resultant decrease in the annual charges for reim- 
bursing the United States for the cost of administration of Part I of the 
Federal Power Act. 


The Commission finds: 


(1) Public notice of the filing of the application for amendment has been 
given as required by the Act. No protests were filed. 

(2) The proposed modification of the project as hereinafter ordered, is in 
the public interest. 

(3) The installed capacity of the project for purposes of computing the 
capacity component of the administrative annual charge, as decreased under 
this amendment, is 29,200 horsepower. 

(4) Exhibit K (FPC No. 2056-15 and -16), Exhibit L (FPC No. 2056-17 
and -18), and Exhibit M filed on February 8, 1960 as part of the application 
for amendment, conform to the Commission’s rules and regulations and should 
be approved as part of the license as further amended, and superseded Exhibit 
K (FPC No. 2056-13 and -14), Exhibit L (FPC No. 2056-9 and -10), and Ex- 
hibit M filed December 29, 1955 and April 24, 1956, should be eliminated 
from the license—all as hereinafter provided. 


The Commission orders: 


(A) The exhibits described in finding (4) above as conforming to the Com- 
mission’s rules and regulations are approved as part of the license for the 
project, and the exhibits described in the same finding as being superseded are 
eliminated from the license for the project, and Article 25 of the license is also 
eliminated therefrom. 

(B) The license for Project No. 2056, as amended, is further amended, effec- 
tive as of April 1, 1960; said amendment being: 

PARAGRAPH I. Paragraphs (a) and (b) of the license are further amended 
to read as follows: 

(a) All lands constituting the project area and inclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purpose of the project, whether such 
lands or interest therein are owned or held by the Licensee or by the United 
States; such project area and project boundary being more specifically shown 
and described by certain exhibits which formed part of the application for 
license or amendment thereof and which are designated and described as 
follows: 

BEohidit J: (FPC No. 2056-1) General Map of project except for showing the 
Consolidated hydro plant; 

Echibit K: (FPC Nos. 2056-15 and -16) Detail Map of Project Land. 

(b) All project works consisting principally of: 

Lower Dam Development comprised of a powerhouse and associated facilities 
modernized by substitution of new hydraulic, generating, and other electrical 
and mechanical equipment with such other alterations and additions as may 
be required so that the new installation will comprise 10 outdoor-type generat- 
ing units consisting of 10 turbines of equal size with a total capacity of 11,400 
horsepower and 10 generators of equal size with a total capacity of 8,000 kilo- 
watts, and two 700-foot underground cables connecting the substation with the 
underground distribution system. The power head utilized is created by a 
Federal-owned navigation dam located adjacent to the powerhouse. 
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Upper Dam Development comprised of a constructed horseshoeshaped gravity 
dam except for section No. 1, composed of timber, concrete and masonry con- 
struction equipped with head gates, wasteways, sluices and an apron to be 
reconstructed of concrete; a headrace; the Main Street powerhouse containing 
two 1,000-horsepower turbines connected to two 480-kilowatt generators; the 
Hennepin Island powerhouse, re-equipped and modernized, containing four 
3,400-horsepower horizontal turbines each connected to a 2,475-kilowatt gen- 
erator and a new 3,500-horsepower vertical turbine connected to a 2,500- 
kilowatt generator; remote control operating cables to the Main Street plants; 
and appurtenant facilities; the location, nature, and character of which are 
more specifically shown and described by the exhibits hereinbefore cited and 
by certain other exhibits which also formed part of the application for license 
or amendment thereof and which are designated and described as follows: 

Echibit L: (FPC No. 2056-8) Lower Dam Plant-Powerhouse Plan and 
Sections; 

(FPC No. 2056-17) Revised Design of Upper Dam Structures including 
Hennepin Island Plant; 

(FPO No. 2056-18) Main Street Hydro Plant, Structures and Equipment; 

(FPC Nos. 2056-11 and -12) General plan and sections of concrete apron 
at the Upper Dam; 

Exhibit M: A Statement in two sheets, giving a description of the equip- 
ment installed in the Lower Dam Development, filed in the Commission August 
14, 1950; and 

Exhibit M: A typewritten statement in four sheets, giving general descrip- 
tions and specifications of equipment in the Hennepin Island and Main Street 
Hydro Plants and at the Upper Dam, filed in the Commission February 8, 1960. 

PARAGRAPH II. Sub-paragraph (i) of Article 21 of the license is further 
amended to read as follows: 

(i) Effective April 1, 1960, for the purpose of reimbursing the United States 
for the cost of administration of Part I of the Act, one (1) cent per horse 
power of the authorized installed capacity (29,200 horsepower), plus two and 
one-half (214) cents per 1,000 kilowatt-hours of gross energy generated by the 
project during the calendar year for which the charge is made; and 

PARAGRAPH III, Article 24 of the license is amended to read as follows: 

Article 24. The crest of the Upper (horseshoe) Dam shall be reconstructed 
to bring all sections of the overflow portions, except Section No. 2, to a 
uniform elevation of 796.8 feet (m.s.l.) and Section No. 2 to an elevation 
of 801.0 feet (m.s.l.) at such time as the Commission may direct upon the 
request of the Corps of Engineers, Department of the Army. 

(C) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way consti- 
tute a waiver of any other part, provision or condition of the license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act and failure to file such an application shall consti- 
tute acceptance of this amendment of license. In acknowledgment of the 
acceptance of this amendment of license, it shall be signed for the licensee 
and returned to the Commission within 60 days from the date of issuance of 
this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; William R. Connole 
and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-8940 


ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY AND 
EXTENDING THE TIME WITHIN WHICH TO CONSTRUCT FACILITIES 


(Issued June 3, 1960) 


El Paso Natural Gas Company (Petitioner), a Delaware corporation with 
principal place of business at El Paso, Texas, filed a petition in Docket No. G-8940 
on January 5, 1959, pursuant to Section 16 of the Natural Gas Act (Act), whereby 
it seeks to have the certificate of public convenience and necessity heretofore 
issued it, as subsequently amended, further amended as hereinafter described, 
all as more fully represented in said petition. 

Heretofore by Commission Opinion No. 289 issued on November 25, 1955, 14 
FPC 157, as amended by orders issued on March 5, 1956 and November 20, 1956,* 
15 FPC 1189, and 16 FPC 1250, Petitioner was issued a certificate of public 
convenience and necessity in Docket No. G—8940, pursuant to Section 7(c) of 
the Act, authorizing Petitioner, inter alia, to construct and operate: 

(1) The Pampa facilities,’ consisting of a 4,050 horsepower compressor station, 
approximately 36.3 miles of 12%4-inch pipeline and a dehydration plant, for the 
purpose of enabling Petitioner to receive 39,000 Mcf of natural gas per day from 
Cities Service Gas Company in Carson County, Texas, for transmission to 
Petitioner’s Dumas Plant in the Panhandle Field in Texas, 

(2) The Saguaro facilities,’ consisting of approximately 0.5 miles of 10%4-inch 
pipeline extending from Petitioner’s existing 10°4-inch Phoenix-Tucson line to 
an additional point of connection with Arizona Public Service Company’s Saguaro 
Power Plant, for the purpose of enabling Petitioner to deliver certain quantities 
of excess gas to said Saguaro plant which Petitioner anticipated to be available 
from its San Juan-Maricopa pipeline, and 

(3) Certain other necessary and related facilities‘ generally described as 
the Permian Field Gathering System, the San Juan Gathering System and asso- 
ciated well drilling and lease acquisitions. 

Petitioner has not constructed the Pampa and Saguaro facilities described 
in (1) and (2) above and seeks to have the certificate heretofore granted 
amended so as to delete therefrom authorization to construct and operate such 
facilities. Petitioner states with respect to the Pampa facilities that it has 
failed to obtain the proposed supply of gas from Cities Service Gas Company and 
that it has no further plans to obtain said supply. With respect to the Saguaro 
facilities, Petitioner states that as a result of the development of an increased 
load in the Phoenix area, no excess gas is available from the 20-inch San Juan- 
Maricopa line for delivery to the Saguaro plant as originally anticipated 
and, hence, the facilities authorized in connection therewith are no longer 
required. 

Paragraph (I) (i) of the ordering section of Opinion No. 289 provided, among 
other things, that the construction of the facilities therein authorized be com- 


1The only other order issued herein subsequent to Opinion No. 289 was issued on April 
16, 1956 and covered the abandonment of certain existing facilities not here relevant. 

2Covered by the Third Supplement to the Original Application in Docket No. G—8940 
(Plan F) and authorized by Opinion No. 289. 

3 Covered by Petition to Amend filed in Docket No. G—-8940 on January 12, 1956 and 
authorized by order issued on March 5, 1956. 

* See footnote 2. 
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pleted no later than November 1, 1957. By notice issued on October 3, 1957, 
Petitioner’s time for completion was extended until January 1, 1958. 

Petitioner now seeks to have the time for completion of the facilities described 
in (3) above extended until July 1, 1959. 

The Commission further finds: 

It is necessary or appropriate to carry out the provisions of the Natural Gas 
Act that the aforesaid petition be granted and that: 

(a) The certificate of public convenience and necessity heretofore granted 
Petitioner in Docket No. G-8940 by Opinion No. 289, as amended, be further 
amended so as to delete therefrom the authorization heretofore granted Peti- 
tioner, to construct and operate only the facilities described in (1) and (2) above, 
and 

(b) That the time for construction of the facilities described in (3) above, 
as provided for by paragraph (I) (i) of the ordering section of Opinion No. 289, 
as aforesaid, be further extended to July 1, 1959. 

The Commission orders: 

(A) The certificate of public convenience and necessity heretofore issued 
Petitioner in Docket No. G-8940 by Opinion No. 289, as amended, be and the 
same hereby is appropriately amended where necessary to reflect and effectuate 
the changes set forth in (a) and (b) above. 

(B) In all other respects, said certificate shall remain unchanged and in 
full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


ROBERT MOSBACHER, ET AL., DOCKET NO. RI-60-95; ROBERT MOS- 
BACHER, OPERATOR, ET AL., DOCKET NO. RI-60-94 


ORDER ACOEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDINGS 


(Issued June 3, 1960) 


On January 6, 1960, Robert Mosbacher, et al., (Mosbacher) and Robert Mos- 
bacher (Operator), et al. (Mosbacher (Operator)) tendered for filing Supple- 
ment No. 13 to its FPC Gas Rate Schedule No. 5 and Supplement No. 1 to its 
FPC Gas Rate Schedule No. 15, respectively. These supplements proposed 
changes in rates and charges for jurisdictional sales of natural gas to Ten- 
nessee Gas Transmission Company (Tennessee). 

By order issued February 3, 1960, the Commission suspended and deferred 
the use of said supplements until July 6, 1960, and until such further time 
as they are made effective in the manner prescribed by the Natural Gas Act. 

Mosbacher’s proposed change in rate in Supplement No. 13 to its FPC Gas 
Rate Schedule No. 5, and Mosbacher Operator’s proposed change in Supplement 
No. 1 to its FPC Gas Rate Schedule No. 15 provided for an increase of 2.79822¢ 
per Mcf from 13.15194¢ per Mcf to 15.95016¢ per Mcf. 

On May 6, 1960, Mosbacher and Mosbacher (Operator) submitted an Offer 
of Settlement? pursuant, to Section 1.18(e) of the Commission’s Rules of Prac- 
tice and Procedure with respect to their respective proceedings and their FPC 
Gas Rate Schedules as supplemented. 

Mosbacher and Mosbacher (Operator) propose termination of their respective 
proceedings and acceptance of a life-of-the contract rate of 15.0¢ per Mcf in 
lieu of the 15.95016¢ per Mcf suspended rate, in consideration of which they 


10On May 18, 1960, both parties tendered corrected pages to this offer which have been 
substituted. 
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propose an agreement with Tennessee, which is appended hereto, eliminating 
the favored nation and price redetermination provisions. 

In support of their Offer of Settlement, Mosbacher and Mosbacher (Operator) 
cite the Commission’s approval of the settlement offer by J. M. Flaitz and 
R. B. Mitchell, involving a fixed life-of-the contract rate of 15.0¢, and state that 
their offer is similar. 

In our judgment, settlement of these proceedings in accordance with the Offer 
of Settlement is desirable in the public interest and appropriate in carrying out 
the provisions of the Natural Gas Act. Mosbacher and Mosbacher (Operator) 
are proposing to eliminate all favored-nation and price-redetermination clauses 
in their contracts herein involved with Tennessee, to waive all its future rights 
and benefits thereunder. 

The proposed Offer of Settlement would be beneficial to the public and 
advantageous to all concerned, by relieving the Commission, the producers, 
Tennessee, as well as customer companies, of the time and expense which might 
be necessary to the conduct of formal hearings in such rate cases as might 
otherwise arise under such provisions. The resulting stability in gas costs 
would be welcome to all segments of the natural gas industry. Furthermore, 
freeing the Commission and its staff from the need of considering such pro- 
posed increases would enable us to concentrate our efforts on other matters 
having possibly more serious consequences for the public and the consumer. 


























The Commission finds: 

The proposed settlement of these rate proceedings on the basis described 
herein, as more fully set forth in the Offer of Settlement filed by Mosbacher and 
Mosbacher (Operator) with the Commission on May 6, 1960, and in Appendices* 
A and B to this order, is in the public interest and appropriate to carry out the 
provisions of the Natural Gas Act and should be approved by the Commission 
and made effective as hereinafter ordered. 











The Commission orders: 

(A) The Offer of Settlement filed with the Commission by Mosbacher and 
Mosbacher (Operator) on May 6, 1960, is hereby approved in accordance with 
the provisions of this order. 

(B) Mosbacher and Mosbacher (Operator) shall execute with Tennessee 
amendments to the gas purchase contracts, as amended, filed with the Commis- 
sion as Mosbacher et al.’s FPC Gas Rate Schedule No. 5, and Mosbacher (Oper- 
ator) et al.’s FPC Gas Rate Schedule No. 15, in accordance with Appendices A 
and B attached hereto. 

(C) Mosbacher and Mosbacher (Operator) shall, within 30 days from the 
date of issuance of this order, file with the Commission as a supplement to the 
aforesaid FPC Gas Rate Schedule Nos. 5 and 15, under Part 154 of the Com- 
mission’s Regulations under the Natural Gas Act, the respective executed agree- 
ment with Tennessee required by paragraph (B) above. 

(D) Upon Mosbacher and Mosbacher (Operator)’s compliance with paragraph 
(C) above, Mosbacher and Mosbacher (Operator)’s rate proposed in their Offer 
of Settlement are herewith permitted to be effective on the date of this order. 
The proceedings in these dockets are hereby terminated. 

(E) The acceptance of this Offer of Settlement is without prejudice to any 
findings or determinations that may be made in any proceeding now pending or 
hereafter instituted by or against Mosbacher or Mosbacher (Operator). 
Commissioner Connole dissenting. 
























*Omitted in printing. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


OROVILLE-WYANDOTTE IRRIGATION DISTRICT, PROJECT NO. 2088 
ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued June 8, 1960) 


Application was filed March 23, 1960, and supplemented on March 31, 1960, 
by Oroville-Wyandotte Irrigation District, licensee for major Project No. 2088, 
for further amendment of its license for the project involving Commission ap- 
proval of revised Exhibit J and K maps and Exhibit L drawings for all project 
works and an amended Exhibit M for the Kelly Ridge powerhouse. 

The project is located on the South Fork Feather River, Lost Creek and Slate 
Creek, California, and affects lands of the United States within the Plumas 
National Forest. 

The principal changes to be accomplished under the amendment would be to: 
(1) defer until a later date the construction of Slate Creek dam; (2) change Sly 
Creek dam from rock-fill to earth-fill type, moving spillway from right to left 
abutment and raising reservoir pool elevation by 10 feet to increase its storage 
capacity by more than enough to compensate for storage capacity lost to the 
project by deferment of Slate Creek dam construction; (3) change Little Grass 
Valley dam from concrete-faced rock-fill to sloping-core rock-fill; (4) change 
Ponderosa dam from concrete arch with overflow spillway to earth-fill with 
gated spillway in right abutment; (5) change Forbestown Diversion dam spill- 
way from radial gate type to ungated type; (6) raise elevations of Slate Creek 
and South Fork Diversion dams by 10 and 12 feet, respectively; (7) so enlarge 
and realign Slate Creek Diversion tunnel as to result in a shorter length and an 
increase in hydraulic capacity to help compensate for storage capacity lost by 
deferment of Slate Creek dam construction; (8) realign South Fork Diversion, 
Woodleaf and Forbestown tunnels to shorten the first by 875 feet and to obtain 
greater cover for the latter two; (9) enlarge Woodleaf and Forbestown pen- 
stocks and relocate associated surge tanks; (10 change Woodleaf and Forbestown 
powerhouses from indoor to outdoor types and omit permanent crane from each; 
and (11) change Kelly Ridge development of the project to: (i) establish route 
and design for canal, syphons, and tunnels in Miners Ranch conduit; (ii) estab- 
lish design of Miners Ranch dam as earth-fill; (iii) substitute canal for upper 
portion of Kelly Ridge tunnel; and (iv) increase rated capacity of Kelly Ridge 
powerhouse from 9,000 to 9,900 kilowatts. 

The Chief of Engineers, Department of the Army, in reporting on the applica- 
tion, advised that the plans of the structures are satisfactory insofar as the 
interests of navigation are concerned, and recommended that inasmuch as Oroville 
reservoir of Project No. 2100, under Commission license issued to the Depart- 
ment of Water Resources of the State of California, will be operated for flood 
control in accordance with rules prescribed by the Secretary of the Army, the 
license for Project No. 2088 should include a provision that the Department of 
the Army shall not be liable for any adverse effects on the licensee’s plant and 
power operations due to flood control operation of Project No. 2100 as hereinafter 
provided. The report also recommended that the license provide that during 
flood periods releases from the project reservoirs be limited to amounts no 
greater than inflow. We consider that Article 44 of the license adequately covers 
this requirement, and we understand that the Chief of Engineers is now in 
agreement. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Plumas National Forest, in reporting on the application, 
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has advised that the proposed project changes will not interfere nor be incon- 
sistent with the purpose for which the Plumas National Forest was created or 
acquired. 

An Assistant Secretary of the Interior, in reporting on the application has 
advised that the proposed changes to the project would not affect adversely the 
interests of the Department provided that the license include, in addition to those 
now required, a provision for deer escape ramps in all canals of the Kelly Ridge 
development at intervals to be determined by the California Department of Fish 
and Game, and a provision to protect the rights of the United States in the Bid- 
well Bar damsite—both as hereinafter provided. 


The Commission finds: 

(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Plumas National Forest was created 
or acquired. 

(2) Public notice has been given. No protest has been received. 

(3) The increased installed horsepower capacity of the project, hereinafter 
authorized for the purpose of computing the capacity component of the admin- 
istrative annual charge, is 121,000 horsepower, and the increased amount of an- 
nual charges to be paid under the license, as further amended, for the purpose of 
reimbursing the United States for the cost of administration of Part I of the Act 
as hereinafter provided is reasonable. 

(4) The increased amount of annual charges to be paid under the license for 
the purpose of recompensing the United States for the use, occupancy, and enjoy- 
ment of its lands (3,512.07 acres) is reasonable as hereinafter fixed and specified. 

(5) The following described revised exhibits, designated as “South Fork 
Project,” conform to the Commission’s rules and regulations and should be ap- 
proved as part of the license for the project as hereinafter provided : 


Exhibit FPC No,| 
2088 





-55 | General Location Map; 

-56 | Project Boundary Map, Sheet 1 of 7; 

-57 | Project Boundary Map, Sheet 2 of 7; 

-58 | Project Boundary Map, Sheet 3 of 7; 

-59 | Project Boundary Map, Sheet 4 of 7; 

-60 | Project Boundary Map, Sheet 5 of 7; 

-61 | Project Boundary Map, Sheet 6 of 7; 

-6§2 | Project Boundary Map, Sheet 7 of 7; 

-63 | Little Grass Valley Reservoir, Topographic Map, Sheet 1 of 2; 

-64 | Little Grass Valley Reservoir, Topographic Map, Sheet 2 of 2; 

-65 | South Fork Reservoir, Topographic Map; 

-66 | Sly Creek Reservoir, Topographic Map; 

-67 | Forbestown Reservoir, Topographic Map; 

-68 | Ponderosa Reservoir, Topographic Map; 

-69 | Little Grass Valley Dam, General Plan; 

-70 | Little Grass Valley Dam, Valley Profile and Embankment Sections; 

-71 | Little Grass Valley Dam, Spillway Profile, Sections and Crest Struc- 

ture; 

~72 | Little Grass Valley Dam, Outlet Works, Profile and Sections; 

-73 | Little Grass Valley Dam, Outlet Works, Valve Chamber, Pian and 
Sections; 

-74 | South Fork Diversion Dam, General Plan and Profile; 

-75 | South Fork Diversion Dam Plan, Sections and Details; 

-76 | Slate Creek Storage Dam Plan, Profile and Section; 

-77 | Slate Creek Diversion Dam, General Plan and Profile; 

-78 | Slate Creek Diversion Dam Plan, Sections, and Details; 

-79 | South Fork Diversion Tunnel, Plan and Profile; 

-80 | Slate Creek Diversion Tunnel, Plan and Profile; 

-81 | Slv Creek Dam, General Plan; 

-82 | Sly Creek Dam, Valley Profile, and Embankment Sections; 

-83 | Sly Creek Dam, Embankment Sections and Details; 

-84 | Sly Creek Dam, Embankment Blanket Details, Sheet 1; 

-85 | Sly Creek Dam, Embankment Blanket Details, Sheet 2; 

-86 | Sly Creek Dam Spillway Plan, Profile, and Sections; 

~87 | Sly Creek Dam Spillway Inlet Transition and Crest Structure; 

-88 | Sly Creek Dam Outlet Works, Plan and Profile; 

-89 | Sly Creek Dam Outlet Works, Valve Chamber; 

Sly Creek Dam Outlet Works, Discharge Structure; 
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(6) Superseded Exhibits Ja (FPC No. 2088-23), K-la through -6a (PFC 
Nos. 2088-24 through -29), L—-la through -7a (FPC Nos. 2088-30 through -36), 
L-8 (FPC No. 2088-15), L-9a, -9b, -9c, —10a, -10b, and -1la through -l5ia (FPC 
Nos. 2088-37 through —46, respectively), L-16 and -17 (FPC Nos. 2088-51 and 
-52), L-18, -19, and -20 (FPC Nos. 2088-47, -48, and —-49), and Exhibit M-2 for 
Kelly Ridge power plant filed September 22, 1958, now parts of the license 
as amended, should be eliminated from the license for the project as hereinafter 


(A) The exhibits described in finding (5) above are approved as part of the 
license for the project, and the exhibits described in finding (6) above are 


(B) The license for Project No. 2088, as amended, is further amended, effective 
as of June 1, 1960, as follows: 


PARAGRAPH I. Paragraph (b) of the license, as amended, is further amended 


(b) Principal structures consisting of : 

(1) A rock-fill dam about 200 feet high, across South Fork of Feather River, 
creating Little Grass Valley Reservoir which at elevation 5046 will have a gross 
storage capacity of 93,000 acre-feet ; 





Title 


Lost Creek Reservoir, Topography and Dam Design; 

Lost Creek Dam, Reconstruction Details, Plan and Sections; 

Woodleaf, South Fork and Slate Creek Tunnel Intakes, Plans and 
Sections; 

Woodleaf Tunnel, Plan and Profile; 

Woodleaf Penstock, Plan and Profile, Sheet 1; 

Woodleaf Penstock, Plan and Profile, Sheet 2; 

Woodleaf Power Plant, General Arrangement Plains; 

Woodleaf Power Plant, General Arrangement Sections; 

Forbestown Diversion Dam, General Plan and Profile; 

Forbestown Diversion Dam, Plan, Sections, and Details; 

Forbestown and Kellv Ridge Tunnel! Intakes, Plans and Sections; 

Forbestown Tunnel, Plan and Profile; 

Forbestown Penstock, Plan and Profile; 

Forbestown Power Plant, General Arracgement Plans; 

Forbestown Power Plant, General Arrangement Sections; 

Ponderosa Diversion Dam, General Plan; 

Ponderosa Diversion Dam, Valley Profile and Embankment Section; 

Ponderosa Diversion Dam, Embankment Sections; 

Ponderosa Diversion Dam, Spillway Plan and Sections; 

Ponderosa Diversion Dam, Spillway Inlet Transition and Crest 
Struct re; 

Ponderosa Diversion Dam, Low Level Outlet Works; 

Miners Ranch Conduit, Ponderosa Tunnel, Plan, Profile, Intake 
structure, and Radial Gate; 

Miners Ranch Conduit, Miners Ranch Canal Plan, Sheet 1 of 4; 

Miners Ranch Conduit, Miners Ranch Canal Plan, Sheet 2 of 4; 

Miners Ranch Conduit, Miners Ranch Canal Plan, Sheet 3 of 4; 

Miners Ranch Conduit, Miners Ranch Canal Plan, Sheet 4 of 4; 

Miners Ranch Conduit, Miners Ranch Canal, Typical Canal Sec- 
tions; 

Miners Ranch Couduit, Miners Ranch Canal, Siphon and Metal 
Flume Details; 

Miners Ranch Conduit, Miners Ranch Tunnel, Plan and Profile; 

Miners Ranch Dam amd Reservoir, General Plan; 

Miners Ranch Dam, Embankment Sections; 

Kelly Ridge Tunnel and Canal, Plan and Profile; 

Kelly Ridge Pipeline, Plan and Profile; 

Kelly Ridge Penstock, Plan and Profiles; 

Kelly Ridge Power Plant, General Arrangement, Plans and Sec- 
tions; and 

entitled ‘‘Kelly Ridge Power Plant, General Description of Equip- 

ment,” comprising two typewritten pages filed Mar. 31, 1960. 
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(2) A concrete arch dam 130 feet high, across Slate Creek, creating Slate 
Creek Reservoir which at elevation 3816 will have a capacity of 5,600 acre-feet; 

(3) An earth-fill dam 275 feet high, across Lost Creek, creating Sly Creek 
Reservoir which at elevation 3530 will have a storage capacity of 65,050 acre-feet ; 

(4) An existing concrete arch dam, about 100 feet high, across Lost Creek, 
creating Lost Creek Reservoir which at elevation 3282 has a storage capacity 
of 5,800 acre-feet ; 

(5) Two diversion tunnels about 12,350 and 13,475 feet long extending from 
Slate Creek and South Fork of Feather River, respectively, each terminating 
near the upper end of Sly Creek Reservoir and the diversions to be effected by 
concrete arch dams 63 feet and 57 feet high, respectively ; 

(6) A concrete arch diversion dam to be known as Forbestown Diversion Dam, 
about 85 feet high across South Fork of Feather River, with ungated spillway 
crest at elevation 1783 to provide forebay for the proposed Forbestown Power- 
house, the diversion dam to be located about 1,980 feet downstream from the 
proposed Woodleaf Powerhouse ; 

(7) An earth-fill dam about 160 feet high, to be known as Ponderosa Dam, 
across South Fork of Feather River below Forbestown Powerhouse, with gated 
spillway in right abutment providing normal water surface at elevation 960, 
and forming a reservoir with an effective pondage capacity of about 1,748 
acre-feet ; 

(8) Woodleaf Powerhouse on South Fork of Feather River, to be served by 
& pressure tunnel extending 18,400 feet from Lost Creek Reservoir to a portal 
and thence by a single penstock 3,595 feet long, the proposed powerhouse to con- 
tain one impulse turbine rated at 71,000 horsepower and direct-connected to a 
generator rated at 58,000 kva; 

(9) Forbestown Powerhouse on South Fork of Feather River, to be served 
by a pressure tunnel extending 18,526 feet to a portal and thence by a single 
penstock 1,316 feet long, the proposed powerhouse to contain a single 39,000- 
horsepower turbine direct-connected to a generator rated at 32,000 kva; 

(10) A conduit extending 58,720 feet from Pondersoa Reservoir to Miners 
Ranch Reservoir consisting in downstream sequence of (a) Ponderosa Tunnel 
511 feet long from intake, (b) Miners Ranch Canal 38,689 feet long including 
two siphons, and (c) Miners Ranch Tunnel 19,520 feet long to reservoir, together 
with three wasteway channels each about one-half mile long from canal to South 
Fork of Feather River ; 

(11) An earth-fill dam about 57 feet high across Deadman Ravine in Section 
18, T. 19 N., R5 E., M.D.B. & M., California, creating together with a 23-foot high 
dike the Miners Ranch Reservoir with storage capacity of 815 acre-feet at eleva- 
tion 888 ; 

(12) Kelly Ridge Powerhouse on the left bank of Feather River approxi- 
mately five miles above Oroville, California, to be served in downstream sequence 
by (a) a canal 1,910 feet long from Miners Ranch Reservoir, (b) Kelly Ridge 
Tunnel 4,840 feet long, and (c) Kelly Ridge Penstock 6,075 feet long and incor- 
porating a surge tank, the proposed power plant to contain one 13,000-horsepower 
turbine direct-connected to a generator rated at 11,000 kva or 9,900 kw at 0.9 
power factor ; and 

(18) A substation and appurtenant facilities to each of the proposed power- 
houses. 

PARAGRAPH II. Article 33 of the license is amended to read: 

Article 33. The Licensee shall install deer escape ramps in the project canals, 
one in the Slate Creek diverting tunnel just above the upper portal of the tunnel 
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and others in all canals planned for the Kelly Ridge development as well as in 
the irrigation canals of the project at intervals to be determined by the Cali- 
fornia Department of Fish and Game. 

PARAGRAPH III. Article 43 of the license, as amended, is further amended 
to read: 

Article 43. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, one (1) cent per horsepower on the installed 
eapacity (121,000 horsepower) plus two and one-half (214) cents per kilowatt- 
hours of gross energy generated by the project during each calendar year for 
which the charge is made; and 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, $7,024.14. 

PARAGRAPH IV. Article 46 of the license is amended to read: 

Article 46. The Licensee shall submit in accordance with the Commission’s 
rules and regulations Exhibit L drawings showing the final design of the dam 
structure for the Slate Creek storage reservoir, and plans for providing addi- 
tional protection of the down-stream face of the Ponderosa dam; and shall not 
begin construction of such project features until the Commission approves the 
Exhibit L. 

PARAGRAPH V. The license for the project, as amended, is further amended 
to include the following additional articles : 

Article 47. At such time as the Commission may direct and to the extent that 
it is economically sound and in the public interest to do so, after notice and 
opportunity for hearing, the Licensee shall construct the Slate Creek storage 
reservoir on Slate Creek. 

Article 48. At such time as the Oroville dam of Project No. 2100 is constructed, 
Licensee shall provide for the protection of the downstream face of the Pon- 
derosa dam to a level consistent with a downstream normal water surface of 
elevation 900. 

Article 49. The Licensee shall have no claim against the United States arising 
from the effect on the project or its operation resulting from flood control oper- 
ations of the Oroville reservoir of Project No. 2100. 

Article 50. The Licensee shall grant to the United States the right, in connec- 
tion with the development of a water storage project utilizing the Bidwell Bar 
Damsite, at any time to enter upon, occupy, use, and flood, in whole or in part, 
the lands of the Licensee and improvements thereon covered by this license 
subject to such payment and reconstruction, exchange or substitution of prop- 
erty and interests therein (any or all) as may be agreed upon by the United 
States and the Licensee, or, in the event the parties cannot reach agreement, to 
payment of just compensation in condemnation proceedings. 

PARAGRAPH VI. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect, and shall not in any 
way constitute a waiver of any other part, provision or condition of the license. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute accept- 
ance of this amendment of license. In acknowledgment of the acceptance of 
this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within 60 days of the date of issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


MIDWESTERN GAS TRANSMISSION COMPANY; TEXAS GAS TRANS- 
MISSION CORPORATION; TENNESSEE GAS TRANSMISSION COM- 
PANY; DOCKET NO. G—20520 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 6, 1960) 


Midwestern Gas Transmission Company (Midwestern), Texas Gas Trans- 
mission Corporation (Texas Gas), and Tennessee Gas Transmission Company 
(Tennessee), Delaware corporations, with their respective principal offices in 
Houston, Texas, Owensboro, Kentucky, and Houston, Texas, filed a joint appli- 
cation on December 29, 1959, as amended January 26, 1960, pursuant to Section 7 
of the Natural Gas Act, for certificates of public convenience and necessity au- 
thorizing, as hereinafter described, the exchange of natural gas between the 
systems of Midwestern and Texas Gas and the construction and operation of the 
natural gas facilities required to accomplish such exchange, subject to the 
jurisdiction of the Commission, all as more fully represented in the application. 

The purpose of the joint proposal herein is to permit Midwestern and Texas 
Gas to make deliveries to each other when such deliveries can assist the other 
in their system operations and when such deliveries can be made without curtail- 
ment or interruption of service to the markets of the party making the deliveries. 
Pursuant to the Exchange Agreement dated December 4, 1959, the party receiving 
deliveries is obligated to return a like quantity of gas to the other party within 60 
days after the original delivery or at some later date agreeable to all parties. 

Deliveries of natural gas by either Midwestern or Texas Gas to the other are 
proposed to be effected through the metering and interconnecting facilities in- 
stalled or to be installed at the following proposed delivery points: 

A. Where Midwestern’s 30-inch pipeline crosses the 26-inch system of Texas Gas 
near Whitesville, in Daviess County, Kentucky. 

B. Where Midwestern’s 30-inch pipeline crosses the 12-inch line of Texas Gas 
near Bicknell, in Knox County, Indiana. 

C. Where the facilities of Midwestern and Texas Gas interconnect with the 
facilities of Tennessee near Portland, Tennessee. The exchange at this point 
will be accomplished through the utilization of Tennessee’s existing facilities, 
by Tennessee increasing its deliveries to Midwestern or Texas Gas and decreasing 
its deliveries to the other. 

Texas Gas proposes to construct and operate the necessary metering equipment 
at the interconnection to be installed near Bicknell in Knox County, Indiana, and 
Midwestern proposes to construct and operate the necessary metering equipment 
at the interconnection to be installed near Whitesville in Daviess County, Ken- 
tucky. The total cost of the proposed facilities is estimated to be $47,387, of 
which $8,830 will be borne by Texas Gas and $38,557 by Midwestern. Said costs 
will be financed from funds on hand. No additional facilities are required by 
Tennessee who proposes to operate its existing facilities in effectuating the 
exchange as aforesaid. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 31, 1960, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
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has been received. Staff Counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Midwestern, Texas Gas and Tennessee are respectively engaged in the 
transportation of natural gas in interstate commerce and the sale in interstate 
commerce of such gas for resale, and therefore, each is a “natural-gas company” 
within the meaning of the Natural Gas Act and subject to the provisions thereof 
as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the appli- 
eation, which are proposed to be constructed and operated by Midwestern and 
Texas Gas as integral parts of their existing natural gas systems will be used 
for the transportation of natural gas in interstate commerce subject to the juris- 
diction of the Commission, and therefore, said facilities are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The facilities proposed to be operated by Tennessee in effectuating the 
exchange of gas, as aforesaid, are an integral part of Tennessee’s existing 
natural gas system and are being used for the transportation of natural gas in 
interstate commerce subject to the jurisdiction of the Commission, and there- 
fore the operation of said facilities are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) Midwestern, Texas Gas and Tennessee are each able and willing properly 
to do the acts and to perform the service proposed and to conform to the pro- 
visions of the Natural Gas Act, and the requirements, rules and regulations 
of the Commission thereunder. 

(5) The construction and operation by Midwestern, Texas Gas and Tennessee 
of the facilities referred to in paragraph (2) and (%) hereof, as proposed are 
or will be respectively required by the present or future public convenience 
and necessity, and therefore, applicants’ request for certificates of public con- 
venience and necessity should be granted and Midwestern, Texas Gas and Ten- 
nessee each authorized to perform the aforesaid acts, operations, and service as 
proposed and as hereinafter ordered and conditioned. 

(6) The public convenience and necessity require that the reasonable terms 
and conditions set forth in the ordering paragraphs hereof attach to the is- 
suance of the certificates herein and to the exercise of the rights granted 
thereunder. 

(7) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record and, not having 
been denied by the Commission, is granted pursuant to Section 1.30(c) (1) of 
said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same hereby 
are issued to Midwestern, Texas Gas and Tennessee, respectively, authorizing 
the construction and/or operation of the facilities referred to in Findings (2) 
and (3) hereof. 

(B) There shall attach to the issuance of the certificates granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder, the 
general conditions applicable to certificates as set forth in subsections (a), (b), 
(c) (3), (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act. 
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(C) The construction of the facilities by Midwestern and Texas Gas as au- 
thorized in paragraph (A) hereof shall be completed within 4 months from 
the date of issuance of this order. 

(D) The exchange of natural gas shall be limited to those times when such 
exchange can be accomplished without impairing, curtailing or interrupting serv- 
ice to the customers or markets of the party making the deliveries. 








2 

> 

: Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 

f William R. Connole and Arthur Kline. 

B PERMIAN BASIN PIPELINE COMPANY, ET AL., DOCKET NO. G—19671, 

i ET AL. 

d FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY*® 

: (Issued June 6, 1960) 

Permian Basin Pipeline Company (Permian), a Delaware corporation with 

e a principal office in Omaha, Nebraska, filed in Docket No. G—19671 on October 9, 

Zz 1959, an application pursuant to Section 7 of the Natural Gas Act for a certificate 

n of public convenience and necessity authorizing the construction and operation 

a. of a metering station and approximately 5.5 miles of 6-inch lateral supply pipe- 

b- line to extend northwesterly from a point of connection wth its existng 20-inch 
pipeline in Crockett County, Texas, which connects Permian’s Mitchell carbon 

ly dioxide removal plant and the Plymouth Compressor Station, to the Crossett 

O- Gasoline Plant located in Upton County, Texas (Permian Basin). Permian 

1s proposes to purchase and receive residue gas from said Crossett Plant which 
is jointly owned by Shell Oil Company (Shell), Texaco Inc. (Texaco) and The 

De Atlantic Refining Company (Atlantic) .” 

re The estimated total initial cost of the proposed facilities is $140,566. The 

ce construction will be financed from funds on hand. The proposal is more fully 

n- described in an application on file with the Commission. 

n- * * 7 * . co * 

as The volumes of gas to be made available to Permian appear reasonably ade- 
quate to warrant the construction of the proposed facilities. 

ns By letters dated January 19, 1960, each Applicant received temporary 

is- authority. 

ed Pursuant to due notice, a public hearing was held in Washington, D.C., on 
May 31, 1960, respecting the matters involved in and the issues presented by 

he the applications. No appearances other than staff counsel were entered upon 

es the record and no evidence offered in opposition to the granting of the applica- 

ng tions. Staff counsel moved orally at the hearing that the intermediate decision 

of ' procedure be omitted and the Commission render a decision herein pursuant to 
Section 1.30(c}(1) of the Commission’s Rules of Practice and Procedure. 
The Commission finds: 

by ~ * ~ * ra 

ing (2) Permian is engaged in the transportation of natural gas in interstate 

2) commerce and the sale in interstate commerce of such gas for resale, and, there- 

se *Omitted portions of this order relate to independent producer certificates. 

1 Percentum of ownership is as follows: Percent 

the EE, GNI tin chs niin eeennndiieas 67 

b), ig, isaac stechenccincincchces cei etal aad aia 28 
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fore, is a “natural-gas company” within the meaning of the Natural Gas Act and 
subject to the provisions thereof as heretofore found by the Commission. 

(3) The facilities hereinbefore described, as more fully described in the ap- 
plication in Docket No. G—19671, which are proposed to be constructed and op- 
erated by Permian as an integral part of its existing natural gas system will be 
used for the transportation of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and therefore, said facilities are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 


* * * * * * * 


(6) The construction and operation by Permian of the facilities referred to 
in paragraph (3) hereof and the sales of natural gas by Texaco, Atlantic and 
Shell referred to in paragraph (4) hereof, together with the construction and 
operation by Texaco, Atlantic and Shell of any facilities subject to the jurisdic- 
tion of the Commission necessary therefor, are or will be required by the present 
or future public convenience and necessity, and therefore, the separate requests 
of Permian, Texaco, Atlantic, and Shell, for certificates of public convenience and 
necessity should be granted and each authorized to perform the aforesaid acts, 
operations, sale and service as proposed and as hereinafter ordered and 
conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (¢)(4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Permian and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be com- 
pleted and said facilities should be placed in actual operation should be fixed 
at 6 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30(c) (1) 
of said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same hereby 
are issued to Permian, Texaco, Atlantic and Shell, respectively, authorizing the 
construction and operation by Permian of the facilities referred to in Findings 
(3) and (6) hereof and the sale of natural gas by Texaco, Atlantic and Shell 
referred to in Findings (4) and (6) hereof, together with the construction and 
operation by Texaco, Atlantic and Shell of any facilities subject to the jurisdic- 
tion of the Commission necessary therefor. 

(B) There shall attach to the issuance of the certificate granted to Permian 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder, 
the general conditions applicable to certificates as set forth in Subsections (b), 
(c) (3), (c) (4) and (e) of Section 157.20 of the Commission’s Regulations un- 
der the Natural Gas Act. 

(C) The construction of the facilities by Permian as authorized in paragraph 
(A) hereof shall be completed within 6 months from the date of issuance of this 
order. 


* * * 


Commissioner Conncle dissenting. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CENTRAL HUDSON GAS & ELECTRIC COMPANY, DOCKET NO. E-6944 


ORDER TO SHOW CAUSE 


(Issued June 7, 1960) 


The 1958 and 1959 Annual Reports (FPC Form No.1) of Central Hudson Gas 
& Electric Company (Company), a New York Corporation with its principal 
place of business at Poughkeepsie, New York, together with Company’s books 
of account, indicate that Company is currently accounting and reporting certain 
charges and credits arising from accounting procedures for deferred taxes on 
income in a manner contrary to the requirements of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees. Company’s 
1958 and 1959 Annual Reports were filed with this Commission on May 1, 1959, 
and May 2, 1960, respectively. Company’s books and records were examined by 
this Commission’s staff during a field study conducted in February 1960. 

Company is a public utility within the meaning of that term under the Fed- 
eral Power Act. 

In Company’s Annual Report to the Commission for 1958 p. 13, Comparative 
Balance Sheet, there is included the credit amount of $1,263,541 in Account 271, 
Earned Surplus. That amount represents Company’s accumulated annual pro- 
vision, as of December 31, 1958, for federal income taxes deferred pursuant to 
Section 167 of the Internal Revenue Code of 1954. 

In reporting this credit amount of $1,263,541 which relates to both electric 
and gas utility facilities as of December 31, 1958 Company’s Annual Report at 
pp. 14 and 14-A, Notes to Balance Sheet, and p. 23 of Company’s annual report 
to stockholders (which annual report is required to be appended as a part of the 
Commission’s FPC Form No. 1), indicate that at various times prior to April 1, 
1959, this credit amount was transferred from Account 271, Earned Surplus to 
Account 266, Accumulated Deferred Taxes on Income—Liberalized Depreciation, 
and then retransferred from Account 266 to Account 271. Both the transfer 
and retransfer are reported to have been “effective” January 1, 1959. Com- 
pany’s 1959 Annual Report to this Commission shows the credit balance of 
$1,263,541 as a part of Company’s Account 271, Earned Surplus as of December 
31, 1959. 

During this same period, 1958-1959, Company’s books of account, as contradis- 
tinguished from Company’s Annual Reports to this Commission show the credit 
of $1,263,541 to be included in an account principally numbered and titled “Ac- 
count 242.21, Other Deferred Credits—Accumulated Deferred Taxes Liberalized 
Depreciation”.1 Company’s adjusting journal entries effecting the afore- 
mentioned transfer and retransfer upon its books of account show those trans- 
fers as involving only Account 271 and Account 242.21, with mention of Account 
266 entirely omitted. 

Also, effective January 1, 1959, Company discontinued its prior action in fol- 
lowing deferred tax accounting for liberalized depreciation practices of Company 
pursuant to Section 167 of the Internal Revenue Code of 1954. The Company’s 
action in this regard was reported to the Commission by letter dated April 20, 
1959 and at p. 14-A of the Company’s 1958 Annual Report to this Commission. 
Company had elected to follow liberalized depreciation practices commencing 


1A memorandum notation “Account 266, Accumulated Deferred Taxes on Income— 
Liberalized Depreciation” further appears on the ledger account of Company as titled and 
referred to above. 
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in 1954. Its annual charges to income for the above federal income taxes thus 
deferred, as shown per Company books of account, have been made to an ac- 
count principally numbered and titled “Account 539.12 Provision For Deferred 
Taxes—Liberalized Depreciation”.2 Company’s monthly provisions for deferred 
federal income taxes during the year 1958 included in the afore-mentioned 
$1,263,541, total $473,631. 

In addition to Company’s liberalized depreciation practices, Company cur- 
rently accounts and reports certain charges and credits arising from accounting 
procedures for accelerated amortization practices of Company pursuant to Sec- 
tion 168 of the Internal Revenue Code of 1954. 

Company’s Annual Report for 1958, substitute p. 13,* shows the credit balance 
of $1,742,265 in Account 266, Accumulated Deferred Taxes on Income—Ac- 
celerated Amortization. That amount is reported as representing Company’s 
accumulated annual provision, to December 31, 1958, for federal income taxes 
deferred pursuant to Section 168 of the Internal Revenue Code of 1954. How- 
ever, as in the case of Company’s accumulated annual provision for deferred 
income taxes pursuant to Section 167 of the 1954 Internal Revenue Code, Com- 
pany’s books of account show this credit balance to be included in a balance 
sheet account other than Account 266; namely, an account principally numbered 
and titled “Account 242.21, Other Deferred Credits—Accumulated Deferred Taxes 
Accelerated Amortization”’.’ Company’s adjusting journal entries establishing 
this credit balance of $1,742,265 show the transfer of that amount to Account 
242.21 from Company’s Account 271 with mention of Account 266 entirely 
omitted. 

As of December 31, 1959 the corresponding credit balance of Company’s ac- 
cumulated annual provision for deferred income taxes pursuant to Section 168 
of the Internal Revenue Code of 1954 is $2,082,104. In Company’s 1959 Annual 
Report (FPC Form No. 1), this amount is included in Account 266. On Com- 
pany’s books of account it appears in the previously described “Account On 
242.21 Other Deferred Credits—Accumulated Deferred Taxes Accelerated 
Amortization”. 

Company’s annual charge to income for the above Federal income taxes thus 
deferred, as shown per Company books of account, have been to an account 
principally numbered and titled “Account 538.30 Provision for Deferred Income 
Taxes—Accelerated Amortization”’.® For the years 1958 and 1959 Company’s 
monthly charges total $414,980 and $289,839, respectively. 

Together Accounts 507 A and B and 266 constitute the income and balance 
sheet accounts, respectively, prescribed by this Commission’s Order No. 204 (19 
F.P.C. 837) as the appropriate accounting classification for Federal and State 
income taxes deferred by reason of liberalized depreciation and accelerated 
amortization practices under Sections 167 and 168 of the Internal Revenue Code 
of 1954 and appropriate State authorization. Among other things, that order 
finds that surplus, even though restricted, is not an appropriate balance sheet 
classification for accumulated annual provision for deferred income taxes; and 
provides, specifically with respect to Account 266.1 Accumulated Deferred Taxes 


2A memorandum notation “Account 507—A Provisions for Deferred Taxes on Income” 
further appears on the ledger account of Company as titled and referred to above. 

3 Formerly Section 124—-A of the Federal Internal Revenue Act of 1950. 

«Transmitted by letter of Company dated March 16, 1960 in response to a Commission 
staff “letter request’ dated March 10, 1960. 

5A memorandum notation “Account 266, Accumulated Deferred Taxes on Income— 
Accelerated Amortization’ further appears on the ledger account of Company as titled 
and referred to above. 

6A memorandum notation “Account 507—-A Provisions for Deferred Taxes on Income” 
further appears on the ledger account of Company as titled and referred to above. 











FEDERAL POWER COMMISSION 771 


on Income—Accelerated Amortization, and Account 266.2, Accumulated Deferred 
Taxes on Income—Liberalized Depreciation, that : 

Account 266.1 

A. This account shall be credited and Account 507-A, Provision for Deferred 
Taxes on Income, shall be debited with an amount equal to that by which 
taxes on income payable for the year are lower because of the use of accelerated 
(5-year) amortization of certified defence facilities in computing such taxes, 
as permitted by Section 168 of the Internal Revenue Code of 1954 (Section 124A 
of previous Internal Revenue Code), as compared to the depreciation deduction 
otherwise appropriate and allowable for tax purposes according to the straight 
line or other non-accelerated depreciation method and appropriate estimated 
useful life for such property. 

B. This account shall be debited and Account 507—B, Taxes on Income Deferred 
in Prior Years—Credit, shall be credited with an amount equal to that by which 
taxes on income payable for the year are greater because of the use in prior years 
of accelerated (5-year) amortization of certified defense facilities instead of 
non-accelerated or non-liberalized depreciation otherwise appropriate for income 
tax purposes, and deferral of taxes in such prior years as described in paragraph 
A, above. Such debit to this account and credit to Account 507—B shall, in gen- 
eral, represent the effect on taxes payable for the current year of the unavaila- 
bility of a depreciation deduction for tax purposes, or a reduced amount, with 
respect to any depreciable property for which accelerated amortization was 
used in prior years, as compared to the depreciation deduction otherwise avail- 
able and appropriate for such property, considering its estimated useful life, 
according to the depreciation method ordinarily used by the utility for similar 
property in computing depreciation for tax purposes by a nonaccelerated or non- 
liberalized depreciation method. 

D. * * * If, however, deferred tax accounting is initiated with respect to any 
certified defense facility, the accounting shall not be suspended or discontinued 
on the property covered by that certificate, without approval of the Commission. 

E. The utility is restricted in its use of this account to the purposes set forth 
above. It shall not transfer the balance in this account or any portion thereof 
to surplus or make any use thereof except as provided in the text of this account 
without prior approval of the Commission. * * * 

Account 266.2 

A. This account shall be credited and Account 507—A, Provision for Deferred 
Taxes on Income, shall be debited with an amount equal to that by which taxes 
on income payable for the year are lower because of the use of liberalized de 
preciation in computing such taxes, as permitted by Section 167 of the Internal 
Revenue Code of 1954, as compared to the depreciation deduction otherwise 
appropriate and allowable for tax purposes for similar property of the same 
estimated useful life according to the straight line or other non-liberalized 
method of depreciation. 

B. This account shall be debited and Account 507-B, Taxes on Income De 
ferred in Prior years—Credit, shall be credited with an amount equal to that 
by which taxes on income payable for the year are greater because of the use 
in prior years of liberalized depreciation for income tax purposes, and deferral 
of taxes in such prior years as described in paragraph A above. Such debit to 
this account and credit to Account 507-B, shall, in general, represent the effect 
on taxes payable for the current year of the smaller amount of depreciation per- 
mitted for tax purposes for the current year with respect to any depreciable 
property for which liberalized depreciation was used in prior years, as compared 
to the depreciation deduction otherwise appropriate and available for similar 





























































































































772 FEDERAL POWER COMMISSION 






property of the same estimated useful life according to the straight line or 
other nonliberalized depreciation method ordinarily used by the utility in com- 
puting depreciation for tax purposes. 

D. * * * If however, deferred tax accounting is initiated with respect to 
any property such accounting shall not be discontinued on that property, without 
approval of the Commission. 

E. The utility is restricted in its use of this account to the purposes set forth 
above. It shall not transfer the balance in the account or any portion thereof 
to surplus or make any use thereof except as provided in the text of this account 
without prior approval of the Commission * * *.’ 

Correspondence between Company representatives and this Commission’s staff 
has failed to show any justification for Company’s departure from the require- 
ments of this Commission’s Uniform System of Accounts as indicated above. 
Moreover, Company representatives have indicated that Company proposes to 
continue the afore-mentioned accounting practices. 

In view of the foregoing, it is necessary and appropriate for the purposes of 
the Federal Power Act (particularly Sections 301(a), 304, 309 and 311 thereof), 
that Company show cause, if there be any, for its past and continuing departure 
from the requirements of this Commission’s Uniform System of Accounts; all 
in the manner hereinafter provided. 


The Commission orders: 


Company shall show cause, if there be any, under oath and in writing within 
60 days from the issuance of this order, why the Commission should not find 
and determine: 

(1) That Company is accounting for and reporting financial data relative to 
deferred taxes on income otherwise than by the use of the Commission’s Pre- 
scribed Accounts 507 and 266, all as indicated above; and therefore that it has 
and continues to violate the accounting and reporting requirements prescribed 
by the Commission through its Uniform System of Accounts; 

(2) That this action by Company constitutes a willful and knowing violation 
of the Federal Power Act; 

(3) That the Company be required to make, keep, preserve and report its ac- 
counts in the manner prescribed by this Commission in its Uniform System of 
Accounts Prescribed for Public Utilities and Licensees ; and 

(4) That the Company be ordered to file such substitute pages of its Annual 
Reports for 1958 and 1959 (FPC Form No. 1) to make the accounting and re- 
porting of accumulated deferred taxes on income therein consistent, and in 
compliance with the requirements therefor as prescribed by the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole, Arthur Kline and John B. Hussey. 


PART 101—UNIFORM SYSTEM OF ACCOUNTS PRESCRIBED FOR CLASS 
A AND CLASS B PUBLIC UTILITIES AND LICENSEES, DOCKET NO. 
R-173 

ORDER NO. 218 


(Issued June 7, 1960) * 


This Commission has under consideration in this proceeding the revision of its 
Uniform System of Accounts Prescribed for Class A and Class B Public Utilities 
and Licensees, Part 101, Chapter I, Title 18, Code of Federal Regulations (CFR). 


719 F.P.C. 837, 848-844. 
* (Published in Federal Register, 25 FR 50138, et seq.). 
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That System of Accounts, as revised, is prescribed hereinafter to become effective 
January 1, 1961. 

Part 101, §§ 101.02-1—101.905, corresponds to, and appears at pp. 4-145 of the 
Commission’s pamphlet publication of its Uniform System of Accounts Prescribed 
for Public Utilities and Licensees Subject to the Provisions of the Federal Power 
Act, effective January 1, 1937, revised to September 1, 1957* as amended by 
Order No. 204 issued May 29, 1958 (23 F.R. 4160, June 12, 1958). The System 
of Accounts, as revised and prescribed hereinafter, follows the numbering system 
(accounts, instructions, definitions, etc.) used in the Commission’s pamphlet 
edition, referred to above. 

Important developments in the electric power industry since the adoption of 
the Uniform System of Accounts effective January 1, 1937, and the Commission’s 
experience over the intervening 23 years, indicated the need for a revision of 
the System of Accounts. Accordingly, this proceeding was commenced by Notice 
of Proposed Rulemaking served upon interested parties, including State and 
Federal regulatory agencies, and by publication in the FepeRaL REGISTER on May 
14, 1959 (24 F.R. 3905). Copies of a proposed revised System of Accounts were 
served and published as a part of that general notice. 

Generally speaking, the revisions of the Commission’s System of Accounts, as 
then proposed, are prescribed hereinafter as a part of the Commission’s System 
of Accounts to become effective January 1, 1961. Additional revisions and modi- 
fications of those previously proposed, are detailed hereinafter. 

Overall, the more significant changes and improvements to be found in the 
revised System of Accounts prescribed herein are as follows: 

(a) Redefinition of size classifications of electric utilities to permit more sim- 
plified accounting requirements for smaller utilities ; 

(b) Inclusion of accounts for nuclear power plant operations ; 

(ec) Improvement and clarification of account texts and instructions, lessening 
of special filing requirements for certain subject matters, provision of certain 
needed new instructions, simplification of account numbering ; 

(d) Rearrangement of balance sheet and certain other accounts to make them 
more informative ; 

(e) Reduction in the number of expense account classifications, mainly, but 
not entirely, by the discontinuance of segregations of functional accounts as to 
labor and other expenses ; 

(f) Expansion of items lists of account texts and clearer description of such 
items according to their functional nature, to facilitate use and consistency of 
respective account classifications ; 

(gz) Restatements of the accounting aspects of certain accounting interpreta- 
tions issued in the past. 

None of these changes affect, adversely, the basic principles, generally, of the 
Commission’s exising System of Accounts. They remain undisturbed. 

In recommending the form of revised System of Accounts accompanying the 
Notice of Preposed Rulemaking in this proceeding, the staff of this Commission 
correlated its activities with the activities of the National Association of Rail- 
road and Utility Commissioners (NARUC) which has recently prepared a re- 
vised form of the NARUC’s Uniform System of Accounts for Class A and Class 
B Electric Utilities. This was done to promote continued consistency and 


1The Uniform System of Accounts effective January 1, 1937, was prescribed by Com- 
mission Order No. 42 dated June 16, 1936 (1 F.R. 691, July 1, 1936) ; and was contained 
in the codification and reissuance of the Commission’s general rules promulgated by 
Commission Order No. 141, December 11, 1947, effective January 1, 1948 (12 F.R. 8461). 
2 Also see Order No. 216 issued October 22. 1959 (24 F.R. 8790, October 29, 1959). 
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uniformity of approach to the common problems with which the two accounting 
systems are concerned; and to assure a minimum amount of deviation where 
the two accounting systems do differ. The staff’s activities in this regard were 
undertaken mainly with the Committee on Statistics and Accounts of the 
NARUC. 

Subsequent to the general public notice of rulemaking in this proceeding on 
May 14, 1959,° comments and suggestions were filed by the following classes of 
respondents : 


State Public Service Commissions (Missouri, New York) 
i Tari. 0 rN i a cists cls iin ig sedate pais 
REE CC AURIIN NI oe cn rngeec mannii ob iiannipaineet 
SUCTION cs alesse mcrae cn sce ncaa ics item padi 
Utility Service Companies 
I a iste 
Accounting Professional Societies 
Legal Firms 


ween Sere 





These comments, criticisms, and suggestions covered a wide spectrum. Some 
respondents objected to any general revision of the effective System of Accounts 
as unnecessary, expensive, and time consuming. Also, issue was taken with 
some definitions of basic terms. Other respondents urged basic changes in 
the accounting requirements for income taxes and other matters contrary to 
settled Commission policy and decisions. Objections were made to the specificity 
of the records requirements for depreciation and certain other accounts. Some 
respondents further suggested that this Commission completely abandon its cost 
accounting policies in favor of a fair value concept of depreciation. 

In reviewing all of the responses, the staff of this Commission again correlated 
its activities with those of the NARUC Committee on Statistics and Accounts 
at a conference held December 8, 9, and 10, 1959. Thereafter, the staff pre 
sented its recommendations in this matter to the Commission. The staff recom- 
mends Commission adoption of the revised System of Accounts as proposed in 
the Notice of Proposed Rulemaking initiating this proceeding with the following 
further revisions or modifications (page citations are to Volume 24 of the 
FEDERAL REGISTER, issue of May 14, 1959) : 

Page 3907: Definition 28, “Retirement Units“: Change word “utility” in the 
next to last line of text to “electric”. 

Pages 3907-08: General Instruction 8, Numbering System: Delete present 
paragraphC. Substitute the following revision: 

C. The numbers prefixed to account titles are to be considered as parts of 
the titles. Each utility, however, may adopt for its own purposes a different 
system of account numbers (see also General Instruction 2D) provided that 
the numbers herein prescribed shall appear in the descriptive headings of the 
ledger accounts and in the various sources of original entry ; however, if a utility 
uses a different group of account numbers and it is not practicable to show the 
prescribed account numbers in the various sources of original entry, such refer- 
ence to the prescribed account numbers may be omitted from the various sources 
of original entry. Moreover, each utility using different account numbers for its 


3 All parties were given to and including June 19, 1959, later extended to and including 
September 30, 1959 (24 F.R. 5001, June 19, 1959), to submit data, views, and comments 
in writing concerning the aforesaid proposed revisions in the Commission’s then effective 
Uniform System of Accounts. 
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own purposes shall keep readily available a list of such account numbers which 
it uses and a reconciliation of such account numbers with the account numbers 
provided herein. It is intended that the utility’s records shall be so kept as to 
permit ready analysis by prescribed accounts (by direct reference to sources 
of original entry to the extent practicable) and to permit preparation of finan- 
cial and operating statements directly from such records at the end of each 
accounting period according to the prescribed accounts. 

Pages 3908-09: Electric Plant Instruction 1. Classification of Electric Plant 
at Effective Date of System of Accounts: In paragraph C, third sentence, add 
word “if” after phrase “contributions in aid of construction”. Sentence will 
then read “* * * provisions for depreciation and amortization and contribu- 
tions in aid of construction if recorded by the accounting utility * * *.” 

Page 3910: Hlectric Plant Instruction 5. Electric Plant Purchased or Sold: 
Delete present paragraph B(4). Substitute the following revision: 

(4) The amount of contributions in aid of construction applicable to the 
property acquired, shall be charged to account 102, Electric Plant Purchased 
or Sold, and concurrently credited to account 271, Contributions in Aid of Con- 
struction, unless otherwise authorized by the Commission. 

Page 3911: Electric Plant Instruction 7. Land and Land Rights: Change 
item 3 of Paragraph I to read: 

38. Clearing (first cost) the land of brush, trees, and debris, except in the 
ease of account 332, Reservoirs, Dams and Waterways, and Account 351 (Trans- 
mission Plant), Clearing Land and Rights of Way. 

Page 3912: Electric Plant Instruction 9, Equipment: Paragraph B, fourth line 
change “($50 or less)” to read “(for example, $50 or less)”. 

Page 3913: Electric Plant Instruction 11. Work Order and Property Record 
System Required: Change paragraph C to read: 

C. Each utility shall maintain records in which, for each plant account, the 
amount of the annual additions and retirements, subsequent to the effective 
date of this system of accounts, are classified so as to show the number and 
cost of the various record units or retirement units. 

Page 3914: Operating Ezpense Instruction 3: Rents: Delete note following 
paragraph D. 

Page 3915: Balance Sheet Accounts: 

Change title of Account 151 to “Fuel Stock.” 

Change title of Account 152 to “Fuel Stock Expenses Undistributed.” 

Change title of Account 163 to “Stores Expense Undistributed.” 

Change title of reference 11 to “Accumulated Deferred Income Tazes.” 

Change title of Account 281 to “Accumulated Deferred Income Tares—Ac- 
celerated Amortization.” 

Change title of Account 282 to “Accumulated Deferred Income Tares—Liberal- 
ized Depreciation.” 

Change title of Account 283 to “Accumulated Deferred Income Tares—Other.” 

Page 3917: Account 124, Other Investments: Change reference sentence at 
end of paragraph B to read: “(See also account 210, Gain on Resale or 
Cancellation of Reacquired Capital Stock, and account 217, Reacquired Capital 
Stock)”. 

Page 3918: Account 142, Customer Accounts Receivable: Change paragraph 
B to read: “This account shall be maintained so as to permit ready segregation 
of the amounts due for merchandising, jobbing, and contract work.” 

Page 3918: Account 151, Fuel: Change title of Account 151 to “Fuel Stock.” 

Page 3918: Account 152, Fuel Stock Hapenses: Change title of Account 152 to 
“Fuel Stock Expenses Undistributed.” 
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Pages 3918-19: Account 154, Plant Materials and Operating Supplies: Change 
first sentence of paragraph A to read: “A. This account shall include the cost 
of materials purchased primarily for use in the utility business for construction, 
operation and maintenance purposes.” 

Page 3919: Account 154, Plant Materials and Operating Supplies: Change title 
reference in last line of note to: “account 163, Stores Expense Undistributed.” 

Page 3919: Account 163, Stores Expense: Change title of Account 163 to 
“Stores Expense Undistributed.” Change reference to Account 152 in last line 
of paragraph B to account 152 “Fuel Stock Expenses Undistributed.” 

Page 3920: Account 181, Unamortized Debt Discount and Expense: In para- 
graph E, twelfth line, place a period after the word “redemption” and delete 
the following: “after reducing the aggregate of such amounts by an amount 
equal to the saving in income taxes from the refunding transactions, as to 
which a special charge of similar amount shall be entered in account 428, 
Amortization of Debt Discount and Expense.” 

Page 3921: Account 213, Discount on Capital Stock; Page 3922: Account 214, 
Capital Stock Expense: In Paragraph B, line 10, of the above accounts, place 
a period after “account 210” and delete the following: “, and provided, further, 
that in no event shall debits in excess of accumulated credits from the re- 
tirement of stock be charged to account 210.” 

Page 3922: Account 217, Reacquired Capital Stock: In paragraph B, line 15, 
of the above account, place a period after “210” and delete the following: “, and 
provided, further, that in no event shall debits in excess of accumulated credits 
from the retirement of stock be charged to account 210.” 

Page 3924: 11. Accumulated Deferred Taxes on Income: Change title to 
“Accumulated Deferred Income Taxes” and delete the first paragraph. Per 
Commission Order No. 216, issued October 22, 1959, substitute the following 
revision: 

Public utilities and licensees shall use the accounts provided below for prior 
accumulations of deferred taxes on income and for additional provisions. A 
copy of the order or other authorization to practice deferred tax accounting of 
the state public service commission also having jurisdiction shall be filed with 
the Commission, or, in the absence of a state public service commission having 
accounting jurisdiction, the public utility or licensee shall file with this Com- 
mission a copy of its plan of accounting for deferred taxes on income. The 
filing of such order or other authorization, or accounting plan, shall constitute 
permission for additional accumulations of deferred taxes on income. Account 
283 is provided for use of those public utilities and licensees which have obtained 
permission of the Commission for specific types of deferrals on taxes on income 
other than with respect to accelerated amortization or liberalized depreciation. 

Page 3924: Account 281, Accumulated Deferred Tazes on Income—Accelerated 
Amortization: Change title of Account 281 to “Accumulated Deferred Income 
Taxes—Accelerated Amortization” and change first sentence of paragraph A to 
read: “A. This account shall be credited and account 410, Provision for Deferred 
Income Taxes, shall be * * *.” 

Change first sentence of paragraph B to read: “B. This account shall be 
debited and account 411, Income Taxes Deferred in Prior Years—Credit, shall 
be ** on 

Change fourth and third lines from end of paragraph E to read: “account 
411, Income Taxes Deferred in Prior Years—Credit. * * *.” 

Page 3924: Account 282, Accumulated Deferred Taxes on Income—Liberalized 
Depreciation: Change title of Account 282 to “Accumulated Deferred Income 
Taxes—-Liberalized Depreciation” and change first sentence of paragraph A to 
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read: “A. This account shall be credited and account 410, Provision for Deferred 
Income Taxes, shall be * * *.” 

Change first sentence of paragraph B to read: “B. This account shall be 
debited and account 411, Income Taxes Deferred in Prior Years—Credit, shall 
be * * oe 

Change fourth and third lines from end of paragraph E to read: “count 411, 
Income Taxes Deferred in Prior Years—Credit, * * *.” 

Page 3925: Account 283, Accumulated Deferred Tazes on Income—Other: 
Change title of Account 288 to “Accumulated Deferred Income Taxres—Other” 
and change fourth and fifth lines of paragraph A to read: “* * * and account 
410, Provision for Deferred Income Taxes * * *”. 

Change third and fourth lines of paragraph B to read: “debited and account 
411, Income Taxes Deferred in Prior Years—Credit,”. 

Change fourth and third lines from end of paragraph D to read: “Income 
Taxes Deferred in Prior Years—Credit, * * *.” 

Page 3930: Account 344, Generators: At end of list of items add the following 
note: “Note: If prime movers and generators are so integrated that it is not 
practical to classify them separately, the entire unit may be included in account 
344 Generators.” 

Page 3982: Account 368, Line Transformers: Add the following to list of 
items: 

5. Capacitors. 

6. Network Protectors. 

Page 3934: Income Accounts: Change title of Account 410 to “Provision for 
Deferred Income Taves” ; Change title of Account 411 to “Income Taxes Deferred 
in Prior Years—Credit.” 

Page 3935: Account 410, Provision for Deferred Tages on Income: Change 
title of Account 410 to “Provision for Deferred Income Tazes.” 

Change reference to Account 411 in third to last line of text of account to 
read “account 411, Income Taxes Deferred in Prior Years—Credit.” 

Page 3935: Account 411, Tares on Income Deferred in Prior Years—Credit: 
Change title of Account 411 to “Income Tages Deferred in Prior Years—Credit.” 

Change reference to Account 410 in last line of text of account to read: 
“Provision for Deferred Income Taxes”. 

Page 3936: Following the text of Account 426 Other Income Deductions add 
the following note: “Note: The classification of expenses as nonoperating and 
their inclusion in this account is for accounting purposes. It does not preclude 
Commission consideration of proof to the contrary for ratemaking or other 
purposes.” 

Page 3936: Account 434, Miscellaneous Credits to Surplus: After the first full 
sentence of Account 434, add the following sentence: “If an amount otherwise 
required by the Uniform System of Accounts to be credited to this account is 
not significant with respect to net income determination for the year, it may 
be credited to the appropriate nonoperating income account. (See alsc Gen- 
eral Instruction 7. Delayed Items.).” 

Page 3936: Account 435, Miscellaneous Debits to Surplus: After the first full 
sentence of Account 435, add the following sentence: “If an amount otherwise 
required by the Uniform System of Accounts to be charged to this account is 
not significant with respect to income determination for the year, it may be 
charged to the appropriate nonoperating income deduction account. (See also 
General Instruction 7. Delayed Items.).” 

Page 3937: Account 442, Commercial and Industrial Sales: Present note be- 
comes “Note B”. 
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Add the following note as Note A to the text of Account 442: 
Nore A: If the utility classifies large commercial and industrial customers 
and related revenues on a lesser basis than 1000 kilowatts of demand, or 
segregates industrial customers and related revenues according to a recognized 
definition of an industrial customer, such classifications are acceptable in lieu 
of those otherwise required by the text of this account on the basis of 1000 
kilowatts of demand. 

Page 3938 : Operation and Maintenance Expense Accounts: Delete “and improve- 
ments” from title of Account 529. 

Page 3939: Account 501, Fuel: Second line of paragraph B, change reference 
to Account 151, Fuel to “account 151, Fuel Stock.” 

Sixth and seventh lines of paragraph B, change reference to Account 152, 
to “account 152, Fuel Stock Expenses Undistributed.” 

At the end of paragraph B, add the following sentence: “Respective amounts 
of fuel stock and fuel stock expenses shall be readily available.” 

Page 3941: Account 529, Maintenance of Structures and Improvements: Delete 
“and Improvements” from title of account. 

Page 3942: Account 547, Fuel: Change the reference to Account 151, Fuel, in 
the second line of the text of Account 547 to “account 151, Fuel Stock.” 

Page 3945: Account 588, Miscellaneous Distribution Expenses: Change the 
reference to Account 163 in last line of item 8 to “account 163, Stores Expense 
Undistributed.” 

Page 3947: Account 9138, Advertising Expenses: Change the last three lines 
of Note B to read: “and accounts 416 or 915, as appropriate, on the basis of 
space, time, or other proportional factors.” 

Page 3948: Account 924, Property Insurance: In Note B(1), change reference 
to Account 163 to: “account 163, Stores Expense Undistributed.” 

The Commission recognizes that some burden and expense will have to be 
borne by the accounting and reporting parties affected in connection with the 
transition from the present to the revised System of Accounts. However, the 
Commission is of the opinion that the physical burden and monetary cost of 
the changeover is of minor importance when viewed in relation to the immediate 
and future benefits to be derived from the revised System of Accounts, as 
prescribed herein. 

For the convenience of all parties concerned, Appendix A set forth below 
correlates the account titles of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees Subject to the Provisions of the 
Federal Power Act, effective January 1, 1937, with the revised System of 
Accounts prescribed herein effective January 1, 1961. Being a schematic pres- 
entation only and of a very general nature, nothing contained therein shall 
be construed as in any way modifying the general or specific account titles, 
texts, and instructions of either of the Systems of Accounts. 

Also, it should be noted that for the period of time required for the prepara- 
tion and publication of the revised System of Accounts prescribed herein in 
pamphlet form, the revised System of Accounts (18 CFR 101.02-1—101.905) will 
be available in the printed form set forth below as Appendix B.* 

The Commission finds: 

(1) In view of the foregoing, and upon consideration of all relevant mat- 
ters presented, it is necessary and appropriate for the purposes of the Federal 
Power Act that the proposed revised System of Accounts as set forth in the 


*Omitted in printing. 
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Notice of Proposed Rulemaking (24 F.R. 3906-3949) and as modified by the 
changes set forth above, be adopted and promulgated as this Commission’s 
revised Uniform System of Accounts Prescribed for Public Utilities and Licen- 
sees subject to the provisions of the Federal Power Act, effective January 1, 
1961, all in the manner as hereinafter provided. 

(2) Good cause exists for the adoption of the revised System of Accounts 
set forth herein to be effective as of January 1, 1961. 

The Commission, acting pursuant to the Federal Power Act, as amended, 
particularly sections 301(a), 304, and 309 (16 U.S.C. 825, 825c, and 825h), 
orders: 

(A) Effective January 1, 1961, §§ 101.02-1 through 101.905, Part 101 of Sub- 
chapter C—Accounts, Federal Power Act (18 CFR 101.02-1 through 101.905) 
are amended to read as provided by Appendix B set forth below. 

(B) Effective January 1, 1961, all Class A and Class B Public Utilities and 
Licensees under the Federal Power Act shall keep their accounts in the manner 
set forth in the revised System of Accounts appearing in Appendix B set forth 
below. 

(C) The Secretary of the Commission shall cause prompt publication of this 
order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SACRAMENTO MUNICIPAL UTILITY DISTRICT, PROJECT NO. 2101 


ORDER APPROVING REVISED EXHIBITS AND ADJUSTING AUTHORIZED INSTALLED CAPACITY 
(Issued June 8, 1960) 


Sacramento Municipal Utility District, licensee for major Project No. 2101— 
to be known as the Upper American River Project and located on the Rubicon 
River and tributaries, Silver Creek and tributaries, and South Fork of the 
American River in El Dorado County, California, and affecting lands of the 
United States within the Eldorado National Forest—filed on March 28, 1960, 
with a supplemental filing on April 25, 1960, for Commission approval and 
inclusion in the license for the project the following-described revised Exhibit 
M and pursuant to Article 26 of the license for the project the following- 
described revised Exhibit L drawings pertaining to the Camino tunnel, pen- 
stock and power plant: 

Exhibit 32 (FPC No. 2101-107) entitled “Camino Tunnel General Plan 
& Profile ;” 

L-63 (FPC No. 2101-108) entitled “Camino Tunnel Typical Sections ;” 

L-66 (FPC No. 2101-112) entitled “Camino Penstock Plan & Profile—sheet 
1 of 2;” 

L-67 (FPC No. 2101-113) entitled “Camino Penstock Plan & Profile—sheet 
2 of 2;” 

L-68 (FPC No. 2101-114) entitled “Camino Powerhouse General Arrange- 
ment Plan—El. 1892.0;” 

L-69 (FPC No. 2101-115) entitled “Camino Powerhouse General Arrange- 
ment Plan—El. 1844.0;” and 

L-70 (FPC No. 2101-116) entitled “Camino Powerhouse General Arrange- 
ment Transverse Sections—Unit No. 1;” and 

Exhibit M-1 entitled “Camino Power Plant General Description of Equip- 
ment”, in one typewritten sheet dated April 20, 1960, only insofar as it covers 
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one (not two) Francis-type turbine-generator unit and one (not two) 80,000- 
kva transformer and associated auxiliary equipment, said Exhibit M-1 super- 
seding in part Exhibit M dated July 20, 1955, and now part of the license, 
insofar as it applies to Camino power plant on page M-2. 

The above-described Exhibit L drawings supersede Exhibits L-8, L—49, and 
L-50, (FPC Nos. 2101-14, -91, and -92), now part of the license for the project, 
and above-described Exhibit M-1 supersedes Exhibit M, dated July 20, 1955, 
now part of the license for the project, insofar as it applies to Camino power 
plant on page M-2 thereof. 

The effect of approving the exhibits, among others, will be the (1) realign- 
ment and enlargement of the lower 1,900 feet of Camino tunnel, (2) construction 
of a wye and short stub section of tunnel therefrom at the start of the realigned 
section, (3) enlargement of the disposal areas at the adit and the lower tunnel 
portal, (4) realignment and enlargement of Camino penstock and its bifurcation 
before entering the powerhouse, and (5) an increase in the installed generating 
capacity of Camino power plant from 57,000 to 71,250 kilowatts in the first of 
two equally rated units ultimately to be installed in this plant, thus increasing 
the authorized installed capacity of the project for the purpose of computing the 
capacity component of the administrative annual charge from 272,000 horse- 
power to 291,000 horsepower. 

Most of the changes are in anticipation of the contemplated future develop- 
ment of a diversion of Brush Creek into the Camino tunnel for additional gene- 
ration at the Camino power plant. The licensee proposes that one 71,250-kilo- 
watt unit be installed initially and that the second similar unit be installed when 
Brush Creek water becomes available to Camino power plant. The licensee 
contemplates the construction of the Brush Creek diversion development as soon 
as its load will have so grown as to utilize fully the additional peaking capacity 
provided by the second Camino unit, which it indicates will occur within about 
five years after the completion of the initial Camino unit. 

The economic study made by the licensee showing the economic advantages 
of the two-unit Camino power plant has been reviewed by the Commision’s staff 
and found to be reasonable. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Eldorado National Forest, in informing the Commission of 
the approval by the Forest Service of the proposed enlargement of the Camino 
tunnel, pointed out that such approval does not imply approval of the proposed 
future Brush Creek Reservoir. 


The Commission finds: 


(1) Exhibit M, dated July 20, 1955, now part of the license for the project, 
should be revised to eliminate therefrom all reference to Camino power plant on 
page M-2 thereof, and superseded Exhibits L-8, L-49, and L-50 (FPC Nos. 
2101-14, -91, and 92), now part of the license for the project, should be elim- 
inated from the license. 

(2) The above-described Exhibit L drawings—L-—62, L-63, and L-—66 through 
L-70 (FPO Nos. 2101-107, -108, and -112 through -116)—and Exhibit M-1, 
insofar as it covers one turbine-generator unit and one transformer and associ- 
ated auxiliary equipment, and Exhibit M, dated July 20, 1955, and now part of 
the license for the project, as revised to eliminate therefrom all reference to 
Camino power plant on page M-2 thereof, conform to the Commission’s rules 
and regulations and should be approved as part of the license for the project. 

(3) The presently authorized installed capacity of the project for the purpose 
of computing the capacity component of the administrative annual charge is by 
this order increased from 272,000 horsepower to 291,000 horsepower, and the 
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annual charge for reimbursing the United States for the costs of administration 
of Part 1 of the Federal Power Act is reasonable as hereinafter fixed and 
specified. 


The Commission orders: 


(A) Exhibit M, dated July 20, 1955, now part of the license for the project, 
is revised to eliminate therefrom all reference to the Camino power plant on 
page M-2 thereof and superseded Exhibits L-8, L-49, and L-50 (FPC Nos. 
2101-14, -91, and -92), now part of the license for the project, are eliminated 
from the license. 

(B) The above-described Exhibits L-62, L-63, and L-66 through L-70 (FPC 
Nos. 2101-107, —108, and —112 through -116) and Exhibit M-1 to the extent noted 
and Exhibit M, dated July 20, 1955, as revised, are approved as part of the 
license for the project. 

(C) Article 44 of the license is amended to read as follows: 

Article 44. At such time as the Commission may direct and to the extent that 
it is economically sound and in the public interest to do so, after notice and 
opportunity for hearing, the Licensee shall complete the Camino power plant 
to its ultimate development; construct as part of the project the Brush Creek 
reservoir and tunnel, and Loon Lake Numbers 1 and 2, Robbs Peak and Jones 
Fork power plants; and provide additional storage in the Rubicon diversion 
reservoir or Loon Lake reservoir. 

(D) Article 46 of the license as amended is further amended by amending 
Paragraph (a) thereof to read as follows: 

(a) Effective as of January 1, 1960, for the purpose of reimbursing the United 
States for the costs of administration of Part I of the Act, a reasonable annual 
charge in accordance with the provisions of Part 11 of the Commission’s regu- 
lations. The authorized installed capacity for such purpose is 291,000 horsepower. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act and failure to file such an application shall constitute accept- 
ance of this order. In acknowledgment of the acceptance of this order, it shall 
be signed for the Licensee and returned to the Commission within 60 days from 
the date of its issuance. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6936 
ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued June 9, 1960) 


Gulf States Utilities Company (Applicant), incorporated under the laws of 
the State of Texas and qualified to do business as a foreign corporation in the 
State of Louisiana, with its principal place of business in Beaumont, Texas, 
filed an application on May 11, 1960, as amended May 25, 1960, for an order 
pursuant to Section 204 of the Federal Power Act authorizing the issuance and 
sale at competitive bidding of $17,000,000, principal amount of First Mortgage 
Bonds, Series due 1990. 

Applicant proposes to issue the Bonds under its Indenture of Mortgage, dated 
as of September 1, 1926, to The Chase National Bank of the City of New 
York, as Trustee, as heretofore supplemented, and to be further supplemented by 
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a proposed Twentieth Supplemental Indenture to be dated as of July 1, 1960, 
to The Hanover Bank, of New York, N.Y., as successor Trustee. 

On or about June 14, 1960, Applicant proposes to invite sealed written bids 
for the purchase of the Bonds by newspaper publication and by distribution of 
a “Public Invitation for Bids for the Purchase of Bonds,” setting forth terms 
and conditions relating thereto. All bids, whether from a single bidder or 
group of bidders, must be in writing on the Form of Bid furnished by Applicant 
and must be for the purchase of the entire issuance of Bonds. Each bid must 
specify, among other things, (1) the interest rate of the Bonds, which shall be 
a multiple of % of 1%; (2) the price, exclusive of accrued interest, to be paid 
to Applicant for the Bonds, which shall be not less than 100% nor more than 
102%% of the principal amount thereof; (3) that Applicant shall be paid the 
amount of the accrued interest, if any, on the Bonds from the date of the 
Bonds to the date of payment therefor and delivery thereof; and (4) that the 
initial public offering price shall not exceed the amount of the bid plus 144% 
of the principal amount of the Bonds, or, alternatively, that no public offering 
of the Bonds for resale is intended. 

Unless postponed, all bids for the purchase of the proposed issuance of Bonds 
must be presented to Applicant at The Hanover Bank, Room A, 70 Broadway, 
New York 15, N.Y., before 12: 00 Noon, New York Time, on June 27, 1960. Un- 
less Applicant shall reject all bids (which it reserves the privilege to do) or shall 
exclude a bid or bids for reasons specified in the Public Invitation, it will accept 
the bid which provides the lowest “cost of money” to it, determined as provided 
in the Public Invitation. Each bid must be accompanied by a certified or official 
bank check or checks in the aggregate amount of 3% of the principal amount of 
such Bonds, namely, $510,000. 

Applicant states that the proceeds to be obtained from the proposed issuance 
of Bonds will be utilized to reimburse Applicant’s treasury for construction ex- 
penditures heretofore incurred and to carry forward its current construction 
program. That program is estimated to require the expenditure of $198,000,000 
during the four-year period 1960 to 1963, inclusive, and approximately $48,000,000 
during the year 1960. The major items of the program include a 162,000 kilo- 
watt steam electric generating unit placed in service in March, 1960, at Applicant’s 
Nelson Station near Lake Charles, Louisiana; a similar unit placed in service 
at the Willow Glen Station located near Baton Rouge, Louisiana, also in March, 
1960; a new steam electric generating station under construction between Orange 
and Port Arthur, Texas, where two 220,000 kilowatt units are being installed, 
the first to be in operation in 1962 and the second in 1963; a 220,000 kilowatt 
generating unit at the Willow Glen Station, construction to begin in 1962 with 
commercial operation scheduled for early 1964; and continuing work on con- 
struction of new or increased capacity transmission and distribution lines, sub- 
stations, and equipment. 

Also, Applicant states that funds generated by reason of the proposed issuance 
of Bonds will enable it to discharge short-term Promissory Notes due December 31, 
1960, which were issued under revolving credit arrangements to provide funds 
for construction purposes.* Applicant estimates that $15,000,000 principal 
amount of those Notes will be outstanding prior to the date of sale of the Bonds. 


*By order issued December 10, 1959, 22 FPC 1026, In the Matter of Gulf States Utili- 
ties Company, Docket No. E—6909, the Commission authorized Applicant to issue $20,000,- 
000, principal amount of Promissory Notes outstanding at any one time, due to mature 
December 31, 1960, but subject to prepayment without penalty. 
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Written notice of the application has been given to the Texas Railroad Com- 
mission and the Louisiana Public Service Commission, and to the Governor of 
each of those States. Notice has also been given by publication in the Federal 
Register on May 25, 1960 (25 FR 4609), stating that any person desiring to be 
heard or to make any protest with reference to the application should file a peti- 
tion or protest on or before June 6, 1960, with the Federal Power Commission, 
Washington 25, D.C. No protest, petition or request to be heard in opposition 
to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued November 27, 
1957, Gulf States Utilities Company, Docket No. E—6785 (18 FPC 701). 

(2) The proposed issuance and sale of Bonds, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Federal 
Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act, and the proposed issuance of secur- 
ities is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(4) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by Applicant of service as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(5) The public notice given the aforesaid application is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Bonds, upon the terms and conditions 
and for the purposes specified in the application, as described above, are author- 
ized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall not 
be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2(k) (3) of the Commission’s Regulations under the Federal Power 
Act relating to compliance with competitive bidding requirements, and Section 
34.2(k) (4) of those Regulations relating to affiliation, and shall have either 
filed such amendments or shall have mailed them and advised the Commission 
by telephone and telegraph, as contemplated in Section 34.9 of the Regulations. 

(ii) The Commission, by further order, shall have approved the price to be 
received by Applicant for the proposed issuance of Bonds and the interest rate 
thereof. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 


676—806—64— 52 
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(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States with respect to any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


AMENDMENT OF PART 157 OF SUBCHAPTER BE, REGULATIONS UNDER 
THE NATURAL GAS ACT, APPLICATIONS FOR CERTIFICATES OF 
PUBLIC CONVENIENCE AND NECESSITY UNDER SECTION 7 OF THE 
NATURAL GAS ACT, DOCKET NO. R-188 


ORDER NO. 221 


AMENDING SECTION 157.27 OF THE REGULATIONS UNDER THE NATURAL GAS ACT 


(Issued June 9, 1960)* 


In this proceeding the Commission has under consideration the amendment 
of Part 157, entitled “Applications for Certificates of Public Convenience and 
Necessity Under Section 7 of the Natural Gas Act as Amended” of Subchapter 
E, Regulations under the Natural Gas Act, Chapter I of Title 18, Code of Federal 
Regulations, by revising § 157.27—Other Information. 

Present § 157.27 provides that a producer applicant for a certificate “may be 
required to furnish such additional information as the Commission may deem 
pertinent.” The amendment herein adopted makes no change in that require- 
ment but merely revises the text of the section to conform it more nearly to 
the parallel section of the regulations relating to pipeline companies (18 CFR 
157.14(c) ). 


The Commission finds: 


(1) The proposed amendment involves a matter of practice and procedure 
which does not require notice or hearing under Section 4(a) of the Administra- 
tive Procedure Act. 

(2) Adoption and promulgation of the proposed amendment is necessary and 
appropriate for the purposes of administration of the Natural Gas Act. 

(3) Good cause exists that this amendment become effective as hereinafter 
ordered. 

The Commission, acting pursuant to the authority granted by the Natural 
Gas Act, particularly Sections 7 and 16 thereof (52 Stat. 824, 830; 15 U.S.O. 
71i7f and 7170), orders: 

(A) Part 157—Applications for Certificates of Public Convenience and Neces- 
sity Under Section 7 of the Natural Gas Act, as amended, Subchapter EB, Regu- 
lations Under the Natural Gas Act, Chapter I of Title 18, Code of Federal 
Regulations, be and the same is hereby amended by deleting the existing text 
of § 157.27 and inserting in lieu thereof the following: 

§ 157.27—Other information. Upon request by the Secretary, applicant shall 
submit such additional data, information, exhibits, or other detail as may be 
specified. 

(B) The amendment prescribed herein shall become effective upon the is- 
suance of this order. 

(C) The Secretary of the Commission shall cause publication of this order 
to be made in the Federal Register. 


*Published in Federal Register, June 15, 1960 (25 F.R. 5334). 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GULF OIL CORPORATION, DOCKET NO. RI60-392; VIRGINIA RAMSBRY, 
ET AL., DOCKET NO. RI60-378; H. T. SHALETT AND DAVID CROW, 
DOCKET NO. RI60-393; PHILLIPS PETROLEUM COMPANY (OPER- 
ATOR), DOCKET NO. RI60-394; F. A. CALLERY, INC., ET AL., DOCKET 
NO. RI60-395 


ORDER PROVIDING FOR HEARINGS ON AND SUSPENSION OF PROPOSED CHANGES IN RATES, 
AND ALLOWING INCREASED RATES TO BECOME EFFECTIVE SUBJECT TO REFUND* 


(Issued June 10, 1960) 


The above-named Respondents have tendered for filing proposed changes in 
presently effective rate schedules for sales of natural gas subject to the jurisdic- 
tion of the Commission. In each filing, the natural gas is sold at 14.65 psia, with 
exceptions of Gulf Oil Corporation and H. T. Shalett and David Crow, which is 
sold at 15.025 psia. The proposed changes are designated as shown on the fol- 
lowing page. 

Gulf Oil Corporation (Gulf), in support of its proposed redetermined in- 
creased rate, states that its contract was negotiated at arm’s-length. Gulf also 
incorporates by reference certain exhibits presented by Gulf in the Section 
5(a) proceedings in Docket Nos. G—9520, et al., which purport to show a cost of 
service at 28.92¢ per Mcf for Gulf’s jurisdictional sales in 1957, higher explora- 
tion and development costs, and declining production on a “per foot drilled” 
basis. 

Virginia Ramsey, et al (Ramsey), in support of the proposed favored-nation 
increased rate, submit copies of Tennessee Gas Transmission Company’s letter 
establishing the increased rates. Ramsey also states that the contract of sale 
was negotiated at arm’s-length and the proposed rate does not exceed the 
going price of gas in the area. 

Phillips Petroleum Company (Operator) (Phillips), in support of its pro- 
posed renegotiated increased rate, states that had there not been agreement 
between the parties for the increased rate, buyer would have been obligated 
to pay a higher price, or else the contract would have terminated by its own 
terms. In addition Phillips estimates that by May 1962 it will no longer have 
surplus gas for delivery to buyer. In recognition of the contingency, the letter 
agreement of April 18, 1960, allows buyer, at its option, upon two weeks’ written 
notice, to reduce its maximum, minimum and daily average purchases by as 
much as 6,000 Mcf per day. As a result, Phillips argues that it may suffer a 
substantial loss in total revenue from this sale during such period. 

F. A. Callery, Inc., et al. (Callery), in support of the proposed renegotiated 
increased rate, states that the proposed rate represents consideration for sel- 

ler’s agreement to eliminate the favored-nation clause and such rate is supported 
by the cost of service study submitted by Callery with a pending motion to 
terminate the suspension proceedings in Docket Nos. G—16330, et al. 

H. T. Shalett and David Crow (Shalett and Crow) in support of the proposed 
tax change, interpret the tax provisions of their rate schedule to the effect 
that tax reimbursement for the Louisiana severance tax will be at the same 
reimbursement level that they received for the Louisiana gathering tax. South- 


1This order does nct provide for the consolidation for hearing or disposition of the 
several matters covered herein, nor should it be so construed. 
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ern Natural Gas Company, the purchaser, has taken the position that the tax 
reimbursement clause does not require reimbursement of the increased Louisi- 
ana severance tax. Shalett and Crow also proposed a periodic increased rate, 
which includes the questionable tax reimbursement. In view of the controversy 
over the proper interpretation of the tax reimbursement provision of the con- 
tract, and in order to assure refund in the event Southern Natural’s interpreta- 
tion thereof is correct, it is deemed advisable to suspend the tax change and 
the proposed increased rate and charge for one day until June 14, 1960, and 
until such further time as it is made effective in the manner prescribed by the 
Natural Gas Act, with only the tax reimbursement portion of the increased 
rate to be made effective subject to refund. 

The proposed changes may be unjust, unreasonable, unduly discriminatory, or 
preferential, or otherwise unlawful. 


The Commission finds: 


(1) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission enter upon 
hearings concerning the lawfulness of the several proposed changes and that 
the above-designated supplements be suspended and the use thereof deferred as 
hereinafter ordered. 

(2) It is necessary and proper in carrying out the provisions of the Natural 
Gas Act that Supplement Nos. 3 and 4 to Shalett and Crow’s FPC Gas Rate 
Schedule No. 1 be allowed to take effect subject to refund of the tax reimburse- 
ment portion only of the increased rates upon the timely filing of their agree- 
ment and undertaking, as hereinafter ordered. 


The Commission orders: 


(A) Pursuant to the authority of the Natural Gas Act, particularly Sections 
4 and 15 thereof, the Commission’s Rules of Practice and Procedure and the 
Regulations under the Natural Gas Act [18 CFR, Chapter I], public hearings 
shall be held upon dates to be fixed by notices from the Secretary concerning 
the lawfulness of the several proposed increased rates and charges contained 
in the above-designated supplements. 

(B) Pending hearings and decisions thereon, each of the above-designated 
supplements is hereby suspended and the use thereof deferred until the date 
indicated in the above “Rate Suspended Until’ column, and thereafter until 
such further time as it is made effective in the manner prescribed by the 
Natural Gas Act. 

(C) Neither the supplements hereby suspended, nor the rate schedules sought 
to be altered thereby, shall be changed until these proceedings have been dis- 
posed of or until the periods of suspension have expired, unless otherwise 
ordered by the Commission. 

(D) Supplement Nos. 3 and 4 to Shalett and Crow’s FPC Gas Rate Sched- 
ule No. 1 shall be effective as of June 14, 1960: Provided, however, That 
within 20 days from the date of the issuance of this order, Shalett and Crow 
shall executive and file under Docket No. R1I60-393 with the Secretary of the 
Commission their agreement and undertaking to comply with the refunding 
and reporting procedure required by the Natural Gas Act and Section 154.102 
of the Regulations thereunder (prescribed by Order No. 215 and No. 215A). 
The agreement and undertaking shall be signed by Respondent, or if Respond- 
ent is a corporation, signed by a responsible officer thereof accompanied by 
proper authorization from the Board of Directors and by a certificate show- 
ing service of copies upon all purchasers under the rate schedule involved. 
Unless Respondents (Shalett and Crow) are advised to the contrary within 
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15 days after the filing of such agreement and undertaking, their agreement 
and undertaking shall be deemed to have been accepted. 

(E) Notices of intervention or petitions to intervene may be filed with the 
Federal Power Commission, Washington 25, D.C., in accordance with the Rules 
of Practice and Procedure [18 CFR 1.8 and 1.37(f)] on or before July 25, 1960. 

Commissioner Kline would reject filing suspended in Docket No. RI60-392. 
He filed a separate dissenting statement in Docket No. RI60-378. 

KLINE, Commissioner, dissenting in Docket No. RI60-378: 

The estimated amount of the annual increase in each of these dockets is 
$1.00, and the Commission should regard these amounts as de minimis and 
accept the rate filings. It is ridiculous to go through all of the steps of a 
rate case and hold a formal hearing where the amounts involved are so 
small. The cost to both the ratepayers and taxpayers will be many hundred 
times any savings the ratepayers will receive by reason of an order reducing 
the rates $1.00 per year, or such portion of the $1.00 increase as is found not 
to be just and reasonable. The law does not concern itself with trifles and 
on the ground that this rate increase is in the same classification, and that 


the administrative process should not concern itself with such a trifling matter, 
I dissent. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITY OF SITKA, ALASKA, PROJECT NO. 2230 
ORDER APPROVING EXHIBIT L DRAWINGS 


(Issued June 10, 1960) 


On May 23, 1960, City of Sitka, Alaska, licensee for major Project No. 2230, 
filed for Commission approval Exhibit L drawings of the powerhouse proposed 
near tidewater for the project known as Blue Lake Hydroelectric Project. 

By our order issued February 10, 1959, we amended the license for the 
project to require, among other things, the licensee under a revised Article 31 
of the license to submit Exhibit L drawings showing the powerhouse located 
near tidewater. The Exhibit L drawings submitted show the relocation, plan. 
and section of the proposed powerhouse. 

The Commission finds: 


The following described Exhibit L drawings conform to the Commission’s 
rules and regulations and should be approved as part of the license for the 
project, and Exhibit K (FPC No. 2230-23) now part of the license, and which 
is superseded by Exhibit L (FPC No. 2230-36), should be eliminated from 
the license—all as hereinafter provided : 

Exhibit L (FPC No. 2230-36) entitled “Powerhouse Site Plan,” 

(FPO No. 2230-37) entitled “Powerhouse Architectural Floor Plan—Below 
El. 22.0,” 


(FPC No. 2230-38) entitled “Powerhouse—Architectural South and East 
Elevations,” 

(FPC No. 2230-39) entitled “Powerhouse—Architectural North and West 
Elevations,” 

(FPC No. 2230-40) entitled “Powerhouse Architectural Longitudinal 
Sections,” 
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(FPC No. 2230-41) entitled “Powerhouse Architectural Cross Sections,” and 
(FPC No. 2230-42) entitled “Powerhouse—Structural Plan Below El. 14.83.” 


The Commission orders: 


The Exhibit L drawings described in the above finding as conforming to 
the Commission’s rules and regulations are approved as part of the license 
for Project No. 2230, and the Exhibit K drawing described in the same finding 
as being superseded is eliminated from the license for the project. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CITY OF EUGENE, OREGON, BY AND THROUGH ITS EUGENE 
WATER & ELECTRIC BOARD, PROJECT NO. 2242 


ORDER AMENDING LICENSE (MAJOR) 


(Issued June 13, 1960) 


Application was filed February 26, 1960, by City of Eugene, Oregon, by and 
through its Eugene Water & Electric Board, licensee for major Project No. 2242— 
to be known as the Carmen-Smith hydroelectric project and located on the McKen- 
zie River and its tributary, Smith River, in Lane and Linn Counties, Oregon, and 
affecting lands of the United States within the Williamette National Forest— 
for amendment of plans for the project as hereinafter specified. 

The application seeks amendment of plans consisting principally of the reloca- 
tion of the axis of the Carmen Diversion Dam about 1,000 feet upstream, and 
the raising of the crest of the dam to elevation 2,633 feet and of the normal full 
pool to elevation 2,625 feet; the relocation of the Carmen Powerhouse about 300 
feet downstream, the changing of the powerhouse to an outdoor type structure, 
and increasing the ratings of the two turbines to 56,000 horsepower each at 359 
feet net head directly connected to generators with nameplate ratings increased 
to 40,000 kilowatts each; and other changes to the Carmen diversion tunnel, 
power tunnel and penstock; the changing of Smith River Dam from a rockfill 
to an earthfill type with minor adjustment in the dam alignment, the raising of 
the crest of the dam to elevation 2,613 feet and increasing the normal full pool 
elevation to 2,605 feet, and the changing of the spillway control from a bascule 
type gate to a radial gate; the relocation of the axis of the Trail Bridge Dam 
about 300 feet upstream, the changing of the type of dam from a rockfill to an 
earthfill, the raising of the crest of the dam to elevation 2,100 feet, increasing full 
pool elevation to 2,092 feet; and the changing of spillway control from a side 
channel spillway to an ogee section near the dam axis containing one radial gate; 
and the changing of the Trail Bridge Powerhouse to an outdoor type structure, 
and increasing the rating of the one turbine to 11,700 horsepower at 67 feet net 
head directly connected to a generator with rating increased to 10,000 kilowatts. 

No additional lands of the United States will be affected by the amendment of 
plans. 

The effect of the amendment, among others, will be to increase the authorized 
installed horsepower capacity of the project for the purpose of computing the 
capacity component of the administrative annual charge from 71,250 horsepower 
to 120,000 horsepower. 

As a result of its study on the safety and adequacy of the revised plans, the 
Commission’s staff has concluded that the proposed structures are of safe and 
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adequate design and will develop the same resources of the McKenzie and Smith 
Rivers and in similar manner as originally proposed in the license for the project, 
the principal difference being an increase in rated plant capacity from 53,500 
kilowatts to 90,000 kilowatts. 

The Secretary of the Army and the Chief of Engineers in reporting on the 
application informed the Commission that the amended plans do not alter the 
basic scheme of development and are satisfactory insofar as the interests of 
navigation are concerned. 

The Secretary of Agriculture, who has supervision over the Willamette National 
Forest, in reporting on the application found that for the adequate protection 
and utilization of the national forest, the amended license, if issued, should 
contain, in addition to the conditions already in the license, a supplemental con- 
dition for the prevention and control of soil erosion as hereinafter provided. 

The Secretary of the Interior in reporting on the application informed the 
Commission that the Department of the Interior has no objection to the proposed 
plans provided Articles 35 and 36 in the interest of fish and wildlife resources 
are retained in the license. 
The Commission finds: 


(1) The license, amended as hereinafter provided, is in the public interest and 
will not interfere or be inconsistent with the purposes for which the Willamette 
National Forest was created or acquired. 

(2) Public notice has been given of the filing of the application. 

(3) The presently authorized installed capacity of the project for the purpose 
of computing the capacity component of the administrative annual charge is by 
this order increased from 71,250 horsepower to 120,000 horsepower, and the 
annual charge for reimbursing the United States for the costs of administration 
of Part I of the Federal Power Act is reasonable as hereinafter fixed and 
specified. 

(4) Exhibit L—-A, Sheets 1 through 9 (FPC Nos. 2242-13 through -21), and 
Exhibit M-A, filed as part of the application and superseding Exhibit L, Sheets 1 
through 8 (FPC Nos. 2242-5 through -12), and Exhibit M, now part of the 
license for the project, conform to the Commission’s rules and regulations and 
should be approved as part of the license for the project and the superseded 
exhibits should be eliminated from the license. 


The Commission orders: 


(A) The exhibits specified in finding (4) herein as conforming to the Com- 
mission’s rules and regulations are approved as part of the license for the 
project and the superseded exhibits specified in said finding are eliminated from 
the license. 

(B) The license for Project No. 2242—which was issued to City of Eugene, 
Oregon, by and through its Eugene Water & Electric Board, on January 8, 1959, 
effective as of December 1, 1958—is amended effective as of June 1, 1960, to 
provide for the changes described in the second paragraph of this order; to 
increase the authorized installed capacity of the project for the purpose of com- 
puting the capacity component of the administrative annual charge; to incor- 
porate therein certain exhibits showing said changes; and to eliminate therefrom 
certain superseded exhibits ; said amendment being: 

PARAGRAPH I. Finding 3(b) of the license is amended to read as follows: 

(b) Project works consisting of : 

Carmen Diversion Dam on McKenzie River consisting of a low earthfill dike 
about 2,180 feet long provided with a concrete overfall spillway with crest at 
elevation 2,620 feet creating a reservoir containing about 280 acre-feet of pondage 
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at elevation 2,625, the normal maximum level; a diversion tunnel about 11,500 
feet long with an intake on Carmen reservoir and discharging into the forebay 
of Smith River Dam ; 

Smith River Dam on Smith River situated just above the mouth of Bunchgrass 
Creek consisting of an earthfill structure 215 feet high and 1,090 feet long, pro- 
vided with a gated, concrete-lined, chute-type spillway with crest at elevation 
2,583 feet and creating a reservoir or forebay containing about 13,500 acre-feet 
of storage at normal maximum level 2605 with 9,000 acre-feet usable; a pressure 
tunnel 7,318 feet long to convey water to an underground surge chamber; a steel- 
lined penstock 1,190 feet long; Carmen powerhouse containing two 56,000-horse- 
power turbines each connected to a 40,000 kilowatt generator ; 

Trail Bridge Dam on McKenzie River consisting of an earthfill structure, with 
maximum height of 87 feet and 2100 feet long, provided with a gated concrete- 
lined chute spillway with crest at elevation 2061 feet creating a reregulating 
reservoir providing about 2,750 acre-feet of active storage between maximum 
water level 2092 and minimum water level 2045; a powerhouse as an integral 
part of the dam containing one 11,700-horsepower turbine connected to a 10,000- 
kilowatt generator ; and 

A 14-kv transmission line from Trail Bridge plant to Carmen substation; Car- 
men substation ; a 115-kv transmission line from Carmen substation to the Cougar 
switchyard, a distance of 19 miles, and appurtenant facilities ; 
the location, nature, and character of which are more specifically shown and 
described by the exhibit hereinbefore cited and by certain other exhibits which 
also formed part of the application for license or application for amendment of 
the license and which are designated and described as follows: 

Echibit L-A, Sheet 1( F PC No. 2242-13) entitled “Project Area Map;” Sheet 2 
(FPC No. 2242-14) entitled “Carmen Diversion Dam, Layout & Details;” 
Sheet 3 (FPC No. 2242-15) entitled “Smith Dam, Layout & Details;” Sheet 4 
(FPC No. 2242-16) entitled “Tunnels, Profiles & Sections ;”’ Sheet 5 (FPC No. 
2242-17) entitled “Surge Chamber & Penstock, Plan, Profile & Sections ;” Sheet 6 
(FPC No. 2242-18) entitled “Carmen Powerhouse, Plans & Section;”’ Sheet 7 
(FPC No. 2242-19) entitled “Carmen Powerhouse Plans;” Sheet 8 (FPC No. 
2242-20) entitled “Trail Bridge Dam Layout & Details ;” Sheet 9 (FPC No. 2242- 
21) entitled “Trail Bridge Powerhouse Plan & Sections; and 

Echibit M—A, comprising three typewritten pages entitled “General Description 
of Equipment.” 

PARAGRAPH II. Article 28 of the license is amended to read as follows: 

Article 28. The Licensee shall pay to the United States the following annual 
eharges: 

For the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Act, a reasonable annual charge in accordance with the pro- 
visions of Part 11 of the Commission’s regulations. The authorized installed 
capacity for such purpose is 120,000 horsepower. 

PARAGRAPH III. The license for the project is amended to include therein 
the following additional special condition, designated Article 37. 

Article 87. The Licensee shall be responsible for prevention and control of 
soil erosion and gullying on project lands resulting from construction and op- 
eration of the project, and shall revegetate exposed soil surfaces or construct 
and maintain such preventive works to accomplish this result as may be pre- 
scribed by the Commission upon the recommendation of the agency of the United 
States having jurisdiction over the lands affected. 

(C) This amendment in the manner set out above shall not operate to alter 
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or amend the license in any other respect and shall not in any way constitute 
a waiver of any other part, provision or condition of the license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within 60 days from the date of its issuance. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GULF OIL CORPORATION, ET AL., DOCKET NO. G-9520, ET AL? 


ORDER GRANTING APPLICATION FOR ISSUANCE OF SUBPOENA DUCES TECUM 


(Issued June 13, 1960) 


On January 29, 1960, The United Gas Improvement Company and Philadel- 
phia Electric Company Joint Applicants) filed a joint application for the is- 
suance of Subpoenas Duces Tecum for the production of certain materials sup- 
porting and underlying several exhibits admitted into evidence in this proceed- 
ing, which involves a determination as to the justness and reasonableness of rates 
for sales of natural gas under sections 4 and 5 of the Natural Gas Act. 

Specifically the Joint Applicants request production of all intrastate gas sales 
contracts, together with the questionnaires related to such contracts, used or 
considered in connection with the preparation of Exhibits 41, 483 and Schedule 2 
of Exhibit 44, admitted into evidence in this proceeding and in the possession of 
Foster Associates, Inc., together with all other materials used or considered in 
connection with the preparation of said exhibits. In the alternative, Joint Ap- 
plicants request that the names of the various producers supplying the underly- 
ing information in question be furnished and that subpoenas then be issued 
requiring each of these producers to submit copies of all intrastate gas sales con- 
tracts entered into on or after January 1, 1955, to which said producers were a 
party. 

The basic circumstance to which Joint Applicants object and from which they 
seek relief is that the documentary materials sought are said by the Respondents 
herein to be confidential in nature, are not public records, and that while the 
materials were stated to be open to other parties in this proceeding for the pur- 
pose of confirming the accuracy of the exhibits upon which they are based, they 
could not be copied or otherwise used to question the accuracy of the exhibits 
or be used generally as a basis for rebuttal exhibits or testimony or for cross- 
examination. These materials, bearing upon certain intrastate sales of natural 
gas, were requested by Foster Associates, Inc., from producers with the promise 
that they would be kept confidential. Exhibits 41, 43 and Schedule 2 of Ex- 
hibit 44 set forth resumes of prices and other information taken from the intra~ 
state sales contracts in question. In overruling objections to the admissibility 
of these exhibits,? the Presiding Examiner indicated that a Subpoena could be 
used to remedy some of the objections to the exhibits (T. 2281, 2270). 


1The docket numbers of the matters consolidated in this proceeding for the purposes 
of hearing are set forth in the order issued February 12, 1959, 21 FPC 212. 

2 Additional objections, which were also overruled, were made to the exhibits on the 
ground that the requests did not cover many types of intrastate contracts which are or 
might be significant, and that, of the types of contracts requested, only perhaps 50 to 55 
percent of this unknown total were furnished. Thus, it was contended, that the exhibits 
were not statistically reliable and constituted improper evidence. 
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On February 2, 1960, an answer and objections was filed to the joint applica- 
tion for the issuance of a subpoena by Gulf and Foster Associates, Inc. On 
February 11, 1960, the Presiding Examiner requested that all parties submit 
answers to the joint application. On March 2, 1960, answers as requested by 
the examiner were filed by the Joint Applicants and Gulf and Foster Associates, 
Inc., and on March 8, 1960, by the staff. On May 9, 1960, the Presiding Exam- 
iner issued a ruling relying on the Commission’s order issued April 25, 1960, in 
East Tennessee Natural Gas Company, Docket No. G—19530, 23 FPC 629, that he 
lacked the authority to issue subpoenas duces tecum, and therefore, referred the 
matter to the Commission for disposition. 

Gulf and Foster Associates, Inc. contend that Joint Applicants have not shown 
that the documents sought ““* * * would tend to establish a relevant fact or that 
the issuance thereof is necessary.” (Page 6 of Answer and Objections, citing 
Section 1.23(a) of the Commission’s Rules of Practice and Procedure and the 
order issued April 22, 1959, in the “Omnibus” case, 21 FPC 533). However the 
Presiding Examiner has determined that Exhibits 41, 43 and Schedule 2 of 
Exhibit 44 are relevant, as contended by Gulf. It follows that the materials 
from which such exhibits are drawn are surely as relevant as the exhibits 
themselves. Further, any rebuttal exhibits or testimony predicated upon the 
documents sought should be as relevant as the exhibits they now support, even 
though Joint Applicants cannot be entirely specific as to the facts sought since 
the materials are treated as confidential and secret, and have not been made 
available to them. 

Gulf’s reliance on the “Omnibus” order (21 FPC 533) is likewise not persua- 
sive. There the statistical evidence was “* * * in the nature of broad back- 
ground material and not for the purpose of establishing costs or rates for any 
single independent producer, * * *”. Here the statistical evidence—Exhibits 
41, 43 and Schedule 2 of Exhibit 44—is for the purpose of establishing rates 
or costs of Gulf, or it would have no place in this proceeding. Therefore a re- 
quest for supporting materials here does not suffer from the defect that a sim- 
ilar request had in the “Omnibus” case. 

The staff takes the position that a subpoena should issue for the production of 
the materials supporting Exhibits 41, 43 and Schedule 2 of Exhibit 44 which 
are in the possession of Foster Associates, Inc., on the ground that this action 
is required by due process and to avoid possible judicially recognizable error. 

It is clear that parties to this proceeding other than Gulf are denied effective 
access to the documentary materials supporting Exhibits 41, 48 and Schedule 2 
of Exhibit 44, pertaining to intrastate sales of natural gas, when they may 
only inspect such materials “* * * for the sole purpose of ascertaining whether 
such exhibit accurately reflects the data contained in such contracts.” Page 3 
of Gulf’s Answer and Objections). Thus other parties are precluded from re- 
producing or otherwise using such materials for rebuttal or similar purposes. 
We agree with Joint Applicants that the documentary materials are necessary 
“* * * to test the validity of the raw data forming the foundation of the 
subject exhibits * * *”. (Page 8 of Joint Response). Withholding of such 
data under a confidential stamp raises serious due process questions which 
should not be present in an administrative proceeding based upon public 
records. 

One minor question remains. Gulf has resubmitted on May 19, 1960, its filing 
of March 11, 1960, entitled “Reply to Joint Response of the United Gas Im- 
provement Company and Philadelphia Electric Company.” This filing had been 
rejected by letter from the Secretary of the Commission dated March 15, 1960, 
as not within the provisions of the Commission’s rules. Gulf requests that this 
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filing be accepted and considered on the ground that Gulf will not otherwise have 
the opportunity to reply to certain’ assertions of Joint Applicants. It-is clear 
that the filing was properly rejected and that there are no new or additional 
grounds for re-considering the filing. Gulf has had the same opportunity to 
submit its arguments as have all parties and, in fact, has submitted an answer 
to the joint application for subpoena and an answer upon the request of the 
examiner, the latter answer filed the same day as the answer to the examiner’s 
request filed by the Joint Applicants. However, the “Reply” of Gulf has been 
examined and found to contain no new facts of legal contentions not heretofore 
considered. Gulf has at no time directly answered the argument that full use 
and disclosure of the documents underlying its exhibits are required in a public 
administrative proceeding. 


The Commission orders: 


(A) The joint application for the issuance of a Subpoena Duces Tecum filed 
January 29, 1960, by The United Gas Improvement Company and Philadelphia 
Electric Company for the production of all documents and materials supporting, 
underlying and relied upon in the preparation of Exhibits 41, 43 and Schedule 
2 of Exhibit 44 which are in the possession of Foster Associates, Inc., be and 
is hereby granted. 

(B) An appropriate subpoena duces tecum, in the usual form, be issued to 
the said Foster Associates, Inc., to compel the production of the documents and 
materials identified in Paragraph (A) above for submission to the Secretary of 
the Commission within twenty (20) days from the date of issuance of this 
order. 

Commissioner Kline dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SOUTHERN NATURAL GAS COMPANY, DOCKET NO. CP60-41 
FINDINGS AND ORDER AUTHORIZING ABANDONMENT OF FACILITIES 
(Issued June 13, 1960) 


Southern Natural Gas Company, a Delaware corporation, (Applicant) with 
its principal place of business in Birmingham, Alabama, filed an application on 
February 23, 1960 for permission and approval to abandon by sale certain facili- 
ties, pursuant to Section 7(b) of the Natural Gas Act. Applicant proposes to 
sell to Alabama Gas Corporation its old Selma meter station, the southernmost 
0.955 mile looped segment of 6-inch pipeline connected to the buyer’s distribution 
pipeline, together with 52 feet of 6-inch pipe at the old Selma meter station to 
replace the existing meter runs. 

The old Selma meter station was relocated by Southern because it was inade- 
quate, and too close to residential areas. Further, it was located on the line of 
Alabama Gas, which was not desirable from an operating standpoint. The loca- 
tion of the new Selma meter station is at the northern terminus of the segment 
of looped lines to be sold to Alabama Gas. Southern desires to sell this segment 
in accordance with its established policy of not owning lines downstream from 
its metering and regulating stations. After the sale, Southern’s point of physical 
delivery of gas to Alabama Gas will be at the new Selma meter station rather 
than 0.955 miles downstream from the station, as it is now. Alabama Gas will 
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incorporate the facilities it will acquire into its distribution system serving the 
Selma area. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
June 6, 1960 respecting the matters involved, and the issues presented by the 
application filed in this proceeding. No petitions to intervene or protest to the 
granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision herein pursuant to Section 1.30(c)(1) of the Com- 
mission’s Rules of Practice and Procedure. 

The application shows that no service will be interrupted or otherwise affected 
by the sale, transfer and abandonment of the facilities above described. The 
applicant will receive in payment therefor the sum of approximately $25,795.03 
which is equal to the depreciated original cost thereof as of December 31, 1959 
including $1,000 for the old Selma station site without deduction for depreciation. 


The Commission finds: 


(1) Southern Natural Gas Company is a “natural gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission and 
the facilities proposed to be abandoned by it in the manner stated above are parts 
of the pipeline system used to transport natural gas in interstate commerce for 
resale. 

(2) The facilities proposed to be sold and abandoned, as heretofore described, 
are subject to the requirements of Section 7(b) of the Natural Gas Act. 

(3) Such abandonment as heretofore referred to is permitted by the public 
convenience and necessity and should be approved. 

(4) A request made by staff counsel during the hearing for the omission of 
the intermediate decision procedure under Section 1.30(c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record, and not 
having been denied by the Commission, is granted. 


The Commission orders: 


(A) Applicant be and it is hereby authorized to abandon and sell the facilities, 
as proposed in the application. 
(B) Applicant shall report to the Commission in writing, under oath, the date 


of the abandonment of the facilities within 10 days of the date of such abandon- 
ment. 


SOUTH GEORGIA NATURAL GAS COMPANY, DOCKET NO. G—17568 


ORDER ADOPTING EXAMINER'S DECISION DENYING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued June 13, 1960) * 
Syllabus 


1. Although limitation in Section 1(b) of Natural Gas Act of jurisdiction over 
direct sales forbids “fixing” of a specific rate for a particular direct sale 
in a Section 4 proceeding, it is Commission’s responsibility under Section 7, 
to require a pipeline to show that the rate at which it proposes to make 
a direct sale is at or above a “compensatory” level. P. 797. 

2. Any change from resale to direct sale service is one which requires new cer- 
tificate authorization irrespective of a superficial identity in specific terms 
of service before and after the change. P. 797. 


*Initial decision appears on p. 798. Rehearing denied by order issued August 8, 1960. 
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3. Commission denies certificate of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act since there was no showing that proposed di- 
rect sale rate will recover costs fairly allocable to the service. P. 798. 

Stanley M. Morley, Camper O’Neal for South Georgia Natural Gas Company 

E. W. Moise, Norman A. Flaningam for Atlanta Gas Light Company 

A. O. Randall for Georgia Public Service Commission 

James A. Gammon, Welly K. Hopkins, R. E. L. Hall for National Coal Associa- 

tion, United Mine Workers of America, and Fuels Research Council, Inc. 

W. R. Clayton for the City of Thomasville, Georgia 

Hugh E. Williams, Jr., for the City of Tallahassee, Florida 

Oscar E. Reed for the Staff of the Federal Power Commission 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 

This case concerns the interruptible gas service provided by South Georgia 
Natural Gas Company to the City of Thomasville, Georgia, for its electric gen- 
erating plant. Thomasville has been a resale customer of South Georgia since 
1955, and in March 1957, South Georgia commenced the delivery of gas to 
Thomasville on an interruptible basis for use in its power plant. The sale to 
Thomasville was made under South Georgia’s tariff rate schedule I-i, at 32 
cents per Mcf. 

In April 1958, South Georgia increased its effective I-1 rate to 36 cents per 
Mcf; and in June 1958, Thomasville decided to use coal instead of gas in its 
power plant. In September 1958, service to the power plant recommenced under 
a new and separate direct sale agreement which provided a rate of 34.5 cents per 
Mecf. South Georgia filed this agreement with the Commission and later, under 
protest, filed the present application for a certificate of public convenience and 
necessity for this service. 

South Georgia takes the position that the Commission has no jurisdiction to 
require South Georgia to obtain new or additional certificate authority to render 
this service under its direct sale agreement. Commission staff contends that the 
requisite jurisdiction exists, and urges the Commission to find that the rate pro- 
posed is “compensatory” and to issue the certificate. The Atlanta Gas Light 
Company and the coal interests request that the certificate be denied because 
the proposed rate has not been shown to be compensatory and, further, because 
the rate would discriminate against other customers of South Georgia. The 
examiner held that the Commission has jurisdiction in these circumstances, but, 
finding that South Georgia had failed to demonstrate that this sale was re- 
quired by the public convenience and necessity, denied the certificate. South 
Georgia filed exceptions. We agree with the examiner’s final conclusions for the 
reasons outlined below. 

South Georgia’s principal argument is that this service was properly initiated 
under the authority of the original certificate granted South Georgia in Docket 
No. G—-1915; that the new contract changes nothing but the rate for this service; 
and that no further authority is needed for such change since, under Section 
1(b) of the Natural Gas Act, the Commission has no jurisdiction to regulate 
direct sale rates. Section 1(b) of the Act makes a fundamental distinction be- 
tween direct sales and sales for resale, but it does not, in terms, forbid the 
Commission to regulate direct sale rates. It states that the Commission shall 
have jurisdiction over the “transportation” of gas for direct sales, but not over 
the direct “sales” themselves.2 The principal purpose of this limited grant is to 
enable the Commission to prevent a pipeline from using its facilities for direct 
sales in circumstances which might impair its service to resale customers.’ 


1F.P.C. v. East Ohio Gas Co., 338 U.S. 464 (1949). 
2 Panhandle Eastern Pipe Line Oo. v. F.P.C., 232 F. 2d 467, 472 (CA 8, 1956). 
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Although the limitation of this jurisdiction forbids the “fixing” of a specific rate 
for a particular direct sale in a Section 4 proceeding,’ it is nevertheless the 
Commission’s responsibility, under Section 7, to require a pipeline to show that 
the rate at which it proposes to make a direct sale is at or above a “compensa- 
tory” level, one which will ensure that the direct sale will recoup a proper pro- 
portion of system costs without being “subsidized” by sales for resale.“ For 
failure to make such a showing South Georgia’s original application in Docket 
No. G—1915 was denied.® 

South Georgia further contends that the Commission’s jurisdiction over the 
use of pipeline facilities for direct sales extends only to the original certification 
of a “new service” and that it does not cover the present situation since no new 
service is involved. South Georgia attempts to support its contention by citing 
several references in the Panhandle case*® to “new customers” as setting this 
limit to the Commission’s direct sale jurisdiction. However, a careful reading 
of that opinion fails to disclose any instance in which this phrase is used in a 
limiting sense; it is merely descriptive of the new service applications which were 
the subject of that case and the cases cited therein. South Georgia asserts that, 
once granted, no further review of direct sale certificates is necessary, since “the 
service * * * having previously been authorized eliminates the possible oc- 
currence of any of the adverse effects designed to be avoided by requiring the 
certification of direct sales before they commence.” This merely restates the 
basie question as a conclusion. In fact, if an applicant could amend his direct 
sale contracts at will once service had commenced under the original certificate, 
the main purpose of the jurisdiction would be defeated. Section 1 and 7 of the 
Act not only establish jurisdiction over the issuance of initial certificates but 
also provide a continuing jurisdiction to review any material change in the serv- 
ice originally certificated. 

South Georgia’s arguments are both based on its assertion that the proposed 
direct sale service is the same service as that previously rendered under the 
provisions of its resale tariff, except for the change in rate. However, the 
Natural Gas Act, as pointed out above, makes a fundamental distinction between 
resale and direct sale service and provides that they shall be regulated in a 
different manner and for different purposes. Asa result, any change from resale 
to direct sale service is one which requires new certificate authority irrespective 
of a superficial identity in specific terms of service before and after the change. 
The direct sale service proposed herein was not authorized by the certificate 
originally issued to South Georgia and should not have been commenced without 
a new certificate. 

Since no new facilities are required for this service, the principal question on 
the merits is whether this direct sale will be made at or above a rate which is 
compensatory. Atlanta insists that direct sale rates must also be non-discrimina- 
tory, but in our judgment this would involve not merely setting a minimum but 
fixing a specific rate for each direct sale and would be beyond the jurisdictional 
limit of Section 1(b) of the Act. However, South Georgia, in order to support 
its application must at least show that its direct sale rate will recover the costs 
fairly allocable to this service. No such showing was made with respect to the 
34.5-cent price proposed herein. South Georgia, in its exceptions, points out that 
two of its other direct sales were certificated at slightly lower prices, but these 


3 Hastings v. Kansas-Nebraska Natural Gas Co., 12 FPC 12, 17 (1953); affirmed 222 
F. 2d 31 (CADC, 1954) ; cert. den. 349 U.S. 920. 

* Northern Natural, G—2409, 15 FPC 682, 1634 (1956). 

512 FPC 551 (1953). 

6 Supra, note 2. 
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certificates were issued at a time when South Georgia’s resale rates were lower 
than at present. Staff counsel’s brief contains a calculation in support of the 
34.5-cent price based on figures filed by South Georgia in another proceeding. 
Even if these figures were admissable for this purpose, they have been super- 
seded by South Georgia’s latest rate filing in Docket No. G—20512. Our conclu- 
sion is that South Georgia has failed to demonstrate that this direct sale is 
required by the public convenience and necessity at the 34.5-cent rate and its 
application must be denied. 


The Commission further finds: 


(1) South Georgia is a natural gas company within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities of South Georgia used for the transportation of natural 
gas in interstate commerce for direct sale to the City of Thomasville, Georgia, are 
subject to the jurisdiction of the Commission, and the operation of these facilities 
for this sale is subject to the requirements of subsection (c) of Section 7 of 
the Natural Gas Act. 

(3) South Georgia has not shown that its proposed direct sale rate will recover 
the costs fairly allocable to this service. 

(4) All material exceptions, arguments and objections not discussed herein 
have been considered but are without substantial support in the record or a 
reasonable basis in law and should be denied. The presiding examiner’s initial 
decision issued herein on January 29, 1960, should, except to extent modified 


by this order, be adopted by the Commission to constitute with this order its 
decision in these proceedings. 


The Commission orders: 


(A) To the extent not inconsistent with this order, the initial decision of the 
presiding examiner denying South Georgia’s application, issued herein on Jan- 
uary 29, 1960, is adopted by the Commission as of the date of issuance of this 
order, to constitute with this order its decision in these proceedings. 


(B) Exceptions to the aforesaid initial decision, to the extent not granted by 
this order, are hereby denied. 


DECISION 
APPLICATION FOR CERTIFICATE UNDER SECTION 7(C) OF THE NATURAL GAS ACT 


(Issued January 29, 1960) 


Marsu, Presiding Examiner: This proceeding is upon the application filed by 
South Georgia Natural Gas Company (South Georgia) in which the Applicant 
asks “(1) for a determination that sales of natural gas to an existing customer 
through existing facilities for direct consumption by such customer and not for 
resale are not subject to the jurisdiction of this Commission, or, (2) in the 
alternative, for a certificate of public convenience and necessity under Section 
7(c) of the Natural Gas Act, as amended, to authorize such sales.” The applica- 
tion discloses that on September 8, 1958, South Georgia and the City of Thomas- 
ville, Georgia (City), entered into a contract for the sale and purchase, 
respectively, of natural gas for direct use in the purchaser’s electric power plant 
and thereafter, in accordance with the Commission’s Rules and Regulations, 
South Georgia filed copies of that agreement with the Commission. Following 
correspondence between South Georgia and the Commission in which South 
Georgia contended that the sale of gas under this contract was not subject to the 
jurisdiction of the Commission, the Applicant, upon the advice of the Commission, 
filed the application above referred to. 
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After publication and service by the Secretary of this Commission of a Notice 
of Application and Date of Hearing, petitions to intervene in this proceeding 
were filed by Atlanta Gas Light Company (Atlanta), National Coal Association 
and others (Coal Interests), Georgia Public Service Commission, the City of 
Thomasville, Georgia and the City of Tallahassee, Florida. Thereafter, the 
Commission issued an order permitting those petitioners to participate in the 
proceeding as interveners. Subsequently, the hearing provided for in the Notice 
of Application and Date of Hearing was held, with the undersigned presiding. 
Following the hearing an opportunity was afforded all participants to file briefs 
and briefs were filed by the Applicant, Atlanta, the Coal Interests and the Staff 
of the Commission. 

The issues in this proceeding are delineated by the requests of South Georgia 
as they appear in the application, and as quoted above. The Applicant contends, 
of course, that the sale of natural gas pursuant to the contract of September 8, 
1958, is not subject to the jurisdiction of this Commission and no authorization 
is required therefor ; but, if the decision in this proceeding is to the contrary, that 
the sale is required by public convenience and necessity. Atlanta, the Coal 
Interests and the Staff are unanimous in the view that the sale and delivery of 
the gas are subject to the jurisdiction of the Commission. However, while 
Atlanta and the Coal Interests contend the contrary, the Staff’s position is that 
the proposed utilization of Applicant’s facilities for the purposes of this sale is 
in the public interest and that a certificate therefor should issue. 

South Georgia is a corporation organized and existing under the laws of the 
State of Georgia. The company owns and operates a natural gas pipeline extend- 
ing in a southeasterly direction from the point of interconnection near Opelika, in 
Lee County, Alabama with Southern Natural Gas Company’s interstate natural 
gas transmission line to a point within the State of Florida near Ellaville. From 
this main transmission line laterals extend to various cities and communities in 
the State of Georgia including the City of Valdosta. From one of such lateral 
lines, which extends in a southwesterly direction from the main line to Quincy, 
Florida extends another which serves the City of Thomasville, Georgia. By 
means of the pipeline system above described the Applicant herein engages in the 
transportation of natural gas in interstate commerce and in the sale in interstate 
commerce of such gas for resale. 

South Georgia operates its interstate natural gas pipeline facilities pursuant 
to a certificate of public convenience and necessity which became effective on 
September 2, 1954, upon rehearing of Docket No. G-1915 as amended. The 
Applicant purchases all of its supplies of natural gas from Southern Natural 
Gas Company under Southern’s FPC Gas Rate Schedule P-2, which became effec- 
tive as of April 16, 1958, by order of this Commission in Docket No. G—13258. 
As of the date of hearing, Southern’s FPC Gas Rate Schedule P-2 provided for 
a billing demand of $1.95 per Mcf and a commodity charge of 18.09 cents per Mcf. 

Atlanta is a corporation organized and existing, and is a public utility, under 
the laws of the State of Georgia. The company is engaged primarily in the 
purchase, sale and the distribution of gas and owns and operates gas distribution 
systems in a number of cities and communities within the State of Georgia. Its 
operations are wholly intrastate and they have been declared by this Commission 
to be exempt from the provisions of the Natural Gas Act. Atlanta purchases 
from South Georgia the gas which it distributes in the City of Valdosta, Georgia. 

The City of Thomasville, Georgia is a municipal corporation organized and 
existing under the laws of the State of Georgia and is a municipality as defined 
in the Natural Gas Act. Thomasville presently owns and operates a natural gas 
distribution system, an electric power generating plant and an electric distribu- 

676—-806—64 53 
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tion system, all within the corporate limits of that city. Thomasville purchases, 
and since September 15, 1955, has purchased gas for its distribution system from 
the Applicant under South Georgia’s FPC Gas Rate Schedule G-1. Besides the 
gas which Thomasville distributes to its domestic and commercial gas purchasers, 
the City sells some gas to other industrial consumers, and also utilizes natural 
gas in the operation of its plant for the generation of electricity. The industrial 
gas sold by the City to others is purchased by Thomasville under South Georgia’s 
FPC Gas Rate Schedule I-1. Similarly, from March 1957 until June 1958 the 
City of Thomasville purchased gas for fuel in its electric power plant on an inter- 
ruptible basis under First Revised Sheet No. 9 of South Georgia’s FPC Gas Rate 
Schedule, Original Volume No. 1, the same being South Georgia’s Rate Schedule 
I-1. Under this schedule interruptible gas is available to any distributing or 
gas pipeline company or system purchasing gas from South Georgia under the 
G-—1 rate schedule. It “* * * is applicable to all natural gas delivered by Seller 
to Buyer on an interruptible basis for delivery by Buyer to any individual 
commercial or industrial consumer (including Buyer as a consumer) * * *” 
Thus this rate schedule was specifically applicable to all industrial gas sold by 
the City or used by it within its service area and this, of course, included the 
service with which we are here concerned. There did not then exist between 
South Georgia and the City any separate contract covering the purchase of gas 
by the latter for power generation. The gas service rendered by South Georgia 
to the City under the G—1 and I-1 rate schedules was furnished under a single 
service agreement. 

All of the gas purchased by Thomasville from South Georgia for any and all 
purposes was transported by and through the Applicant’s facilities to the Thomas- 
ville city gate which is at a point at or in the vicinity of the city’s outskirts. 
The point of delivery was described in the service agreement as “at the point 
of connection between Seller’s facilities and Buyer’s facilities located in Land Lot 
No. 10 in the Thirteenth Land District of Thomas County, Georgia.” Deliveries 
were made at pressures no less than 30 nor more than 150 pounds per square inch. 
Gas was measured by meters installed, operated and maintained by Seller at the 
delivery point. All gas purchased under Rate Schedule I-1 and delivered by 
the Buyer to interruptible customers was measured by a meter or meters equipped 
to record daily and hourly deliveries. Such meters were installed, operated and 
maintained by Thomasville at or near the premises of the customer. The City 
owns the metering equipment at its power plant but “it is operated under the 
supervision of South Georgia who keep control of it from a rate standpoint.” 

The pipeline which serves the Thomasville power plant is a high pressure line 
operating at about 80 pounds per square inch pressure. It extends from the 
interconnection with South Georgia’s line to and beyond the City’s power plant 
to another industrial user. From it there extend other lines to other industrial 
consumers and to the City’s district regulator stations. At regulator points the 
pressure is reduced from 80 pounds to a usable pressure for commercial opera- 
tions of 14 pounds. From these intermediate pressure lines extend the municipal 
low pressure distribution system. The high pressure 80 pound line is an essential 
element in the operation of the local municipal distribution system. 

Although the “point of delivery” was at Thomasville’s city gate, the testimony 
showed that South Georgia continued substantial control over the I-1 interrupt- 
ible gas received at that point. For instance, South Georgia retained control of 
the volumes and the use to which it could be put, including the type of service to 
be rendered. Thus, South Georgia directly controlled the curtailments of deliv- 
eries to the City’s power plant and the City’s other industrial consumers. It was 
necessary for the City to obtain permission from the pipeline in order to render 
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service under this schedule. All sales thereunder by the City and the use of 
interruptible gas by the City for boiler fuel were with the specific consent and 
approval of South Georgia. 

In the original application filed by South Georgia in Docket No. G—-1915 the 
Applicant proposed, in addition to sales to municipal distribution systems, to sell 
industrial gas to the Cities of Thomasville, Georgia and Tallahassee, Florida 
for use as fuel in their municipally-owned electric generating plants and to make 
direct sales to four specifically named industrial customers. 

It appears that those proposed direct sales were considered, for purposes of the 
application in that proceeding (original and amended) as sales subject, for cer- 
tificate purposes at least including the economic feasibility of the project, to the 
jurisdiction of the Commission. 

Prior to April 16, 1958, the rate in effect under Applicant’s Rate Schedule I-1 
and, consequently, the rate being paid by the City for gas used in its power plant, 
was 32 cents per Mcf. Effective April 16, 1958, the I-1 rate was increased to 36 
cents per Mcf under South Georgia’s substituted revised tariff sheets. In both 
the old and the new rate schedule I-1, the charge for interruptible service was 
2 cents per Mcf higher than the commodity charge for firm gas service under 
South Georgia’s Rate Schedule G-2. South Georgia purchased gas for use in its 
electric power plant under this schedule and at this rate until June 1958. 

Early in June 1958, following the increase in the I-1 rate from 32 cents to 36 
cents per Mcf, Thomasville advised South Georgia that it would discontinue the 
use of natural gas in its power plant for the reason that the new rate of 36 cents 
per Mcf exceeded what the City considered its cost of competitive fuel. The 
City then discontinued taking gas from South Georgia for use in its power plant 
under Schedule I-1, and has not since then resumed purchases thereunder. Al- 
though this is not clear from the evidence, it must be inferred that the City then 
reconverted its plant to the use of coal. 

However, on September 8, 1958, South Georgia and the City of Thomasville 
entered into, and there became effective, a new agreement wholly independent of 
Rate Schedule I-1 under which South Georgia agreed to sell and the City agreed 
to purchase natural gas for direct consumption in the City’s electric power plant 
on an interruptible basis at 34.50 cents per Mcf. On that date and under that 
agreement, Georgia began deliveries of natural gas to the City for boiler fuel 
in its electric power plant. 

The evidence shows that under the contract of September 8, 1958, deliveries 
are made of the same gas through the same facilities of South Georgia at the 
same point (the city gate), at the same pressure (30 to 150 pounds per square 
inch) and into and through the same facilities of the City; that the latter facili- 
ties are operated at the same pressure and in the same manner as they were 
when the City was purchasing and receiving gas under Rate Schedule I-1. It 
should be added that the Seller continues to exercise the same controls over the 
gas with respect to the times of delivery, the quantities to be delivered from time 
to time and the use to which it is to be put. Although the language appearing in 
the contract of September 8, 1958, differs literally in many respects from that 
which appears in Rate Schedule I-1 and the service agreement entered into there- 
under, the testimony is that the only significant differences’ between them are 
the difference in price and the term of the service to be rendered thereunder. 

This brings us then to the first of the issues involved in this proceeding, namely, 
whether the Commission has jurisdiction in the premises and can require South 


1 Actually the service agreement reveals a maximum daily delivery of 2,998 Mcf while 
the contract specifies 4,000 Mcf, but the testimony is that there will be no change in 
the volume as the result of the contract of September 8, 1958. 
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Georgia to procure a certificate of public convenience and necessity for the 
service here involved. 

South Georgia did not, in the original certificate proceeding in which the 
Applicant was authorized to render the services for which authorization was 
sought, including sales directly to consumers of gas, contend that the Commission 
did not then have, for the purposes of Section 7(c) of the Natural Gas Act, 
jurisdiction over these sales and did not have authority to permit or refuse to 
permit the Applicant to make these sales. South Georgia concedes that the law 
is abundantly clear that if there were here presented “a situation where the 
pipeline is commencing for the first time a new direct sale of gas for the customers 
own consumption” the Applicant would have to obtain from this Commission 
certificate authorization therefor. The Applicant contends, however, that this 
is not a “new service” and consequently the Commission has no power to require 
further authorization for it. In support of that position the Applicant has cited 
Panhandle Eastern Pipe Line Company v. F.P.C., 232 F. 2d 467 (CA 3, 1956) ; 
cert. denied 352 U.S. 891. 

In that opinion the court confirmed the authority of this Commission, for 
purposes of a certificate proceeding, over direct sales and deliveries to consumers 
of interstate natural gas. It should be pointed out that in that case the court 
was solely concerned with the matter of volumes of gas and the court’s language 
was approprite to that particular feature of the situation. Nevertheless, the 
court said (p. 471) “* * * whatever the nature of the sale might be, it could 
affect the entire operation of the pipeline and its customers.” 

The court also remarked that (p. 472) “The sound principle behind the exercise 
of that control is reasonable safeguarding of a pipeline’s customers.” 

Against that background, let us consider the Commission’s jurisdiction in the 
instant case. First there should be considered the question whether the service 
rendered by South Georgia to the City on and after September 8, 1958, pursuant 
to the provisions of the contract of that date, was or was not a new service for 
purposes of determining that jurisdiction. The testimony clearly shows that for 
reasons which they thought entirely adequate the City abandoned and terminated 
purchase of gas from South Georgia under the I-1 Rate Schedule for use in its 
electric plant early in June 1958. Service under that rate schedule was never 
reactivated nor is there any evidence that it ever will be at the rate currently 
set out therein. It is believed that the distinction between service is not to be 
based upon the quantities, the pressures, the points of delivery or the use to 
which the gas will be put. On the contrary, that which distinguishes one from 
the other is the nature and character of the contract or rate schedule under 
which such services, respectively, are performed. In this instance one is a rate 
schedule available to all persons purchasing gas under South Georgia’s G-1 Rate 
Schedule, the other is a contract specifically and solely between South Georgia 
and the City and thus having no relationship to either Rate Schedule G-1 or 
Rate Schedule I-1. Consequently, despite the similarities between the manner 
and conditions of delivery, the two services are clearly different and service 
under the contract of September 8, 1958, is “a new service.” 

But it is believed that the Applicant misconstrues the court’s decision in the 
Panhandle case and has misplaced the emphasis therein intended. The important 
question as the court then indicated was not whether the service was a new 
one but rather the effect, if any, which it could have upon the service to South 
Georgia’s other customers. Thus, in order to justify the assumption of juris- 
diction by the Commission, it is necessary to look into the manner in which the 
transaction may affect the operations of South Georgia’s pipeline and its cus- 
tomers and consider what is necessary and desirable in order that the interests 
of the pipeline’s customers may be reasonably safeguarded. 
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It is universally agreed that this is not, nor was the original proceeding in 
Docket No. G—-1915, a rate proceeding. Clearly, we are not here concerned with 
the lawfulness and reasonableness of South Georgia’s rates, jurisdictional or 
non-jurisdictional, as such. Consequently, decisions of this Commission and 
of the court’s in rate proceedings have little, if any, analogy here. Nonetheless, 
throughout its administration of the Natural Gas Act, this Commission has 
consistently held that the rates proposed to be charged by an applicant in a 
pipeline certificate proceeding constitute an issue and the subject of relevant 
evidence for the purpose of determining whether the public convenience and 
necessity require the construction and operation of the facilities proposed. Cf. 
32nd Annual Report, pp. 110-111. 

Thus, the matter of South Georgia’s proposed rates, including the rates to 
be charged in connection with direct sales, was a matter of vital inryportance in 
the original proceeding in Docket No. G-1915. The record in the original pro- 
ceeding (as it is revealed in the Commission’s order dated May 4, 1953, 12 F.P.C. 
pp. 551-555) showed that on an annual basis about one-third of the total sales of 
natural gas which South Georgia proposed to make would have been sales for 
resale producing average revenues of 55.9 cents per Mcf for the first year. 
About another one-third would have been sold to five direct industrial consumers 
producing revenues averaging about 31.5 cents per Mcf. The record showed 
that South Georgia had separate contracts with the Cities of Thomasville, Geor- 
gia and Tallahassee, Florida for the purchase by those cities of industrial gas 
for use in their respective municipal electric generating plants and that the 
remainder would be sold to them at rates which would have produced revenues 
of 28.00 cents per Mcf. 

In that proceeding also South Georgia showed a cost of service based on a 
demand-commodity allocation of cost resulting in a loss of $100,069 on its sales 
for resale. Its direct sales, on the other hand, showed revenues in excess of a 
six percent return of $172,257, so that for the first year’s operations Applicant’s 
total overall revenues would exceed a six percent rate of return by $72,188. 
Based on that record, however, the Commission found that Applicant’s demand- 
commodity allocation produced unreasonable results; that an allocation produced 
unreasonable results when one-third of the gas sold at an average of 55.00 cents 
per Mcf appeared to be sold at a loss of $100,000 while the remaining two-thirds 
sold at substantially lower rates showed excessive revenues. Accordingly, in 
the original proceeding in Docket No. G—1915, the Commission denied the appli- 
cation for a certificate of public convenience and necessity. 

Amendment No. 2 to the original application subsequently filed by South 
Georgia wholly superseded the earlier proposals. Applicant still proposed, how- 
ever, to furnish city gate deliveries of natural gas to a number of gas distribution 
systems serving municipalities in Georgia and Florida, including the City of 
Thomasville, Georgia. 

In that proceeding the Applicant proposed the following rates: 

Small General Service (G—1)—47.4 cents per Mef. 

General Service (G-2)—a demand charge of $2.65 per Mef of billing demand 
per month and a commodity charge of 30 cents per Mcf. 

Interruptible Service (I-1)—32 cents per Mef and Interruptible Overrun (I-2). 

A certificate of public convenience and necessity was issued to South Georgia 
(by the initial decision of the Presiding Examiner of August 3, 1954, which deci- 
sion became final and effective on September 2, 1954) on the condition that South 
Georgia file a tariff prescribing rates no higher than those set out in Amend- 
ment No. 2 to the application referred to above. Pursuant to the order granting 
the certificate, South Georgia Natural Gas Company’s FPC Gas Tariff, Original 
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Volume No. 1 (issued on June 24, 1955) was filed on June 29, 1955, to become 
effective on August 1, 1955. 

An order of the Commission issued on October 21, 1957 (in Docket No. G—13550) 
reveals that on September 23, 1957, South Georgia tendered for filing certain 
revised tariff sheets. These revisions proposed to increase the G-1 rate to 54 
cents and the G-2 rate to $3.05 per Mcf of billing demand and 34 cents com- 
modity. The initial filing would have left the I-1 and I-2 rates at 32 cents 
per Mcf. Concerning the proposed changes the Commission, in the order of 
October 21, 1957, said: 

* * * since South Georgia’s jurisdictional customers received only 27.8 
percent of its annual sales, the company’s allocation of * * * 46.8 percent 
of the * increase, to jurisdictional customers raises substantial issues con- 
cerning the company’s allocation method * * *, 

By order issued May 21, 1958, the Commission permitted the increases pro- 
posed in the filing of September 23, 1957, (but including an increase to 36 cents 
in the I-1 and I-2 rates) to become effective as of April 16, 1958, but under bond 
and subject to refund. 

An order issued on May 27, 1959, shows that again on April 23, 1959, South 
Georgia tendered for filing revised tariff sheets in which it proposed to increase 
the G—1 rate to 61 cents per Mcf, the G-2 demand rate to $3.95 per Mcf of billing 
demand and the G-2 commodity rate to 35 cents per Mcf. The I-1 and the I-2 
rates were to remain at 36 cents per Mcf. A similar order issued on December 31, 
1959, disclosed that South Georgia, on December 1, 1959, tendered revised tariff 
sheets which would raise the G—1 rate to 63.75 cents per Mcf and the G-2 rates 
to $3.95 per Mcf of billing demand and 37.75 cents per Mcf of commodity demand. 
In that instance, the proposal was to increase the I-1 and I-2 rates to 37.75 
cents per Mcf. 

It appears from the foregoing that from the beginning this agency has looked 
with misgivings upon the methods and procedures by which the Applicant has 
undertaken to allocate costs between its jurisdictional and non-jurisdictional 
services. The Commission gave evidence of its dissatisfaction with the results 
initially by denying the original application. Without implying willfulness on 
the part of Applicant to evade the conditions thus implicit in the order granting 
the certificate in Docket No. G—1915, there has evolved what appears to be an 
imbalance between rates charged by the Applicant to the City of Thomasville 
for this boiler fuel and those which it has from time to time proposed to charge 
to others of its customers, which imbalance it seems to have been the purpose of 
the Commission to avoid. It would seem that this, if nothing else, would place 
upon Applicant herein a burden to prove that such an imbalance will not be 
contrary to the interests of the public and to those customers, the protection of 
the interests of which is the responsibility of this Commission. South Georgia 
has not only failed to discharge that burden but insists instead that the burden 
to prove otherwise is upon its opponents. Counsel for South Georgia took the 
position that evidence bearing upon the relationship between the cost of service 
and the price fixed in the contract of September 8, 1958, was not relevant to the 
issues in this proceeding. Applicant’s chief executive officer when asked whether 
South Georgia had made cost of service studies respecting interruptible sales of 
natural gas made by Applicant replied, over objection by Applicant’s counsel, 
that it had not. He later testified that no computation had been made for that 
purpose and he did not know “whether the sale is compensating to South Georgia 
Natural Gas Company.” The responsibility of this Commission to protect the 
public interest and provide for the public convenience and necessity of those 
served by South Georgia is the same today as it was in 1953. It is concluded that 
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the service which South Georgia is rendering to the City of Thomasville under 
the contract of September 8, 1958, is a service which for purposes of the determi- 
nation of the public interest and the present and future public convenience and 
necessity is subject to the jurisdiction of this Commission. 

We proceed then to a consideration of the second issue raised by the appli- 
cation. The only evidence in this record tending to disclose what public interest 
might be served, or whether the present or future public convenience and neces- 
sity would require the issuance of a certificate for the service here under con- 
sideration was presented through the City’s General Superintendent of the 
Utilities Department. That testimony discloses that in the expectation of the 
receipt of natural gas from South Georgia at a rate of 32 cents per Mcf, the 
City in early 1957 installed facilities which enables it to use gas as well as coal 
in the generation of electricity. The total cost of these facilities installed was 
about $47,000, and at the price expected the investment could have been retired 
in a “reasonable length of time.” 

However, the increase in price from 32 cents to 36 cents per Mcf arising from 
the filing of April 23, 1959 resulted in a loss to the City of about $1,000 a month. 
The witness testified that a comparison of fuel costs at the power plant disclosed 
that there is little monetary saving to the City from the use of gas under the 
September 8, 1958, contract. Using the average cost of coal in 1958 as the yard- 
stick, the saving would appear to be about $560.00 a year. 

“However,” the witness said, “it is my opinion that it is advantageous for the 
City to use gas even at a break-even figure because: 

(1) The location of the plant makes it imperative that the cleanest possible 
fuel be used ; 

(2) The City has large investments in gas burning equipment and can best 
keep it in operating condition by using it; 

(3) The City is in a better bargaining position by having dual fuels available; 

(4) In case of strikes by the railroad or in the coal industry, the public would 
not be inconvenienced by possible fuel shortages ; 

(5) Operating personnel at the plant can handle the gas more easily than 
coal.” 

It appears from this testimony that the City does not appraise the advantages 
other than monetary saving as having value if the price of gas exceeds the 
“break even figure.” Thus, the City is primarily, if not solely, concerned with 
the margin between the cost of gas at the price agreed upon in the September 8, 
1958, contract and the current cost of the alternate fuel, coal. This margin is, 
of course, an artificial one which can be increased or decreased by raising or 
lowering the rate in the contract for gas. It affords, therefore, no basis upon 
which a finding can be made that the public interest, or the present or future 
public convenience and necessity, require the granting of the authorization 
sought. The burden to prove those elements rests upon the Applicant and the 
Applicant has failed to discharge that responsibility. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record made in this proceeding, the evidence 
adduced, and the briefs filed, the Presiding Examiner finds and concludes, in 
addition to the findings and conclusions herein before stated, that: 

(1) The service of natural gas by South Georgia Natural Gas Company, the 
Applicant herein, to the City of Thomasville, Georgia for use in its electric 
plant boilers, pursuant to a contract entered into between them on September 
8, 1958, is a new service not prior to that date rendered by the Applicant herein. 
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(2) The service described in Finding No. 1 above is a service subject to the 
jurisdiction of the Federal Power Commission within the contemplation of 
Section 7(c) of the Natural Gas Act. 

(3) The Applicant has not adduced herein convincing evidence that the serv- 
ice described in Finding No. 1 above is or will be required by the present or 
future public convenience and necessity within the purview of Section 7(e) of 
the Natural Gas Act. 
ORDER 





Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) The request contained in the application filed herein for a certificate 
of public convenience and necessity under Section 7(c) of the Natural Gas 
Act to authorize the service described in Finding No. 1 above be, and the same 
is hereby, denied. 

Epwarp B, MARSH, 
Presiding Examiner. 







Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 











EL PASO NATURAL GAS COMPANY, DOCKET NO. G—12135 





ORDER FURTHER AMENDING ORDER ISSUING CERTIFICATES OF 


AND NECESSITY 


PUBLIC CONVENIENCE 





(Issued June 14, 1960) 


On April 26, 1960, El Paso Natural Gas Company (Petitioner) filed a peti- 
tion requesting that the Commission’s order accompanying Opinion No. 316, 
issued October 31, 1958, 20 FPC 575, be amended so as to authorize petitioner 
to continue the delivery on an interruptible basis of up to 69,000 Mcf of gas 
per day to Pioneer Natural Gas Company (Pioneer) for the account of Northern 
Natural Gas Company (Northern) for a period extending until October 1, 1961, 
or for such shorter period as the Commission may deem appropriate, all as more 
fully set forth in the petition. 

The Commission’s order issued October 31, 1958, in Docket Nos. G—2306, et al., 
accompanying Opinion No. 316, issued a certificate of public convenience 
and necessity to Petitioner in Docket No. G—12135 and affirmed the ex- 
aminer’s decision issued April 9, 1958, in Docket No. G—12135, authorizing, 
inter alia, the delivery by Petitioner, for Northern’s account, of up to 69,000 
Mcf per day to Pioneer on an interruptible basis for a period ending October 
1, 1958. The Commission by order issued November 20, 1958, amended the 
order accompanying Opinion No. 316 so as to permit the aforementioned deliv- 
ery to Pioneer to be made for an extended period ending October 1, 1959. 

The interruptible gas delivered by Petitioner to Pioneer is used primarily 
for irrigation purposes in West Texas. Pioneer experiences its peak demands 
for irrigation uses during the summer months so that no adverse effect should 
be experienced by Northern’s customers whose peak demands occur during the 
winter months. 


























The Commission finds: 





It is necessary and appropriate to carry out the provisions of the Natural Gas 
Act that the Commission’s order issued October 31, 1958, accompanying Opinion 
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No. 316, be further amended to authorize the delivery by Petitioner, for North- 


ern’s account, of up to 69,000 Mef per day for an additional period ending 
October 1, 1961. 


The Commission orders: 


(A) Ordering paragraphs (E) and (N) of the Commission’s order issued 
October 31, 1958, accompanying Opinion No. 316, as amended November 20, 
1958, be and they are hereby further amended so as to authorize Petitioner to 
deliver, for Northern’s account, up to 69,000 Mcf of gas per day to Pioneer, on 
an interruptible basis only, for a further period ending October 1, 1961. 

(B) All other provisions of the Commission’s order accompanying Opinion 
No. 316 shall remain unchanged. 


Before Commissioners: Jerome K. Kuykendall, Chairman: Frederick Stueck, 
William R. Connole and Arthur Kline. 


EQUITABLE GAS COMPANY, DOCKET NO. CP604 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 14, 1960) 


Equitable Gas Company (Applicant), a Pennsylvania corporation, with its 
principal place of business in Pittsburgh, Pennsylvania, on January 11, 1960, 
filed an application, as supplemented on February 11 and February 15, 1960, 
pursuant to Section 7 of the Natural Gas Act, for a certificate of public con- 
venience and necessity authorizing it to construct and operate the facilities 


hereinafter described, all as more fully set forth in the application as supple- 
mented. 


Applicant proposes to construct and operate the following facilities during the 
years indicated: 

1960. Approximately 17 miles of 16-inch transmission loop pipeline extending 
from the northern terminus of the 16-inch transmission loop authorized in Docket 
No. G-—17871 (near Fairmont, West Virginia) to a point of connection with the 
existing system near Blacksville, Monongalia County, West Virginia. 

3.8 miles of 20-inch transmission loop line extending in a northerly direction 
from Applicant’s Pratt Compressor Station to its existing transmission line 
H-106, all in Greene County, Pennsylvania. 

1961. 14.7 miles of 16-inch transmission line extending the 16-inch loop to 
be constructed in 1960 from Blacksville to Pratt Compression Station. 

5.7 miles of 20-inch transmission loop line extending in a northerly direction 
from the terminus at H-106 of the 20-inch line to be constructed in 1960 to a 
point near Blaine Farm, Greene County, Pennsylvania. 

1962. 17.25 miles of 20-inch transmission loop line extending in a northerly 
direction from the northern terminus near Blaine Farm, of the 20-inch trans- 
mission line to be constructed in 1961 to Applicant’s existing distribution system 
near Pittsburgh. 

The evidence shows that Applicant continues to experience growth in its 
natural gas load, particularly in its space-heating requirements. To meet this 
growing demand, Applicant has, among other things, continued to develop under- 
ground gas storage facilities, the latest being the Rhodes Storage Pool, Lewis 
County, West Virginia, which is being developed according to plan since its 
certification by the Commission on October 31, 1957, in Docket No. G—12304. 
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The proposed facilities are estimated to increase Applicant’s over-all system 
capacity to deliver gas into its main (Pittsburgh) distribution system as follows: 


6,000 Mcf per day in 1960 over present capacity. 
28,000 Mcf per day in 1961 over present capacity. 
76,000 Mcf per day in 1962 over present capacity. 


It appears that the total estimated cost of the entire project, which is 
$5,384,070, will be met from the general funds available to Applicant. As of 
November 30, 1959, Applicant’s cash available, net income and earned surplus, 
are shown to be $3,110,253, $5,453,834, and $6,192,896, respectively. 

There is no question concerning Applicant’s available gas supply. 

Applicant was granted temporary authorization to construct and operate the 
proposed 1960 facilities on February 26, 1960. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
June 6, 1960, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Equitable Gas Company, a Pennsylvania corporation, having 
its principal place of business in Pittsburgh, Pennsylvania, is a “natural-gas 
company” within the meaning of the Natural Gas Act as heretofore found by 
the Commission in Docket No. G—-275 (4 FPC, 588). 

(2) The facilities hereinbefore described; as more fully described in the 
application in this proceeding, are proposed to be used in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, as integral parts of Applicant’s existing pipeline system, and the con- 
struction and operation thereof by Applicant are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (ec) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the issuance of the certificate hereinafter issued to Applicant 
and to the exercise of the rights granted thereunder, and that the facilities 
authorized by this order should be completed and placed in actual operation 
on or before December 31 of the respective year of proposed construction. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Equitable Gas Company to construct and operate the 
natural gas faclities hereinbefore described, all as more fully described in the 
application and exhibits, as supplemented, in this proceeding, upon the terms 
and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 












FEDERAL POWER COMMISSION 809 


Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) above, and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation on or before December 31 of the respective year of proposed 
construction. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. RP60-13 
ORDER TO SHOW CAUSE 
(Issued June 14, 1960) 


Northern Natural Gas Company (Northern) a Delaware corporation with 
its principal place of business at Omaha, Nebraska, is a “natural-gas company” 
within the meaning of Section 2(6) of the Natural Gas Act (Act) and as such 
is subject to the provisions thereof, and the Rules and Regulations of this 
Commission promulgated thereunder, Northern Natural Gas Co., Docket No. 
G-280, 3 FPC 967. 

On November 3, 1939, this Commission issued an order pursuant to authority 
granted by the Act, particularly Sections 8(a), 10(a) and 16 thereof, prescrib- 
ing a uniform System of Accounts for Natural Gas Companies under the Act. 
One of the accounts maintained under said system is Account 507, Taxes. Ac- 
count 507 A provides: 


This account shall include the amount of Federal, State, county, municipal, 
and other taxes, which are properly chargeable to gas operations. 


Northern is required by Section 260.1 of our Regulations, to file an annual 
report (Form No. 2) setting forth, inter alia, the taxes it was charged during 
the year and which it has included in Account 507. The annual reports filed 
by Northern for the years 1957 and 1958 show that Northern included in 
Account 507 amounts of $11,515,707 and $9,708,000 purportedly reported as 
Federal Income Taxes paid during those two years. 

Investigation by the staff of this Commission of Northern’s books and records 
reveals that Northern filed, for 1957 and 1958 consolidated Federal Income Tax 
returns for itself and its subsidiaries: Northern Natural Gas Producing Com- 
pany (Producing Company), Northern Plains Natural Gas Company and Per- 
mian Basin Pipeline Company. Said investigation also revealed that Produc- 
ing Company had substantial tax losses for both the years 1957 and 1958, and asa 
result thereof there were reductions in the consolidated tax payable for those 
years in the amounts of $1,020,000 and $1,842,400, respectively. Northern paid 
Producing Company for said reductions in the consolidated taxes caused by 
Producing Company’s tax losses, and charged said payments to Account 507. 

The aforesaid charges by Northern to Account 507 are contrary to the pro- 
visions of the Uniform System of Accounts in that Account 507 should include 
only actual taxes, and not the assignment of negative or credit amounts for 
income taxes to departments or, in the case of a consolidated return, to a 
subsidiary. 

Northern was advised, in accordance with Section 158.1 of our Regulations, 
of its failure to keep its accounts as required by the Commission. Subsequent 
correspondence and conferences between Northern’s representatives and this 
Commission’s staff have failed to show any justification for Northern’s depar- 
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ture from the provisions and requirements of the Uniform System of Accounts. 
Additionally, Northern has not agreed to the disposition of the matter under 
the shortened procedure provided for by Section 158.3 of the Regulations. 

In view of the foregoing, it is necessary and appropriate for the purposes 
of administering the Natural Gas Act that Northern show cause, if any there 
be, for its past and continuing departure from the provisions and requirements 
of the Commission’s Uniform System of Accounts; all in the manner herein- 
after provided. 


The Commission orders: 


Northern Natural Gas Company shall show cause, if any there be, under 
oath and in writing, within thirty days from the issuance of this order, why 
the Commission should not find and determine: 

(A) That Northern is accounting for and reporting financial data relative 
to taxes paid by it otherwise than by the use of the Commission’s prescribed 
Account 507, and the provisions and requirements therefor, all as set forth 
above; and therefore, that as a result it has violated and is continuing to 
violate the accounting and reporting requirements prescribed by the Com- 
mission through its Uniform System of Accounts; 

(B) That this action by Northern constitutes a willful and knowing viola- 
tion of the Natural Gas Act; 

(C) That Northern be required to make, keep, preserve and report its ac- 
counts in the manner prescribed by this Commission in its Uniform System of 
Accounts Prescribed for Natural Gas Companies subject to the provisions of 
the Act; and 

(D) That Northern be ordered to file such substitute pages of its Annual 
Reports (FPC Form No. 2) for the years 1957 and 1958, to make the account- 
ing and reporting of Federal Income Taxes paid during such years consistent 
and in compliance with the reporting requirements therefor as prescribed 
by the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PIONEER GATHERING SYSTEM, INC., DOCKET NO. G-17192; PERMIAN 
BASIN PIPLINE COMPANY, DOCKET NO. G-18320 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued June 14, 1960) * 


The above Applicants have filed applications pursuant to Section 7 of the 
Natural Gas Act, for certificates of public convenience and necessity authoriz- 
ing the sale of natural gas or the construction and operation of facilities for 
receiving and transporting natural gas in interstate commerce as hereinafter 
described subject to the jurisdiction of the Commission all as more fully repre- 
sented in the respective applications which are on file with the Commission. 

Pioneer Gathering System, Inc., (Pioneer) by its application filed in Docket 
No. G-17192 seeks authority to construct and operate approximately 7.6 miles of 
34-inch O.D. lateral supply pipeline to extend from a point of connection with 
an existing 16-inch transmission pipeline of Permian Basin Pipeline Company 
(Permian) in Irion County, Texas, southeasterly to a meter station to be in- 


*Omitted portions of this order relate to the issuance of independent producer certif- 
icates. 
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stalled by Pioneer at the outlet of plant facilities located adjacent to the 
Mertzon Field in Irion County, in order to purchase and receive natural gas from 
The Atlantic Refining Company (Atlantic), Union Oil Company of California 
(Union), Billy J. Stout (Stout), and Mertzon Corporation (Mertzon) for resale 
to Permian. 

The estimated total initial cost of Pioneer’s facilities is $71,300 which cost will 
be financed in the amount of $60,000 with short-term borrowing from its parent 
company, Pioneer Natural Gas Company, and the balance from cash on hand 
aud from operatious. 

Permian in Docket No. G-—18320 seeks authorization to construct and operate 
two meter stations on its existing certificated 16-inch pipeline in Irion County, 
Texas in order to receive natural gas from Pioneer, as more fully described in 
the application. 


. * = * = > * 


Each Applicant has received temporary authority in their respective docket. 

Pursuant to due notice a public hearing was held in Washington, D.C., on 
June 2, 1960, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
pursuant to Section 1.30(c) (1) of its Rules of Practice and Procedure. 


The Commission finds: 


(1) Each Applicant herein is or will be a “natural-gas company” within the 
meaning of the Natural Gas Act upon commencement of the services and opera- 
tions hereinafter authorized. 

(2) The facilities to be constructed and operated by Pioneer and Permian 
will be used for the transportation of natural gas in interstate commerce and 
the construction and operation thereof are subject to the requirements of sub- 
sections (c) and (e) of the Natural Gas Act. 

(3) The proposed construction and operation of facilities by Pioneer and 
Permian as herein described, and as more fully described in the respective appli- 
cations in Docket Nos. G—17192 and G—18320 are required by the public conven- 
ience and necessity and certificates therefor should be issued as hereinafter 
ordered. 


oe * * +. * . * 


(6) Each Applicant herein is able and willing properly to do the acts and 
to perform the service proposed, and to conform to the provisions of the Natural 
Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), c(3), c(4), and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificates hereinafter issued to Applicants in Docket 
Nos. G—17192 and G-18320 and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order shall be completed and in actual operation should be fixed at six months 
from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30(c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30(c) (1) of said 
Rules. 
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The Commission orders: 


(A) Certificates of public convenience and necessity are hereby issued au- 
thorizing Pioneer and Permian to construct and operate the facilities described, 
all as more fully described in the applications in Docket Nos. G-17192 and 
G-18320 in this proceeding. 

e 6 2 * . Ye * 

(C) The certificates issued herein are not transferable and shall be effective 
only so long as the respective Applicants continue the acts or operations 
hereby authorized, in accordance with the provisions of the Natural Gas Act and 
the applicable rules, regulations and orders of the Commission. 

(D) The general terms and conditions set forth in paragraphs (b), c(3), c(4) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act shall attach to the issuance of the certificates granted in paragraph 
(A) hereof and to the exercise of the rights granted thereunder. 

(E) The time within which the facilities hereby authorized in Docket Nos. 
G-17192 and G—18320, shall be constructed and placed in actual operation as 
provided by paragraph (b) of said Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act is hereby fixed at 6 months from the date on which 
this order issues. 

x 


” & 





* 








x * 


























Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


KENTUCKY WEST VIRGINIA GAS COMPANY, DOCKET NO. CP60-68 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 17, 1960) 


On March 25, 1960, Kentucky West Virginia Gas Company (Applicant) filed 
in Docket No. CP60-68 an application pursuant to Section 7(c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction and operation of a 1,000 horsepower booster compressor station and 
associated facilities on its field supply system near Myra, Pike County, Kentucky, 
all as more fully set forth in the application. 

The proposed compressor facilities would be used to compress natural gas 
presently produced in the Shelby Creek Field, Kentucky, and discharge same into 
Applicant's existing 12-inch interstate transmission pipeline, which will result in 
reducing the abandonment pressure in some 248 producing wells from 60 psig to 
20 psig, thus increasing the recoverable gas reserves involved by some 5,000,000 
Mcf and increasing daily production to meet present obligations to existing 
customers by some 3,000 Mcf. Applicant plans also to utilize the subject facilities 
in connection with future development of gas properties in adjacent Letcher 
County, Kentucky. 

The cost of the proposed facilities is estimated at $410,000, to be financed from 
general funds available to Applicant. There is no question of gas supply involved. 

Temporary authority to construct and operate the facilities proposed herein 
was granted to Applicant on May 19, 1960. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
June 7, 1960, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
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decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Kentucky West Virgina Gas Company, a West Virginia corpora- 
tion having its principal place of business in Ashland, Kentucky, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of January 4, 1944, in Docket No. G-272 (4 FCP 476). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation in this proceeding, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c)(3), (c)(4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to the exercise 
of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Kentucky West Virginia Gas Company to construct and oper- 
ate the facilities hereinbefore described, all as more fully described in the appli- 
cation in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the certificate granted in paragraph (A) above 
and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities shall be completed and placed in 
regular operation as provided by paragraph (b) of Section 157.20 of the Com- 


mission’s Regulations under the Natural Gas Act, is hereby fixed at eight months 
from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PAPALOTE CORPORATION, DOCKET NO. G-16706 
ORDER ACCEPTING OFFER OF SETTLEMENT AND TERMINATING PROCEEDING 
(Issued June 17, 1960) 


On October 13, 1958, Papalote Corporation (Papalote) tendered for filing Sup- 
plement No. 8 to its FPC Gas Rate Schedule No. 1 proposing to increase its rates 
from 11.02818¢ to 15.3333¢ per Mcf for the jurisdictional sale of gas to Tennessee 
Gas Transmission Company (Tennessee) from Blanco Crook Field, Refugio 
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County, Texas. By order issued November 6, 1958, the Commission suspended 
the proposed increased rate until June 1, 1959, and until such further time as it 
is made effective in the manner prescribed by the Natural Gas Act. 

On October 19, 1959 Papalote filed a motion requesting that its rate in the 
subject proceeding be permitted to go into effect. By order issued on November 
20, 1959, said increased rate was allowed to go into effect, subject to the filing of 
a corporate surety bond to assure refund of excess charges. Papalote has not 
filed the requisite bond and accordingly, the proposed increased rate suspended on 
November 6, 1958 has not become effective. 

On April 11, 1960, Papalote filed an Offer of Settlement pursuant to Section 
1.18(e) of the Commission’s Rules of Practice and Procedure. 

In its Offer of Settlement, Papalote proposes that, in consideration for termi- 
nating the suspension proceeding in this docket and allowing a rate of 14.6¢ per 
Mcf to become effective without suspension, it will agree to eliminate from its 
contract with Tennessee the favored-nation and price redetermination clauses 
und substitute a revised schedule of 1.0¢ per Mcf periodic escalation increases 
on January 1, 1964 and January 1, 1969. In addition, Papalote states that upon 
acceptance by the Commission of its Offer of Settlement, it will submit a supple- 
ment to its rate schedule superseding the aforesaid Supplement No. 8 which 
will set forth a price of 14.6¢ per Mcf in lieu of the rate suspended in the afore- 
said Supplement No. 8. 

In support of its Offer of Settlement, Papalote states that the favored-nation 
and price-redetermination provisions of the contract were important elements 
of consideration required by the seller for the long-term commitment of its gas 
reserves. These provisions provided the seller with the means of protecting 
itself against inflation and were included in the contract after arm’s-length nego- 
tiations. Papalote further states that the proposed settlement rate of 14.6¢ per 
Mcef is below recently negotiated contract prices for gas produced in the same 
area. 

Tennessee has concurred in the Offer of Settlement and has agreed in the event 
the offer is accepted by the Commission to make the necessary contract changes 
or amendments provided for in the offer. None of Tennessee’s customers has 
petitioned to intervene in this proceeding or indicates to the Commission any 
opposition to the Offer of Settlement. 

In our judgment, settlement of this case in accordance with the Offer of Settle- 
ment is desirable in the public interest and appropriate to carry out the provi- 
sions of the Natural Gas Act. Papalote is proposing to eliminate the favored- 
nation and redetermination clauses in its contract with Tennessee, to waive all 
future rights and benefits thereunder, and to substitute a revised schedule of 
periodic 1.0¢ per Mcf escalations on January 1, 1964 and January 1, 1969. 

The proposed Offer of Settlement would be beneficial to the public and advan- 
tageous to all concerned by relieving the Commission, the producer and Tennes- 
see, as well as customer companies, of the time and expense which might be 
necessary to the conduct of a formal hearing in such a rate case as might other- 
wise arise under these clauses. The resulting stability and gas costs would be 
welcome to all segments of the natural gas industry. Furthermore, freeing the 
Commission from the need of considering such proposed increases would enable 
it to concentrate its efforts on other rate cases and other matters having possibly 
more serious consequences for the public and the consumer. 

However, it should be made clear that acceptance of this Offer of Settlement 
shall not be construed as approval of any future increased rates proposed by 
Papalote under the periodic escalation provisions or otherwise. 
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The Commission finds: 


The proposed settlement of this rate proceeding on the basis described herein, 
as more fully set forth in the Offer of Settlement filed by Papalote with the 
Commission on April 11, 1960, and in the Appendix* to this order is in the public 
interest and appropriate to carry out the provisions of the Natural Gas Act and 
should be approved by the Commission and made effective as hereinafter ordered. 


The Commission orders: 


(A) The Offer of Settlement filed by Papalote on April 11, 1960, is hereby 
approved in accordance with the provisions of this order. 

(B) In accordance with the Offer of Settlement and the Appendix attached 
hereto, Papalote shall, within thirty days of the date of this order, execute with 
Tennessee and file with the Commission an amendment to their Gas Purchase 
Contract, Papalote’s FPC Gas Rate Schedule No. 1. 

(C) Papalote shall within thirty days from the date of issuance of this order 
tender a proposed change in rate and charge under part 154 of the Commission’s 
Regulations, from 11.02818¢ per Mcf to 14.6¢ per Mcf, as provided in the Offer 
of Settlement, as a supplement to its FPC Gas Rate Schedule No. 1, superseding 
Supplement No. 8. 

(D) The proposed increased rate and charge to be tendered by Papalote in 
accordance with paragraph (C) above, is hereby permitted to become effective 
as of the date of issuance of this order and the proceeding in Docket No. G-16706 
is hereby terminated: Provided, however, That Papalote makes a satisfactory 
filing in accordance with paragraphs (B) and (C) above. 

(E) The acceptance of this offer is without prejudice to any findings or deter- 
minations that may be made in any proceedings now pending or hereinafter 
instituted by or against Papalote. 

Commissioner Connole dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SACRAMENTO MUNICIPAL UTILITY DISTRICT, PROJECT NO. 2101 


ORDER FURTHER AMENDING LICENSE (MAJOR) 


(Issued June 17, 1960) 


Application was filed April 4, 1960, and supplemented on April 28, 1960, by 
Sacramento Municipal Utility District, licensee for major Project No. 2101, for 
further amendment of its license for the project which is under construction on 
tributaries of the American River in El Dorado County, California, and affects 
lands of the United States within Eldorado National Forest. 

The amendment sought would relocate and enlarge the authorized Robbs Peak 
tunnel, delete from the license the authorized Sawmill dam and reservoir, and 
substitute for the latter: the Robbs Peak Diversion Dam and Reservoir upstream 
on the South Fork of Rubicon River which will divert water into the relocated 
Robbs Peak tunnel; the Gerle Diversion Dam and Reservoir; and the Gerle Canal 
connecting Gerle Reservoir and Robbs Peak Reservoir. 

Relocation of Robbs Peak tunnel would decrease its length by 4,800 feet and 
raise its intake from elevation 4,994 feet to elevation 5,224 feet, which is suff- 
cient to increase the head by over 200 feet on Robbs Creek power plant when it 


*Omitted in printing. 
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may be built as provided in the license for the project. The tunnel would also 
be enlarged from a 9-foot diameter horseshoe to a 13-foot diameter horseshoe, 
thus doubling its capacity from 500 cfs of water to 1,000 cfs of water. 

An Assistant Secretary of the Interior has reported on the application in the 
interests of the Department of the Interior. 

An Assistant Secretary of Agriculture, in reporting on the application, has 
advised that the proposed changes in the project will not interfere nor be incon- 
sistent with the purposes for which Eldorado National Forest was created or 
acquired, and has otherwise reported on the application in the interests of the 
Department of Agriculture. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which Eldorado National Forest was 
created or acquired, and the proposed modification of the project as hereinafter 
ordered is in the public interest. 

(2) Public notice of the filing of the application for amendment has been given. 
No protests were received. 

' (3) The following-described revised project exhibits, designated as “Upper 
American River Project”, conform to the Commission’s rules and regulations and 
; should be approved as part of the license for the project to the extent indicated, 
and superseded Exhibit L-2 (FPC No. 2101-8), now part of the license, should 
be eliminated from the license—all as hereinafter provided : 


Exhibit 





FPC No. 


Title 
2101 





kn ewcediacecbucsnetell “Gerle Diversion, General Arrangement, Plan,” insofar as it shows 
the general location of project structures; 





BN iiaicinsebtrestnteenintiiidelalal -110 | ‘“‘Robbs Peak Tunnel, General Arrangement, Plan and Profile;”’ 
DP itinicancnncesdeswcet —111 | “Robbs Peak Tunnel, Typical Sections;” 
Ett dcncnincessenknanians —117 | “Gerle Diversion-Gerle Dam, General Arrangement, Plan, Profile 
























and Sections,”’ insofar as it shows the general arrangement of project 
structures; 


cians ankinndaanel -118 | “Gerle Diversion-Gerle Canal, General Arrangement, Plan, and 
Sections,’”’ insofar as it shows the general arrangement of project 
structures: 

cbt nctineinntecntbine: -119 | “‘Gerle Di-evsion-Robbs Peak Dam, General Arrangement, Plan, 


Profile and Sections,” insofar as it shows the general arrangement 
of project structures. 


The Commission orders: 


(A) The revised exhibits described in finding (3) above as conforming to 
the Commission’s rules and regulations are approved as part of the license for 
the project to the extent indicated, and the exhibit described in the same finding 
as being superseded is eliminated from the license for the project. 

(B) The license for Project No. 2101, as amended, is further amended, 
effective as of June 1, 1960, as follows: 

PARAGRAPH I. Subparagraph 8 of paragraph (2)(b) of the license is 
amended to read: 

8. A concrete overflow dam, designated Robbs Peak Dam and located on the 
South Fork of Rubicon River about one mile above the confluence of Gerle 
Creek, approximately 40 feet high with crest length of 300 feet, creating a 
diversion reservoir with capacity of about 50 acre-feet at elevation 5,224; an 
earth-fill dam, designated Gerle Dam and located on Gerle Creek about 1.1 
miles above its confluence with South Fork of Rubicon River, approximately 
70 feet high with crest length of 450 feet with a side channel spillway creating 
a diversion reservoir with capacity of about 1,100 acre-feet at maximum water 
surface elevation 5,225; a canal, designated Gerle Canal, extending approxi- 
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mately 1.7 miles between Gerle and Robbs Peak reservoirs; and a 13-foot 
diameter horseshoe diversion tunnel, designated Robbs Peak Tunnel, approxi- 
mately 3.3 miles long to discharge into Tells Creek, a tributary of Union Valley 
Reservoir ; 

PARAGRAPH II. The license for the project, as amended, is further amended 
to include the following additional articles: 

Article 47. The Licensee shall notify the California Division of Beaches and 
Parks of proposed construction of Gerle and Robbs Peak dams and Gerle Canal 
in order that the Division may negotiate with the Licensee for the purpose of 
undertaking, prior to construction or flooding, an archeological investigation 
financed by the Licensee in an amount not to exceed $200.00. 

Article 48. The Licensee shall agree to modification of the contract dated 
March 19, 1957, between the Licensee and the United States relative to the 
operation of the project structures to reflect the operation of the new project 
structures comprising the relocated and enlarged Robbs Peak tunnel, the Robbs 
Peak Diversion Dam and Reservoir upstream on the South Fork of Rubicon 
River, the Gerle Diversion Dam and Reservoir, and the Gerle Canal. 

Article 49. The Commission specifically reserves the right to determine at a 
later date revised minimum releases for fish conservation and other purposes 
below the Gerle and Robbs Peak diversion dams. 

PARAGRAPH III. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect, and shall not in any 
way constitute a waiver of any other part, provision or condition of the license. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgement of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-—19983 


ORDER ADOPTING INTERIM ORDER PROCEDURE OMITTING INTERMEDIATE DECISION AND 
FIXING DATE FOR ORAL ARGUMENT 


(Issued June 17, 1960) 


The Presiding Examiner on May 27, 1960, reported to the Commission two 
motions entered orally upon the record by Staff counsel during the hearing 
on May 25, 1960. Those motions request (1) that the fair rate of return 
for Tennessee Gas Transmission Company (Tennessee) be determined on an 
interim order procedure; and (2) that the intermediate decision procedure 
be waived in accordance with Section 1.30 of the Commission’s Rules of 
Practice and Procedure and that the record on rate of return be certified to the 
Commission for direct decision on this issue. There was no objection to the 
latter motion. 

It is the contemplation of the first motion that Tennessee will be required 
to make immediate refund of excess revenues and to reduce its rates if it 
determined under the intermediatte order procedure that the fair rate of return 
for Tennessee is less than the 7 percent rate of return requested by it in 
this docket. It is further contemplated that for purposes of refund and re 
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duced rates, all other factors relating to rate base, cost of service, allocation, 
ete., will be used as presented by Tennessee on the record, without prejudice to 
the rights of any party to question any of those items in subsequent phases of 
this proceeding, if such item is determined to be in issue by the Presiding 
Examiner. 

The stated objective of Staff’s proposals is to alleviate as soon as possible 
some of the financial burden of increased rates being borne by Tennessee's 
wholesale customers. 

Several parties to the proceeding filed memoranda on the above motions. 
Generally stated, those memoranda do not object to the interim order pro- 
cedure determining a fair rate of return for Tennessee nor omission of the 
intermediate decision procedure. Some of the parties, however, do object to 
that part of the motion which requests that upon determination of the fair 
rate of return, Tennessee be directed to make immediate refunds and rate 
reductions. Those objections are based on the fact that there has been no 
decision on the issue of allocation of costs to zones on Tennessee’s system. The 
parties contend that absent a determination of that issue, an interim order 
prescribing refunds and reduction in rates would be both unlawful and in- 
equitable in that it might prevent Tennessee from recovering its entire cost 
of service, or deprive customers in certain zones of the amount of refund dollars 
they contend they would receive if the zone allocation methods they are 
sponsoring are determined to be proper for Tennessee. 

The issue of allocation of costs to zones has been fully heard in Docket No. 
G-—11980 and is now before the Presiding Examiner in that docket for decision. 
The parties hereto also contend that an interim order prescribing refunds and 
rate reduction will constitute prejudgment of that issue even though such interim 
order used the zone allocation method presented by Tennessee only arguendo and 
without prejudice to final determination of that issue. 

In view of the importance of the matters referred to above, and as requested 
by Tennessee, it would appear appropriate that opportunity to present oral 
argument be afforded to the parties, in addition to filing briefs on the issue of 
the proper rate of return for Tennessee, as hereinafter provided. 


The Commission finds: 


(1) Itis appropriate in carrying out the provisions of the Natural Gas Act that 
the proper rate of return for Tennessee be determined under an interim order 
procedure. 

(2) The Staff’s motion for waiver of the intermediate decision on the rate of 
return issue should be granted, and the parties should be allowed to file briefs 
and present oral argument, as hereinafter provided. 


The Commission orders: 


(A) The intermediate decision procedure hereby is omitted for purposes of 
determination of the proper rate of return for Tennessee. 

(B) The Presiding Examiner is directed to certify to us the evidence of 
record on the issue of rate of return for determination of that issue under interim 
order procedure. 

(C) Main briefs on the issue of the proper rate of return for Tennessee shall 
be filed and served by all parties who desire to do so, on or before July 15, 1960. 

(D) Oral argument before the Commission shall be held on July 21, 1960 at 
10:00 a.m. in a Hearing Room of the Federal Power Commission, 441 G Street, 
N.W., Washington, D.C. (1) in lieu of reply briefs on the issue of the proper 
rate of return for Tennessee; and (2) on the questions whether as a result of 
determination of the proper rate of return, immediate refunds and rate reduc- 
tions, if any, should be ordered, and if so, on what basis. 
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(E) All parties to this proceeding who desire to participate in the oral argu- 
ment herein provided, shall notify the Secretary on or before July 11, 1960, of 
their intent to do so, indicating which items referred to in paragraph (D) above, 
they propose to argue and the amount of time they desire for such argument. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TEXACO INC., DOCKET NO G-15153 
ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 17, 1960) 


Texaco Inc., Houston, Texas, on January 6, 1960, filed an application for an 
amended certificate of public convenience and necessity authorizing it to sell 
to El Paso Natural Gas Company natural gas to be produced by Texaco from its 
lease in the Ratherford field, San Juan County, Utah, pursuant to a supple- 
mental gas purchase agreement dated December 22, 1959, between Texaco and 
El Paso. Texaco requests also that the amended certificate be limited to the 
term of the contract. 

3y order issued February 23, 1960, with Opinion No. 335, 23 FPC 369, the 
Commission issued to El Paso Natural Gas Company a certificate of public con- 
venience and necessity authorizing the construction and operation of facilities, 
as described in El Paso’s application in Docket No. G—13862, for the trans- 
portation of natural gas to be produced in the Aneth field area, San Juan County, 
Utah, and to be purchased from several producers, including Texaco. Texaco, 
in Docket No. G—15153, was granted a certificate of public convenience and 
necessity to sell such gas to El Paso under a gas sales contract dated April 
15, 1958 (Texaco Inc. FPC Gas Rate Schedule No. 183). 

By its application of January 6, 1960, Texaco desires to include within the 
scope of the certificate issued to it by the Commission’s order of February 23, 
1960, the gas to be produced from its lease in the Ratherford field and covered 
by its contract amendment dated December 22, 1959, adding such additional 
property to its basic sales contract with El Paso. Said property is described 
in Exhibit A attached to Texaco’s application herein and in Supplement No. 4 
to Texaco’s FPC Gas Rate Schedule No. 183, which was filed contemporaneously 
with its application. By air mail letter dated January 19, 1960, Texaco’s tem- 
porary authority, issued November 18, 1958, in its original application in Docket 
No. G—15153, was amended to include the additional acreage covered by the 
amendatory agreement dated December 22, 1959, with El Paso. 

Concurrently with the certificate application herein, Texaco filed the agree- 
ment of December 22, 1959, as a supplement to its rate schedule to cover the 
proposed service. The agreement was accepted for filing as Supplement No. 4 
to Texaco Inc. FPC Gas Rate Schedule No. 183 pursuant to Section 157.28 of 
the Commission’s regulations. 

Paragraphs (D) and (E) of the Commission’s order issued February 23, 1960, 
with Opinion No. 335, read as follows: 

(D) There shall attach to the certificates issued under paragraph (C) 
and to each of them, and to the exercise of the rights thereunder, the con- 
dition that the recipients of said certificates file with the Commission within 

70 days of the date of issuance of this order rate schedules or supplements 
thereto providing for a rate of 17.7 cents per Mcf for the natural gas sold 
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to El Paso, the subject matter of these proceeding, in lieu of the initial price 
contained in the respective producer contracts with El Paso. 

(E) In accordance with the conditions attached to the temporary authori- 
zations granted by the Commission, all the producers referred to in para- 
graph (C) above, with the exception of Western Natural Gas Company and 
Sun Oil Company which did not receive temporary authorizations, shall 
refund to El Paso, within 90 days of the date of issuance of this order, any 
amounts collected from El Paso in excess of the amounts which would have 
been collected under the rate at which the producers’ sales are certificated 
in this order, with six percent per annum interest computed from the date 
of the collection of said amounts to the date of refund, and shall report to 
the Commission in writing the details of the said refunds within 15 days 
after making them. 

Texaco filed in the United States Court of Appeals for the Fifth Circuit (Case 
No. 18,349) a petition for review and to set aside the Commission’s order of 
February 23, 1960, and a motion for stay of ordering paragraphs (D) and (E) of 
Opinion No. 335. Said petition and motion are now pending before the court. 





The Commission finds: 
It is appropriate in carrying out the provisons of the Natural Gas Act and 
in the public interest that the certificate of public convenience and necessity 

} issued February 23, 1960, to Texaco Inc. in Docket No. G—-15153 be amended as 
q hereinafter ordered. 


The Commission orders: 





(A) The certificate of public convenience and necessity issued February 23, 
1960, to Texaco Inc. in Docket No. G—15153 is hereby amended to include within 
its scope the gas produced by Texaco from Texaco’s lease in the Ratherford field, 
San Juan County, Utah, as described in Texaco’s application filed with the 
Commission January 6, 1960, for an amended certificate. 

(B) Texaco’s request that the amended certificate be limited to the term of 
its contract with El Paso covering the sale of said gas is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 





















UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—11200 


FINDINGS AND ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued June 17, 1960) 


United Gas Pipe Line Company (Movant), a Delaware corporation, having 
its principal place of business in Shreveport, Louisiana, filed on December 21, 
1959, a motion to amend the order of this Commission of February 21, 1957, 
issuing a certificate of public convenience and necessity authorizing Movant to 
construct and operate certain natural gas facilities for the transportation of 
natural gas for delivery to Mississippi Power Company (Mississippi) in volumes 
not to exceed 22,000 Mcf per day. On February 23, 190, a supplement to said 
motion was filed. By order issued February 20, 1959, Movant was authorized 
to increase said deliveries to 44,000 Mcf per day. By this motion, Movant 
requests herein that said order be further amended to authorize a _ total 
maximum daily delivery to said Mississippi Power Company of 77,000 Mcf 
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per day, in accordance with an agreement between the parties dated December 
9, 1959. 

Movant states that there is sufficient capacity in the facilities authorized to 
render the proposed increased service. The additional annual deliveries will 
not have a significant impact upon Movant’s available gas reserves nor 
adversely affect Movant’s ability to serve its existing customers. 

Movant shows that Mississippi plans to enlarge its presently installed capacity 
of 75,000 Kilowatt and the additional unit of 75,000 Kilowatt capacity which 
was almost completed at the date of said contract, by the installation of an 
additional unit of 112,000 Kilowatt capacity. Movant shows that Mississippi 
will require increased quantities of gas for the operation of this third addi- 
tional unit which is expected to be in operation by April 1, 1962. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on 
June 8, 1960, respecting the matters involved in and the issues presented by 
the motion. No petition to intervene or protest to the granting of the motion 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c)(1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act and public convenience and necessity require that the Commission’s 
order issued herein on February 21, 1957, and amended on February 20, 1959, 
be further amended to authorize the delivery by United Gas Pipe Line Com- 
pany, Movant herein, to Mississippi Power Company of a total maximum 
volume of 77,000 Mcf of natural gas per day for direct industrial service to 
Mississippi’s steam electric generating station, known as Gulf Coast Steam Plant 
near Gulfport, Harrison County, Mississippi. 

The Commission orders: 

(A) Ordering paragraph (B) of the Commission’s order issued herein on 
February 21, 1957, and amended by order issued February 20, 1959, be and 
it is hereby further amended by substituting the figure 77,000 for the figure 
44,000 in next to the last line thereof of said amended order. 

(B) The additional 33,000 Mcf per day deliveries authorized herein shall 
commence upon completion of the installation of Mississippi’s third electric 
generating unit, as described herein. 

(C) All other provisions of the Commission’s said order shall remain 
unchanged. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


VIRGINIA ELECTRIC & POWER COMPANY, PROJECT NO. 2009 
ORDER APPROVING REVISED EXHIBIT L DRAWINGS 


(Issued June 20, 1960) 


On March 24, 1960, Virginia Electric & Power Company, licensee for major 
Project No. 2009, filed for Commission approval revised Exhibit L drawing 
showing the project structures as constructed. 

The Chief of Engineers, Department of the Army, has approved the plans 
insofar as the interests of navigation are concerned. 
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The Commmission finds: 


The following described revised Exhibit L drawings conform to the Com- 
mission’s rules and regulations and should be approved as part of the license 
for the project and superseded Exhibit L—sheet 1 (FPC No. 2009-8), sheet 2 
(FPC No. 2009-9), and sheet 83 (FPC No. 2009-17), now part of the license 
should be eliminated from the license—all as hereinafter provided: 

Exhibit L, sheet 1 (FPC No. 2009-22) entitled “Power (Revised) Station 
and Tailrace, Roanoke Rapids Hydroelectric Development”, and sheet 2 (FPC 
No. 2009-23) entitled “Sections, Roanoke Rapids Hydroelectric Development”. 


The Commmission orders: 


The revised Exhibit L drawings described in the above finding as conform- 
ing to the Commission’s rules and regulations are approved as part of the license 
for Project No. 2009, and the Exhibit L drawing described in the same finding 
as being superseded is eliminated from the license for the project. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 















ALASKA LUMBER & PULP CO., INC., 





PROJECT NO. 


2267 
ORDER ISSUING LICENSE (MAJOR) 
(Issued June 21, 1960) 


Application was filed July 15, 1959, and supplemented July 27, 1959, by 
Alaska Lumber & Pulp Co., Inc., of Seattle, Washington, (Applicant) for a 
license under Section 4(e) of the Federal Power Act (hereinafter referred to 
as the Act) for proposed major Project No. 2267 to be located on the Medvetcha 
River (Sawmill Creek) on Baranof Island, approximately five miles east of 
Sitka, in the State of Alaska, and affecting lands of the United States within 
the Tongass National Forest. The proposed project is to be constructed in con- 
junction with Project No. 2230, licensed to City of Sitka, Alaska. 

The Chief of Engineers, Department of the Army, in reporting on the applica- 
tion, stated that the proposed project will not affect the interests of navigation 
or flood control. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Tongass National Forest, in reporting on the application, 
informed the Commission that the proposed development will not be inconsistent 
with the purpose for which the Tongass National Forest was created. 

An Assistant Secretary of the Interior, in reporting on the application, stated 
that the granting of the application was not anticipated to have an adverse effect 
upon fish and wildlife resources or other interests of the Department. There- 
fore, the inclusion of special provisions in any license issued for the project is 
not deemed to be necessary. 

The Department of Fish and Game of the State of Alaska, in reporting on 
the application, stated that specific recommendations with respect to the pro- 
posed development were not necessary since no loss to fish or wildlife resources 
would appear to result therefrom. 


The Commission finds: 
(1) The project will occupy lands of the United States. 


(2) The project, which will be utilized principally to supply power in the 
operation of a pulp mill, consists of: 
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(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interests in such 
lands necessary or appropriate for the purpose of the project, whether such 
lands or interests therein are owned or held by the Applicant or by the United 
States; such project area and project boundary being more generally shown 
and described by certain exhibits which formed part of the application for 
license and which are designated and described as follows: 

Evhibit J: (FPC No. 2267-1) General Map 

Echibit K: (FPC No. 2267-2) Detail Map of Area 

(b) Principal structures consisting of: A 3-foot ‘diameter conduit about 240 
feet long extending from the penstock of City of Sitka’s Project No. 2230 to a 
generating unit located in the turbine room of Applicant’s pulp mill, comprising 
an 1100-horsepower Francis type turbine rated at 155-foot head coupled to a 
900-kw generator; and a transmission line 1500 feet long which connects the 
900-kw generator with the 15,000-kw steam generation facilities of the pulp mill; 
the location, nature and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits which 
also formed part of the application for license and which are designated and 
described as follows : 

Erhibit L: (FPC No. 2267-3) Filter Plant Turbine Room 

Evrhibit M: One sheet, entitled, “Description of Equipment” 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, in- 
cluding such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and to 
the extent that the inclusion of such property as part of the project is approved 
or acquiesced in by the Commission; also, all riparian or other rights, the use 
or possession of which is necessary or appropriate in the maintenance or opera- 
tion of the project. 

(3) The proposed 4.16-kv transmission line extending a distance of 1500 feet 
between Project No. 2267's generating equipment and Applicant’s steam-generat- 
ing facilities is a part of the project within the meaning of Section 3(11) of the 
Act, and should be included in the license for the project. 

(4) Applicant is a corporation organized under the laws of the State of 
Alaska and has submitted satisfactory evidence of compliance with the require- 
ments of all applicable State laws insofar as necessary to effect the purposes of 
a license for the project. 

(5) No conflicting application is before the Commission. Public notice has 
been given of the filing of the application for a license. No protests have been 
filed. 

(6) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes for which the Tongass National 
Forest was created or acquired. 

(7) The project, upon the conditions hereinafter imposed, is best adapted to 
a comprehensive plan for improving and developing the Medvetcha River in 
conjunction with Project No. 2230, for the improvement and utilization of water- 
power development, and for other beneficial public uses, including recreational 
purposes. 

(8) The issuance of a license for the project, as hereinafter provided, will not 
affect the development of any water resources for public purposes which should 
be undertaken by the United States. 

(9) The installed horespower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
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annual charge is 1200 horsepower, and the energy to be generated thereby will 
be utilized as an additional source of energy in Applicant’s manufacturing 
processes. 

(10) The amounts of annual charges to be paid under the license for the 
purposes of reimbursing the United States for the costs of administration of 
Part I of the Act, and for recompensing it for the use, occupancy and enjoyment 
of its lands, are reasonable as hereinafter fixed and specified. 

(11) It is desirable to reserve for Commission determination at a later date 
the amount of the annual charge to be paid under the license for the purpose 
of recompensing the United States for the use, occupancy, and enjoyment of such 
of its lands as are used for the transmission line described above. 

(12) Applicant should submit, within one year from the date of the comple 
tion of the project, an Exhibit K for the transmission line in accordance with 
the Commission’s rules and regulations. 

(13) The exhibits designated and described in finding (2) above conform to 
the Commission’s rules and regulations and should be approved as part of the 
license for the project as hereinafter provided. 


The Commission orders: 


(A) This license is issued to the Alaska Lumber & Pulp Co., Inc., of Seattle, 
Washington (hereinafter referred to as the Licensee) under Section 4(e) of 
the Federal Power Act, for a period of 50 years, effective as of April 1, 1960, 
for the construction, operation and maintenance of Project No. 2267, located 
on Blue Lake and Medvetcha River and affecting lands of the United States 
within the Tongass National Forest, subject to the terms and conditions of the 
Federal Power Act which is incorporated by reference as a part of this license 
and subject to such rules and regulations as the Commission has issued or 
prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-2, December 15, 1953, entitled ‘““‘Terms and Conditions of License for 
Unconstructed Major Project Affecting Lands of the United States”, (17 FPC 
62) which terms and conditions are attached hereto and made a part hereof; and 
subject to the following special conditions set forth herein as additional 
articles: 

Article 25. The Licensee shall within one year from the date of completion of 
the project, submit in accordance with the Commission’s rules and regulations, 
an Exhibit K for the transmission line. 

Article 26. The Licensee shall commence construction of the project within 
six months from the effective date of this license, shall thereafter with due 
diligence prosecute such construction, and shall complete the project and place it 
in operation within one year of the effective date of the license. 

Article 27. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the cost of admin- 
istration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (1200 horsepower), plus two and one-half (2%) cents per 
1,000 kilowatt-hours of gross energy generated during the calendar year for 
which the charge is made; 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy and enjoyment of its lands exclusive of those used for transmission-line 
purposes $5.00; and 

(iii) For the purpose of recompensing the United States for the use, occu- 
pancy and enjoyment of its lands for transmission-line purposes only, an 
amount to be hereafter determied. 
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(C) The exhibits designated and described in finding (2) above are approved 
as part of the license for the project. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PART 201—UNIFORM SYSTEM OF ACCOUNTS FOR NATURAL GAS 
COMPANIES, DOCKET NO. R-174 


ORDER NO. 219 
(Issued June 21, 1960)* 


This Commission has had under consideration in this proceeding the revision 
of its Uniform System of Accounts Prescribed for Class A and Class B Natural 
Gas Companies, Part 201, Chapter I, Title 18, Code of Federal Regulations 
(CFR). That System of Accounts, as revised, is prescribed hereinafter to be- 
come effective January 1, 1961. 

Part 201, §§ 201.01-1—201.906, corresponds to, and appears at pp. 3-159 of 
the Commission’s pamphlet publication of its Uniform System of Accounts Pre- 
scribed for Natural Gas Companies Subject to the Provisions of the Natural Gas 
Act, effective January 1, 1940, revised to January 1, 1954,’ as amended by Order 
No. 203 issued May 29, 1958 (23 F.R. 4164, June 12, 1958). The System of Ac- 
counts, as revised and prescribed hereinafter, follows the numbering system (ac- 
counts, instructions, definitions, etc.) used in the Commission’s pamphlet edition 
referred to above. 

Important developments in the natural gas industry since the adoption of the 
Uniform System of Accounts effective January 1, 1940, and the Commission’s 
experience over the intervening 20 years, indicated the need for a revision of the 
System of Accounts. Accordingly, this proceeding was commenced by Notice of 
Proposed Rulemaking served upon interested parties, including State and Federal 
regulatory agencies, and by publication in the FrepERAL REGISTER on May 30, 1959 
(24 F.R. 4891). Copies of a proposed revised System of Accounts were served 
and published as a part of that general notice, and an Amended Notice of Pro- 
posed Rulemaking was issued on June 23, 1959 (24 F.R. 5312, June 30, 1959). 

Generally speaking, the revisions of the Commission’s System of Accounts, as 
then proposed, are prescribed hereinafter as a part of the Commission’s System 
of Accounts to become effective January 1, 1961. Additional revisions and modi- 
fications of those previously proposed, are detailed hereinafter. 

Overall, the more significant changes and improvements to be found in the 
revised System of Accounts prescribed herein are as follows: 

(a) Redefinition of the size classification of natural gas companies to permit 
more simplified accounting requirements for smaller companies ; 

(b) Provisions of certain needed new accounts; i.e., inclusion in transmission 
function of plant and expense accounts for transmission communications facili- 
ties; addition to products extraction function of account for gas processed by 
others ; inclusion in other gas supply expenses of account for exchange gas; ad- 
dition to storage expenses of accounts for purification expenses, gas losses and 
exploration and development expense; inclusion of accounts for load dispatch- 
ing in the transmission and distribution functions; supplanting plant and ex- 


*Published in Federal Register, 25 F.R. 5616, et seq. 

1The Uniform System of Accounts effective January 1, 1940 was prescribed by Com- 
mission Order No. 69 dated November 3, 1939 (4 F.R. 4764, December 5, 1939); and 
was contained in the codification and reissuance of the Commission’s general rules pro- 
mulgated by Commission Order No. 141, December 11, 1947, effective January 1, 1948 (12 
F.R. 8461). 
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pense accounts for city gate and main line measuring stations by new provisions 
permitting alternative use of transmission or distribution functional classifica- 
tions in appropriate circumstances; relocation of inventory account for non- 
current gas in storage from detailed plant classifications to separate account in 
balance sheet plant section ; 

(c) Rearrangement of certain accounts, inclusion of items lists and im- 
provement of account texts; 

(d) Rearrangement of balance sheet and certain other accounts to make them 
more informative; 

(e) Reduction in number of expense account classifications, mainly but not 
entirely, by the discontinuance of segregations of numerous functional accounts 
as to labor and other expenses ; 

(f) Expansion of item lists of account texts and clearer description of such 
items according to their functional nature, to facilitate use and consistency of 
respective account classifications ; 

(g) Restatements of the accounting aspects of certain accounting interpre 
tations issued in the past; 

(h) Condensation of plant and expense classifications for manufactured gas 
operations ; 

(i) Rearrangement and improvement in accounts for inventories of natural 
gas in storage. 

None of these changes affect, adversely, the basic principles, generally, of the 
Commission’s existing System of Accounts. They remain undisturbed. 

In recommending the form of revised System of Accounts accompanying the 
Notice of Proposed Rulemaking in this proceeding, the staff of the Commission 
correlated its activities with the activities of the National Association of Rail- 
road and Utility Comnaissioners (NARUC) which has recently prepared a re- 
vised form of the NARUC’s Uniform System of Accounts for Class A and Class 
B Gas Utilities This was done to promote continued consistency and uniformity 
of approach to the common problems with which the two accounting systems 
are concerned; and to assure a minimum amount of deviation where the two 
accounting systems do differ. The staff's activities in this regard were under- 
taken mainly with the Committee on Statistics and Accounts of the NARUC. 

Subsequent to the general public notice of proposed rulemaking in this pro- 
ceeding on May 30, 1959* comments and suggestions were filed by the follow- 
ing respondents: 


State Public Service Commission (Missouri) 


RL: RN oi ciate nanedinnntiinmedummmnmiandln 19 
PURE: DOCU FO siciensetnnnttediinnadinpennmeemipiie 2 
NE TERI a acsiishisiei tines tena aie aceite creche gilt atesininds sis enlidiipiaiitst 2 


Total 23 


These comments, criticisms, and suggestions covered a wide spectrum. Some 
respondents objected to any general revision of the effective System of Accounts 
as unnecessary, expensive, and time-consuming. Also, issue was taken with some 
definitions of basic terms. Other respondents urged basic changes in the ac- 
counting requirements for income taxes and other matters contrary to settled 
Commission policy and decisions. Objections were made to the specificity of the 
records requirements for depreciation and certain other accounts. Some re- 














2 All parties were given to and including July 1, 1959, later extended to and including 
September 80, 1959 (24 F.R. 5312, June 30, 1959), to submit data, views, and comments 


in writing concerning the aforesaid proposed revision in the Commission's then effective 
Uniform System of Accounts. 
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spondents further suggested that this Commission completely abandon its cost 
accounting policies in favor of a fair value concept of depreciation. 

In reviewing all of the responses, the staff of this Commission again corre- 
lated its activities with those of the NARUC Committee on Statistics and Ac- 
counts at a conference held December 8, 9, and 10, 1959. Thereafter, the staff 
presented its recommendations in this matter to the Commission. The staff 
recommends Commission adoption of the revised System of Accounts as proposed 
in the Notice of Proposed Rulemaking initiating this proceeding as amended by 
the Amended Notice of Proposed Rulemaking issued June 23, 1959 (24 F.R. 
5312, June 30, 1959), with the following further revisions or modifications 
(page citations are to Volume 24 of the FEDERAL REGISTER, issue of May 30, 1959) : 

Page 4393: Definition 25, “Retirement Units’: Change word “utility” in the 
next to last line of text to “gas” 

Page 4393: General Instruction 3, Numbering System: Delete present para- 
graph C. Substitute the following revision: 

C. The numbers prefixed to account titles are to be considered as part of the 
titles. Each utility, however, may adopt for its own purposes a different system 
of account numbers (see also General Instruction 2D) provided that the num- 
bers herein prescribed shall appear in the descriptive headings of the leger 
accounts and in the various sources of original entry ; however, if a utility uses 
a different group of account numbers and it is not practicable to show the 
prescribed account numbers in the various sources of original entry, such refer- 
ence to the prescribed account numbers may be omitted from the various sources 
of original entry. Moreover, each utility using different account numbers for its 
own purposes shall keep readily available a list of such account numbers which 
it uses and a reconciliation of such account numbers with the account num- 
bers provided herein. It is intended that the utility’s records shall be so kept 
as to permit ready analysis by prescribed accounts (by direct reference to 
sources of original entry to the extent practicable) and to permit preparation 
of financial and operating statements directly from records at the end of each 
accounting period according to the prescribed accounts. 

Pages 4394-4395: Gas Plant Instruction 1. Classification of Gas Plant at 
Effective Date of System of Accounts: In paragraph C, third sentence, add word 
“if” after phrase “contributions in aid of construction”. Sentence will then 
read “* * * provisions for depreciation and amortization and contributions in 
aid of construction if recorded by the accounting utility * * *.” 

Page 4896: Gas Plant Instruction 5. Gas Plant Purchased or Sold: Delete 
present paragraph B(4). Substitute the following revision: 

(4) The amount of contributions in aid of construction applicable to the 
property acquired, shall be charged to account 102, Gas Plant Purchased or 
Sold, and concurrently credited to account 271, Contributions in Aid of Con- 
struction, unless otherwise authorized by the Commission. 

Page 4398: Gas Plant Instruction 9. Bquipment: Paragraph B, fourth line, 
change ($50 or less) to read “(for example, $50 or less)”. 

Page 4399: Gas Plant Instruction 11. Work Order and Property Record 
System Required: Change paragraph C to read: 

C. Each utility shall maintain records in which, for each plant account, the 
amounts of the annual additions and retirements, subsequent to the effective 
date of this system of accounts, are classified so as to show the number and 
cost of the various record units or retirement units. 

Page 4400: Operating Expense Instruction 3. Rents: Delete the Note follow- 
paragraph D. 

Page 4401: Balance Sheet Accounts: 

Change title of Account 151 to “Fuel Stock”. 
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Change title of Account 152 to “Fuel Stock Expenses Undistributed”. 
Change title of Account 163 to “Stores Expense Undistributed”. 

Change title of Account 173 to “Accrued Utility Revenues”. 

Change title of reference 11 to “Accumulated Deferred Income Tazes’’. 

Change title of Account 281 to “Accumulated Deferred Income Tares—Accel- 
erated Amortization”. 

Change title of Account 282 to “Accumulated Deferred Income Taxres—Lib- 
eralized Depreciation”. 

Change title of Account 283 to “Accumulated Deferred Income Taxves—Other’’. 

Page 4402: Account 108, Accumulated Provisions for Depreciation of Gas Plant 
in Service: Delete the following in paragraph A(1): “or account 915, Cost and 
Expenses of Merchandising, Jobbing, and Contract Work,”. 

Pages 4403-4404: Account 117, Gas Stored Underground-Noncurrent: At the 
end of the text material of Account 117 add the following note: “Nore: If with 
respect to any storage reservoir, the utility determines that a portion of the 
stored gas included in this account will not eventually be fully recovered, it may 
submit for consideration of the Commission, a plan to create a reserve to provide 
for such anticipated gas losses.” 

Page 4404: Account 124, Other Investments: Change reference sentence at end 
of paragrap B to read: “(see also account 210, Gain on Resale or Cancellation of 
Reacquired Capital Stock, and account 217, Reacquired Capital Stock)”. 

Page 4405: Account 142, Customer Accounts Receivable: Change paragraph B 
to read, “This account shall be maintained so as to permit ready segregation of 
the amounts due for merchandising, jobbing, and contract work.” 

Page 4406 : Account 151, Fuel: Change title of Account 151 to “Fuel Stock.” 

Page 4406: Account 152, Fuel Stock Expenses: Change title of Account 152 to 
“Fuel Stock Expenses Undistributed.” 

Page 4406: Account 154, Plant Materials and Operating Supplies: Change first 
sentence of paragraph A to read: “A. This account shall include the cost of 
materials purchased primarily for use in the utility business for construction, 
operation and maintenance purposes.” 

Page 4406: Account 154, Plant Materials and Operating Supplies: Change 
title reference in last line of note to “account 163, Stores Expense 
Undistributed”. 

Page 4406: Account 168, Stores Expense: Change title of Account 163 to 
“Stores Expense Undistributed”. Change reference to Account 152 in last line 
of paragraph B to “account 152, Fuel Stock Expenses Undistributed.” 

Page 4407: Account 181, Unamortized Debt Discount and Egpense: In para- 
graph BE, twelfth line, place a period after the word “redemption” and delete 
the following: “after reducing the aggregate of such amounts by an amount 
equal to the saving in income taxes from the refunded transactions, as to which 
a special charge of similar amount shall be entered in account 428, Amortization 
of Debt Discount and Expense.” 

Page 4409: Account 218, Discount on Capital Stock; Account 214, Capital 
Stock Expense: In paragraph B, line 10 of the above accounts, place a period 
after “account 210” and delete the following: “,and provided, further, that in 
no event shall debits in excess of accumulated credits from the retirement of 
stock be charged to account 210.” 

Page 4409: Account 217, Reacquired Capital Stock: In paragraph B, line 15, 
of the above account, place a period after “account 210” and delete the follow- 
ing: “, and provided, further, that in no event shall debits in excess of accumu- 
lated credits from the retirement of stock be charged to account 210.” 

Page 4411: Account 281, Accumulated Deferred Taxes on Income—Accelerated 
Amortization: Change title of Account 281 to “Accwmulated Deferred Income: 
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Taxes—Accelerated Amortization” and change first sentence of paragraph A to 
read: “A. This account shall be credited and account 410, Provision for Deferred 
Income Taxes, shall be * * *”, 

Change first sentence of paragraph B to read: “B. This account shall be 
debited and account 411, Income Taxes Deferred in Prior Years—Credit, shall 
be * * *” 

Change fourth and third lines from end of paragraph E to read: “* * * ac- 
count 411, Income Taxes Deferred in Prior Years—Credit * * *.” 

Page 4411: Account 282, Accumulated Deferred Taxes on Income—Liberalized 
Depreciation: Change title of Account 282 to “Accumulated Deferred Income 
Taxes—Liberalized Depreciation” and change first sentence of paragraph A to 
read: “A. This account shall be credited an account 410, Provision for Deferred 
Income Taxes, shall be * * *”. 

Change first sentence of paragraph B to read: “B. This account shall be 
debited and account 411, Income Taxes Deferred in Prior Years—Credit, shall 
be ** aad 

Change fourth and third lines from end of paragraph E to read: “* * * ac- 
count 411, Income Taxes Deferred in Prior Years—Credit * * *”. 

Pages 4411-4412: Account 283, Accumulated Deferred Tazres on Income— 
Other: Change title of Account 283 to “Accumulated Deferred Income Tares— 
Other.” 

Change fourth and fifth lines of paragraph A to read: “* * * and account 
410, Provision for Deferred Income Taxes * * *”. 

Change third and fourth lines of paragraph B to read: “* * * debited and 
account 441, Income Taxes Deferred in Prior Years—Credit”. 

Change fourth and third lines from end of paragraph D to read: “* * * In- 
come Taxes Deferred in Prior Years—Credit * * *”. 


Page 4419: Account 376, Mains: Change item 23 of Account 376 to read: 
“Valves not associated with pumping or regulating equipment.” 

Page 4421: Income Accounts: Change title of Account 410 to: “Provision for 
Deferred Income Tazes.” 


Change title of Account 411 to: “Income Tazes Deferred in Prior Years— 
Credit.” 


Page 4423: Account 410, Provision for Deferred Taxes on Income: Change title 
of Account to “Provision for Deferred Income Tazes.” 

Change reference to Account 411 in third to last line of text of account to 
read: “account 411, Income Taxes Deferred in Prior Years—Credit.” 

Page 4423: Account 411, Tares on Income Deferred in Prior Years—Credit: 
Change title of Account 411 to “Income Taxes Deferred in Prior Years—Credit.” 

Change reference to Account 410 in last line of text of account to read: “Pro- 
vision for Deferred Income Taxes.” 

Page 4424: Following the text of Account 426, Other Income Deductions add 
the following note: “Nore: The classification of expenses as nonoperating and 
their inclusion in this account is for accounting purposes. It does not preclude 
Commission consideration of proof to the contrary for ratemaking or other 
purposes.” 

Page 4424: Account 434, Miscellaneous Credits to Surplus: After the first full 
sentence of Account 434, add ‘the following sentence: “If an amount otherwise 
required by the Uniform System of Accounts to be credited to this account is 
not significant with respect to net income determination for the year, it may be 
credited to the appropriate nonoperating income account. (See also General 
Instruction 7, Delayed Items.)”’. 

Page 4424: Account 435, Miscellaneous Debits to Surplus: After the first full 
sentence of Account 435, add the following sentence: “If an amount otherwise 
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required by the Uniform System of Accounts to be charged to this account is 
not significant with respect to income determination for the year, it may be 
charged to the appropriate nonoperating income deduction account. (See also 
General Instruction 7, Delayed Items. )”’. 

Page 4425: Account 483, Sales for Resale: Add the following note after para- 
graph B: “Note: Revenues from gas supplied to other public utilities for use 
by them and not for distribution, shall be included in account 481, Commercial 
and Industrial Sales, unless supplied under the same contract as and not 
readily separable from revenues includible in this account’. 

Page 4427: Account 702, Boiler Fuel; Page 4429: Account 720, Producer Gas 
Fuel; Page 4429: Account 721, Water Gas Generator Fuel; Page 4429: Ac- 
count 725, Coal Carbonized in Coke Ovens; Page 4429: Account 726, Oil for 
Water Gas; Page 4429: Account 727, Oil for Oil Gas; Page 4429: Account 728, 
Liquefied Petroleum Gas; Page 4429: Account 729, Raw Materials for Other 
Gas Processes; Page 4431: Account 755, Field Compressor Station Fuel and 
Power; Page 4435: Account 819, Compressor Station Fuel and Power; Page 
4438: Account 855, Other Fuel and Power for Compressor Stations; Page 4439; 
Account 873, Compressor Station Fuel and Power: At the end of paragraph B 
of the above accounts, add the following sentence: “Respective amounts of fuel 
stock and fuel stock expenses shall be readily available.” 

Starting with the fourth line of the note, included in the text of the above 
accounts, change the reference to Account 151, Fuel, to “account 151, Fuel 
Stock” and the reference to account 152, Fuel Stock Expenses to “account 152, 
Fuel Stock Expenses Undistributed.” 

Page 4434: Account 800, Natural Gas Well Head Purchases ; Account 801, Nat- 
ural Gas Field Line Purchases: After paragraph B of the above accounts, add the 
following note: 

Note: If gas purchases are made under one contract covering both well 
head and field line purchases and such amounts are not readily separable, the 
utility may classify such purchases according to predominant source or accord- 
ing to a reasonable estimate. 

Page 4434: Account 807, Purchased Gas Expenses: In paragraph D of Ac- 
count 807, delete the sub-accounts as shown and substitute the following revi- 
sions: 





















807.1 Wells expenses—purchased gas. 

807.2 Operation of purchased gas measuring stations. 
807.3 Maintenance of purchased gas measuring stations. 
807.4 Purchased gas calculations expenses. 

807.5 Other purchased gas expenses. 


Page 4437: Account 854, Gas for Compressor Station Fuel: In the third line 
of paragraph B, delete the following phrase: “the average Btu content”. 

Page 4481: Account 755, Field Compressor Station Fuel and Power; Page 
4435: Account 819, Compressor Station Fuel and Power; Page 4438: Account 
855, Other Fuel and Power for Compressor Stations; Page 4439: Account 873 
Compressor Station Fuel and Power: In the fourth and fifth lines of para- 
graph B of the above accounts, delete the following phrase: “the average Btu 
content per fuel unit”. 

Page 4442: Account 913, Advertising Erpense: Change the last three lines 
of note B to read: “accounts 416 or 915, as appropriate, on the basis of space, 
time or other proportional factors.” 

Page 4443: Account 924, Property Insurance: In note B(1) change reference 
to Account 163 to: “account 163, Stores Expense Undistributed”. 

The Commission recognizes that some burden and expense will have to be 
borne by the accounting and reporting parties affected in connection with the 
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transition from the present to the revised System of Accounts. However, the 
Commission is of the opinion that the physical burden and monetary cost of 
the changeover is of minor importance when viewed in relation to the imme- 
diate and future benefits to be derived from the revised System of Accounts, 
as prescribed herein. 

For the convenience of all parties concerned, attached Appendix A set forth 
below correlates the account titles of the Commission’s Uniform System of Ac- 
counts Prescribed for Natural Gas Companies Subject to the Provisions of the 
Natural Gas Act, effective January 1, 1940 with the revised System of Accounts 
prescribed herein effective January 1, 1961. Being a schematic presentation only, 
and of a very general nature, nothing contained therein shall be construed as 
in any way modifying the general or specific account titles, texts, and instruc- 
tions of either of the Systems of Accounts. 

Also, it should be noted that for the period of time required for the preparation 
and publication of the revised System of Accounts prescribed herein in pamphlet 
form, the revised System of Accounts (18 CFR §§ 201.01-1—201.906) will be 
available in the printed form set forth below as Appendix B.* 

The Commission finds : 

(1) In view of the foregoing, and upon consideration of all relevant matters 
presented, it is necessary and appropriate for the purposes of the Natural Gas 
Act that the proposed revised System of Accounts as set forth in the Notice of 
Proposed Rulemaking (24 F.R. 4391-4445), as amended by the Amended Notice 
of Proposed Rulemaking (24 F.R. 5312), and as modified by the changes set 
forth above, be adopted and promulgated as this Commission’s revised Uniform 
System of Accounts Prescribed for Natural Gas Companies Subject to the 
Provisions of the Natural Gas Act, effective January 1, 1961, all in the manner 
as hereinafter provided. 

(2) Good cause exists for the adoption of the revised System of Accounts 
set forth herein to be effective as of January 1, 1961. 

The Commission, acting pursuant to authority granted by the Natural Gas Act, 
as amended, particularly sections 8(a), 10, and 16 (15 U.S.C. 717g, 717i, and 
7170), orders: 

(A) Effective January 1, 1961, §§ 201.01-1 through 201.906, Part 201 of Sub- 
chapter F—Accounts, Natural Gas Act (18 CFR 201.01-1 through 201.906) 
are amended to read as provided by Appendix B set forth below. 

(B) Effective January 1, 1961, all Class A and Class B Natural Gas Companies 
under the Natural Gas Act shall keep their accounts in the manner set forth in 
the revised System of Accounts appearing in Appendix B annexed hereto. 

(C) The Secretary of the Commission shall cause prompt publication of this 
order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PORTLAND GENERAL ELECTRIC COMPANY, CROWN ZELLERBACH 
CORPORATION, AND PUBLISHERS’ PAPER CO., PROJECT NO. 2233 


ORDER ISSUING LICENSE (MAJOR) 
(Issued June 21, 1960) ** 


Portland General Electric Company, of Portland, Oregon, Crown Zellerbach 
Corporation, of San Francisco, California, and Publishers’ Paper Co., of Oregon 


*Omitted in printing. 
**Modification denied by order issued December 2, 1960, 24 FPC 1057. Order of Decem- 
ber 2, 1960 rescinded by order issued January 26, 1961, 25 FPC 178. 


676-806—64—55 
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City, Oregon, (Joint Applicants), filed on July 5, 1957, joint application for 
license under Section 4(e) of the Federal Power Act (hereinafter referred to as 
the Act) for constructed major Project No. 2233. The application was amended 
December 31, 1957, January 2, 1958, and October 23, 1958, and was supplemented 
on February 24, and March 6, 1959. 

The project is situated at Willamette Falls on the Willamette River, a 
navigable water of the United States, in Clackamas County, Oregon, in the 
region of Oregon City and West Linn, Oregon, about 13 miles south of Portland, 
Oregon. 

On January 8, 1980, the Commission issued a minor-part license to Portland 
and Crown for a period of 25 years, which expired on December 31, 1954, covering 
only a short section of concrete dam and a mill building containing turbines with 
a capacity of 7,200 horsepower. These facilities were designated as Project 
No. 38. On September 27, 1954, Portland filed application for renewal of the 
minor-part license. However, following conferences between representatives 
of Portland and the Commission’s staff, Portland on July 5, 1957, filed applica- 
tion for major license for the complete development at Willamette Falls to 
include not only the facilities owned by Portland and Crown and embraced 
under the minor-part license, but additional facilities owned by Portland, Crown, 
and Publishers’ and situated on lands owned by Portland under leases expiring 
on December 31, 2004. 

Following further negotiations and conferences among representatives of 
Portland, Crown, Publishers’ and the Commission’s staff, the two latter com- 
panies joined with Portland in applications filed December 31, 1957, and Janu- 
ary 2, 1958, respectively, for amendment of Portland’s application for license so 
as to include Crown and Publishers’ as joint applicants with Portland for license 
to the extent of their respective ownership of the project facilities involved. 
Thus, we have before us a joint application for license by three companies to 
include facilities owned by each and which constitute a complete hydroelectric 
project at Willamette Falls. 

The Assistant Chief of Civil Works, Corps of Engineers, in reporting on the 
joint application, has advised, among other things, that the plans of the struc- 
tures are satisfactory insofar as the interests of navigation are concerned ; and 
he recommended inclusion in any license issued the articles in the interest of 
navigation usually included in licenses for such projects, as hereinafter provided. 
The plans of structures affecting the interests of navigation were approved by 
the Secretary of the Army and the Chief of Engineers. 

An Assistant Secretary of the Interior in a report on the application, dated 
December 13, 1957, recommended for inclusion in any license issued a special 
condition that the use of water of the Willamette River and its tributaries in 
connection with the project be made subordinate to all future depletion of stream 
flow attributable to upstream diversions for irrigation or other beneficial con- 
sumptive uses. In the same report, he advised that the U.S. Fish and Wildlife 
Service had contracts with the Fish Commission of Oregon and the Oregon 
Game Commission for conducting studies to determine means for improving fish 
passage at the project, and that since the results of such studies would not be 
available for one year, we were requested to defer action on the application until 
December 81, 1958. 

In a further report on the application, dated January 7, 1959, the Assistant 
Secretary advised that the foregoing fish studies had not been completed and the 
Department was unable to make specific recommendations on fish facilities at 
the project. However, upon our further request, the Department, in letter dated 
April 3, 1959, recommended for inclusion in any license issued a general fish 
provision to protect the Department’s interest. 
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The lands occupied by the project are wholly owned by Portland which had 
leased the lands to Crown and Publishers’ upon which has been constructed 
their pulp and paper mills. 

The Public Utility Commission of Oregon became an intervener in this pro- 
ceeding under Section 1.37 of the Commission’s Rules of Practice and Procedure, 
and by our order issued September 4, 1958, the State of Oregon was permitted to 
intervene in this proceeding. 


The Commission finds: 


(1) The Willamette River is navigable waters of the United States. 

(2) The project consists of: 

(a) All lands constituting the project area and inclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interests therein are owned or held by the Licensees or by United 
States; such project area and project boundary being more specifically shown 
and described by certain exhibits which formed part of the application for 
license and which are designated and described as follows: 

Evrhibit J: (FPC No. 2233-7) General Area Map; 

Erhibit K: Two Sheets (FPC Nos. 2233-8 and -9) Project Area; 

(b) Project works described as to separate ownership of the facilities and 
consisting of: 

Portland General Electric Company—aA low head concrete dam, consisting of 
several types of construction and comprised of head walls, gate structures and 
building walls, overflow spillway section and a non-Overflow gravity section 
surmounting the crest of Willamette Falls; penstocks; a powerhouse containing 
twelve 1,600-horsepower turbines and one 1,200-horsepower turbine connected to 
twelve 1,200-kilowatt generators and one 1,000-kilowatt generator; a step-up 
transformer ; switchgear ; and appurtenant mechanical and electrical faciliites. 

Crown Zellerbach Corporation—Head walls, head gates, penstocks, turbines, 
generators, step-up transformers, switchgear and miscellaneous facilities. Tur- 
bines and generators used directly in the production of hydro power are located 
in various mill buildings, as follows: No. 2 Grinder Room, eight 1,430-horse- 
power turbines connected to wood pulp grinders and five 2,300 horsepower syn- 
chronous motors used either as motors or generators connected to the turbine 
grinder shafts; No. 3 Grinder Room, four 1,800-horsepower turbines connected 
to pulp grinders and two 2,300-horsepower motors used either as a motor or 
generator connected to the shaft of two of the turbine grinder shafts; and 
Generator Room, one 1,430-horsepower, one 972-horsepower, and two 1,445- 
horsepower turbines connected to one 600-kilowatt and three 1,000-kilowatt 
generators, 

Publishers’ Paper Company—Facilities used directly in the production of 
hydro power consisting of head walls, head gates, penstocks, turbines, gener- 
ators, switchgear, and miscellaneous facilities. Turbines and generators are 
located in various mill buildings, as follows: Hydroelectric Plant, two 1,100- 
horsepower turbines connected to two 750-kilowatt generators; Mill A, seven 
622-horsepower and three 603-horsepower turbines connected to wood pulp 
grinders, one 200-horsepower turbine connected to a line shaft, and one 467- 
horsepower turbine connected to a 450-kva generator; and Mill H, four 928- 
horsepower and one 736-horsepower turbines connected to wood pulp grinders 
and two 216-horsepower turbines connected to various items of machinery. 


the location, nature, and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits which 
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also formed part of the application for license and which are designated and 
described as follows: 


Exhibit L sheet FPC No. General design drawings 


General plans, sections, left side of river. 

General plans, sections, center of river. 

General plans, sections, right side of river. 

T. W. Sullivan Hydroelectric Plant, Portland General Electric Co. 
No. 2 grinder room, Crown Zellerbach Corp. 

Generator room and No. 3 grinder room, Crown Zellerbach Corp. 
Mill “‘H,”’ Publishers’ Paper Co. 

Mill “A” and Hydroplant, Publishers’ Paper Co. 

Hydroplant, Publishers’ Paper Co. 


Evhibit M: Ten typewritten pages, “General Description of Mechanical and 
Electrical Equipment” filed in the Commission July 5, 1957, as revised by Amend- 
ment No. 2 to the application filed January 2, 1958, and further revised by letters 
filed February 24, and March 6, 1959. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as a part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
and operation of the project. 

(3) Portland is a corporation organized under the laws of the State of 
Oregon, Crown is a corporation organized under the laws of the State of 
Nevada, and Publishers’ is a corporation organized under the laws of the State 
of Delaware; and Joint Applicants have submitted satisfactory evidence of 
compliance with the requirements of all applicable State laws insofar as neces- 
sary to effect the purposes of a license for the project. 

(4) No conflicting application is before the Commission. Public notice of 
the application has been given as required by the Act. 

(5) The project does not affect any Government dam, nor will the issuance of 
a license for the project as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(6) Subject to the terms and conditions hereinafter specified, the project is 
best adapted to a comprehensive plan for improving and developing a water- 
way or waterways for the use or benefit of interstate or foreign commerce, for the 
improvement and utilization of water-power development, and for other benefi- 
cial public uses, including recreational purposes. 

(7) The step-up transformer and switchgear located in Portland’s power- 
house and which were included in the joint application for license are parts of 
the project herein authorized within the meaning of Section 3 (11) of the Act. 

(8) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charge is 20,500 horsepower as assigned to Portland, 24,500 horsepower 
as assigned to Crown, and 13,800 horsepower as assigned to Publishers’, or a 
total of 58,800 horsepower. The energy generated by Portland is distributed 
and used for public utility purposes and the energy generated by Crown and 
Publishers’ is used by them in the manufacture of wood pulp and paper products. 

(9) The exhibits designated and described in finding (2) above conform to 





FEDERAL POWER COMMISSION 835 


the Commission’s rules and regulations and should be approved as part of the 
license for the project as hereinafter provided. 
The Commission orders: 

(A) This license is issued jointly to Portland General Electric Company, 
Crown Zellerbach Corporation and Publishers’ Paper Co. (hereinafter referred to 
as Joint Licensees) under Sections 4(e) and 15 of the Federal Power Act, for 
a period of 50 years, effective as of January 1, 1955, to the extent of the interest 
of each joint licensee in the ownership of the project facilities, for the con- 
tinued operation and maintenance of constructed Project No. 2233, located 
on Willamette River, a navigable water of the United States. subject to the 
terms and conditions of the Act, which is incorporated by reference as a part 
of this license, and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-3 (December 15, 1953) entitled “Terms and Conditions of License for 
Constructed Major Project Affecting Navigable Waters of the United States,” 
(17 FPC 385-389) which terms and conditions, designated as Articles 1 through 
17, are attached hereto and made a part hereof except for the last sentence of 
Article 11; and subject to the following special conditions set forth herein as 
additional articles: 

Article 18. The Joint Licensees shall pay to the United States the following 
annual charge: 

For the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Act, one (1) cent per horsepower on the authorized installed 
capacity (Portland 20,500 hp., Crown 24,500 hp., Publishers’ 13,800 hp.) a total 
of 58,800 horsepower, plus two and one-half (244) cents per 1,000 kilowatt-hours 
of gross energy generated during the calendar year for which the charge is 
made. 

Article 19. To the extent that it is economically sound and in the public interest 
to do so, the Joint Licensee Portland shall install additional generating capacity 
and make other changes in its project facilities as the Commission may direct, 
after notice and opportunity for hearing. 

Article 20. Until further order of the Commission, the Licensees shall so 
operate the project as to continue the operating practices now in effect in the 
interest of fish resources at Willamette Falls, and shall cooperate with interested 
Federal and State fishery agencies in making studies for enhancement of the fish 
resources at the project. The Licensees shall construct, maintain, and operate or 
shall arrange for the construction, maintenance and operation of such fish lad- 
ders, fish screens, or other fish protective devices for the purpose of conserving 
the fishery resources and comply with such reasonable modifications of the 
project structures and operation in the interest of fish life as may hereafter be 
prescribed by the Commission upon its own motion or upon the recommendation 
of the Secretary of the Interior or the Fish Commission of Oregon or the 
Oregon State Game Commission, after notice and opportunity for hearing. 

Article 21. The Joint Licensees shall for the protection of navigation, construct, 
maintain and operate at its own expense such lights and other signals on fixed 
project structures in or over navigable waters of the United States as may be 
directed by the Secretary of the Department in which the Coast Guard is 
operating. 

Article 22. The Licensee shall not make any claim under the authority of this 
license against the United States or any water users’ organization claiming 
through the United States for any damage resulting from any future depletion in 
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the flow of the waters of the Willamette River and its tributaries for the irriga- 
tion of lands or other beneficial consumptive uses. 

(C) The exhibits described in finding (2) above are approved as part of this 
license, 

(D) The afore-mentioned application for renewal of minor-part license filed 
September 27, 1954, by Portland General Electric Company for Project No. 38 
is dismissed. 

(BE) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313(a) of the Act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
Joint Licensees and returned to the Commission within 60 days from the date 
of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


HOMB GAS OOMPANY, DOCKET NOS. G-12198, G—16819, G-18424 AND 
G-19251 


ORDER APPROVING SETTLEMENT, PRESCRIBING REFUNDS AND TERMINATING PROCEEDINGS 


(Issued June 22, 1960) 





On May 11, 1960, Home Gas Company (Home), an affiliate in the Columbia 
Gas System, Inc., filed a motion requesting the Commission to issue an order 
approving a proposed settlement agreement, prescribing refunds, and terminat- 
ing the above-captioned proceedings. The proposed settlement agreement (at- 
tached hereto as Appendix “A”),* which was entered into following a field 
investigation by the Commission staff of Home’s books and records and con- 
ferences between Home, its wholesale customers, interveners and members of 
the Commission staff, has been executed by Home and all of its jurisdictional 
customers. The Commission staff concurs in the result reached and no inter- 
vener in these proceedings has indicated any objection to the agreement. 

Docket No. G-12198 concerns Home’s rates in effect subject to refund from 
July 14, 1957 through April 8, 1959; Docket No. G-16819 concerns the period 
from April 9, 1959 through May 14, 1959; Docket No. G—18424 concerns the 
period from May 15, 1959 through November 30, 1959; and Docket No. G-19251 
covers the period from December 1, 1959 through April 4, 1960. 

The agreement provides that Home will refund to its wholesale customers for 
the various locked-in periods all amounts collected in excess of the stipulated 
costs or rates shown in the attached Appendix “A”, together with interest at 
6% perannum. In addition, all refunds received by Home from its affiliated and 
only supplier,? The Manufacturers Light & Heat Company, applicable to any 
of the refund periods between July 14, 1957 and April 4, 1960, will be passed on 
by Home to its wholesale customers on a unit volumetric basis for the period to 
which the refund is applicable. The rates stipulated for the refund period 
ended April 4, 1960 will be reflected in an appropriate rate filing to serve as the 
underlying rate in Home’s pending rate case in Docket No. G—20511. 









*Omitted in printing. 


2The requested increased rates which were suspended in Docket No. G—20511 and 
became effective subject to refund on April 5, 1960 are not proposed to be settled by the 
subject Motion and Agreement. 

2 Except for a small volume of field purchases representing less than 44% of Home’s 
total gas supply. 
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The Commission finds: 


(1) Home is a “natural-gas company” within the meaning of the Natural Gas 
Act, with sales of natural gas for resale subject to the jurisdiction of the 
Commission. 

(2) The increased rates and charges contained in Home’s tariff sheets filed 
on February 13, 1957, October 9, 1958, April 10, 1959 and June 24, 1959 in 
Docket Nos. G-12198, G—-16819, G—18424 and G—19251, respectively, and now in 
effect subject to refund, have not been shown to be just and reasonable, or other- 
wise lawful under the terms and provisions of the Natural Gas Act, and they 
should be disallowed and denied as hereinafter provided and ordered. 

(3) The proposal for refunds and rates embodied in the settlement agreement 
of Home and its jurisdictional customers submitted for our consideration by 
Home’s motion of May 11, 1960 is just and reasonable and in the public interest 
in carrying out the provisions of the Natural Gas Act and such settlement 
should be approved, and made effective, as hereinafter ordered. 


The Commission orders: 


(A) The increased rates and charges contained in Home’s filings referred to in 
paragraph (2) above, are disallowed and denied. 

(B) The refunds and rates proposed and agreed to between Home and its 
customers are approved and made effective, subject to the terms and condition 
hereinafter ordered. 

(C) Home shall refund, within 60 days from the date of this order, to its 
jurisdictional customers the amounts, including interest, computed in accordance 
with the settlement agreement. 

(D) Within 15 days after making of any refund as provided by paragraph (C) 
above, Home shall report to the Commission, in writing and under oath, the 
amount of the refund made to each of its customers, showing separately the 
amount of principal and interest so paid, and shall serve a copy of such report 
upon each of the customers receiving a refund. Concurrently therewith Home 
shall file, with respect to the refunds provided in paragraph (C) above, with the 
Commission releases from its jurisdictional customers showing receipt of the 
principal and interest in conformity to the plans of settlement approved hereby. 

(E) In the event Home receives a refund from The Manufacturers Light & 
Heat Company, its supplier, applicable to any of the periods between July 14, 
1957 and April 4, 1960, including interest thereon, these refunds shall in turn 
be refunded by Home to its customers pursuant to Article IV, Section 7 of its 
settlement agreement. 

(F) Home shall file revised rate schedules embodying the settlement rates 
computed according to the agreement herein approved, and such rates shall be 
effective as of December 1, 1959, until such time as new rates may be made 
effective consistent with the provisions of the Natural Gas Act. 

(G) Upon full compliance by Home with all the terms and conditions of this 
order and acceptance of the filings made by it, these proceedings shall be 
considered terminated. 

(H) In issuing this order, the Commission’s action is not to be construed as a 
concurrence with the cost of service determinations, allocation methods and rate 
design principles used in arriving at rates and charges for future sales, or in 
computing the amount of refunds agreed upon in the settlement agreement, and 
neither the Commission, its staff, or other parties to the proceedings are to be 
prejudiced or bound thereby in future proceedings. 

(I) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission and is without prejudice to any 
claims or contentions which may be made by the Commission, Home, the Com- 
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mission staff, or any other party affected by this order, in any proceeding now 
pending or hereafter instituted by or against Home or any other companies, 
persons or parties affected by this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NO. G- 
12399; CHAMPLIN OIL & REFINING COMPANY, DOCKET NO. G-14830; 
AMBERADA PETROLEUM CORPORATION, DOCKET NO. G-16029; CITIES 
SERVICE GAS COMPANY, DOCKET NO. G-16217 ; PHILLIPS PETROLEUM 
COMPANY, DOCKET NOS. G-16280, G-16439; CARTER-JONES DRILLING 
COMPANY, INC., DOCKET NO. G-—16288; MAGNOLIA PETROLEUM COM- 
PANY (NOW SOCONY MOBIL OIL COMPANY, INC.), DOCKET NOS. 
G-16295, G-—16296, G-—16393, G-16266; JOHNTOM OIL COMPANY, INC., 
DOCKET NO. G-—16375; McCOMMONS OIL COMPANY, DOCKET NO. 
G-16376; ANSON L. CLARK, DOCKET NO. G—16382; CORNELL OIL COM- 
PANY, DOCKET NO. G-16383 ; BOND OIL CORPORATION, ET AL., DOCK- 
ET NO. G-16392; HUDSON OIL & METALS COMPANY, DOCKET NO. 
G-16436; THE PURE OIL COMPANY, DOCKET NO. G-17493; GULF OIL 
CORPORATION, DOCKET NO. G-16761; RIDDELL PETROLEUM COR- 
PORATION, DOCKET NO. G-17828; FAIN-PORTER DRILLING CORPO- 
RATION, DOCKDHT NO. G—17831 


ORDER GRANTING MOTIONS FOR SEVERANCE AND AFFIRMING IN PART DECISION OF 
PRESIDING EXAMINER 


(Issued June 22, 1960) * 


As set forth fully by the presiding examiner in his initial decision, Natural 
Gas Pipeline Company of America (Natural) is seeking certificate authorization 
for a 185,000 Mcf per day expansion of its pipeline system. Temporary author- 
ization for the operation of the proposed facilities was granted by the Com- 
mission on December 19, 1958. Of the 185,000 Mcf per day of additional 
capacity, 4,500 Mcf per day has been reserved for service to communities to be 
served by three interveners in this proceeding, Iowa Power and Light Com- 
pany, Illinois Power Company and Iowa Southern Utilities Company. The 
presiding examiner made full and complete findings with regard to the various 
projects of these interveners, recommending approval of two projects without 
condition and further recommending that two of the projects be conditioned upon 
the obtaining by Illinois Power Company and Iowa Southern Utilities Company 
of contracts for service to two industrial customers. 

Following the close of the hearing in this proceeding, Iowa Southern filed 
with the Commission a contract with the What Cheer Clay Products Company 
and Illinois Power Company filed a contract with the Sheffield Tile Products 
Company. These contracts satisfy the condition imposed by the presiding ex- 
aminer. We find that they satisfactorily demonstrate the intention of these 
industrial customers to attach and assure that these projects will be economi- 
cally feasible. We shall therefore affirm the decision of the presiding examiner 
in so far as it relates to the above-mentioned interveners, but will eliminate 


*The initial decision is not printed herein, inasmuch ag Commission action on the balance 
of the decision is presently pending. 
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the necessity for further filings by Iowa Southern and Illinois Power with 
relation to the industrial customers. 

On April 19, 1960, Iowa Southern Utilities Company filed a motion for sever- 
ance of the noncontroversial matters in this proceeding from those at issue. On 
May 16, 1960, Illinois Power Company filed a similar motion. Neither motion 
has been opposed. Both companies indicated that unless authorization is 
granted to Natural to deliver gas to them at this time, it will be impossible for 
them to attach loads before the coming winter heating season. 

In view of the necessity that construction of the respective distribution systems 
must soon be commenced if service is to be obtained this year, we will grant the 
motions of Iowa Southern and Illinois Power for severance from the proceedings 
of those portions of the matter concerning the interveners herein. 


The Commission finds: 


The public convenience and necessity require that Natural be directed to estab- 
lish physical connection of its facilities with facilities proposed to be built by the 
interveners named below and to deliver and sell natural gas to them for distribu- 
tion in the named communities in amounts up to the quantities shown: 


Interveners Communities : Quantity 


Iowa Power & Light Co Emerson, Malvern, Pacific Junction, Iowa....| 1,071 Mef/d. 

Iowa Southern Utilities Co Sigourney, Iowa. 1,148 i 
Osceola, What Cheer, Keota, Iowa. 

Illinois Power Co Ladd, Atkinson, Sheffield, 


The Commission orders: 


(A) The motions for severance filed by Iowa Southern Utilities Company and 
Illinois Power Company are hereby granted. 

(B) Natural Gas Pipeline Company of America shall establish physical con- 
nection of its facilities with the facilities proposed to be built by and to deliver 
and sell natural gas to the interveners named above in the amounts above set 
forth. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline. 


NORTHERN STATES POWER COMPANY (MINNESOTA), DOCKET 
NO. E-6934 


ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 


(Issued June 22, 1960) 


Northern States Power Company (Applicant), incorporated under the laws of 
the State of Minnesota and doing business as a qualified foreign corporation in 
the States of North Dakota and South Dakota, with its principal place of busi- 
ness at Minneapolis, Minnesota, filed an application on May 9, 1960, for an order, 
pursuant to Section 204 of the Federal Power Act, authorizing the issuance of 
short-term unsecured Promissory Notes in the aggregate principal amount of not 
in excess of $42,500,000 outstanding at any one time. 

The application was amended on May 16 and June 15, 1960. In its amend- 
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ment filed on June 15, 1960, Applicant proposes that the issuance of $10,000,000 
principal amount of the proposed Promissory Notes be deferred until such time 
as Applicant may acquire, pursuant to all necessary regulatory authority, the 
properties in the State of Minnesota which are presently owned by the Applicant’s 
wholly-owned subsidiary, Northern States Power Company, a Wisconsin cor- 
poration. Accordingly, Applicant by its amendment filed on June 15, 1960, 
requested that this Commission defer action as to $10,000,000 principal amount of 
the proposed Promissory Notes until such time as, and if, this Commission may 
approve the afore-mentioned proposed acquisition of properties ;* and authorize, 
presently, Applicant to issue Promissory Notes not exceeding an aggregate at any 
one time outstanding of $32,500,000 principal amount. 

The proposed Notes will be issued in varying amounts to a number of com- 
mercial banks to evidence borrowings from such banks and may be issued to 
renew or refund outstanding Notes as well as to provide additional money. The 
principal amount of Notes outstanding at any one time will not exceed in the 
aggregate $32,500,000.2 The proposed Notes will be issued for various periods 
of time and from time to time on or before December 31, 1960, but they will not 
have maturities of more than 12 months after dates of issue and none of which 
will mature after December 31, 1961. Each of the proposed Notes will bear 
interest at a rate not exceeding the prime rate at the time and place of the 
borrowing which the Note evidences. The proposed Notes may be prepaid with- 
out premium. 

According to the application, no finder’s fee or other commission is to be paid 
in connection with the proposed issuance of Notes and the proposed Notes will 
not be acquired by the lending banks for resale to the public. Applicant will not 
pay any commitment fees in connection with its borrowings to be evidenced by 
the proposed Notes. 

The proceeds to be obtained from the proposed issuance of Notes will be 
applied to pay, in part, expenditures to be made during the calendar year 1960 
in connection with Applicant’s construction program. Applicant estimates that 
its 1960 construction program will require $45,764,000. Among the items in that 
program are $12,823,000 for installation of Unit No. 4 (156,250 kw) at Black Dog 
steam electric generating station south of Minneapolis, Minnesota, scheduled for 
service in August, 1960, including increased substation capacity, $5,100,000 for 
Pathfinder (66,000 kw) nuclear generating station near Sioux Falls, South 
Dakota, $1,125,000 for additions and improvements to major transmission and 
substation facilities, including an interconnection with the United States Bureau 
of Reclamation at Minot, North Dakota, and $15,554,000 for other additions and 
improvements to electric production, transmission, and distribution facilities. 

Applicant advises that it intends, if market and economic conditions are 
favorable, to obtain funds for repayment of the proposed Notes by the sale of 
First Mortgage Bonds in December, 1960. 

Written notice of the application has been given to the Railroad and Ware- 
house Commission of Minnesota, the Public Service Commission of North Dakota, 
and the Public Utilities Commission of South Dakota and to the Governor of 
each of those States. Notice of the application has also been given by publication 
in the Federal Register on May 19, 1960 (25 F.R. 4435), stating that any person 


2 Applicant anticipates that such approval will be requested in the immediate future. 

* Applicant states that included in this amount are $1,500,000 principal amount of 
Promissory Notes, issued pursuant to Section 204(e) of the Federal Power Act, outstand- 
ing at the time of filing the subject application and approximately $3,000,000 principal 
amount of Promissory Notes which Applicant expected to issue on May 25, 1960, pursuant 
to Section 204(e). 





FEDERAL POWER COMMISSION 841 


desiring to be heard or to make any protest with reference to said application 
should on or before June 3, 1960, file with the Federal Power Commission, 
Washington 25, D.C., petitions or protests. No petition or protest or request to 
be heard in opposition to the granting of the application has been received, 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commis- 
sion as heretofore described and set forth in the Commission’s order issued 
September 1, 1955, Northern States Power Company, Docket No. E-6637 (14 
FPC 946). 

(2) The proposed issuance of Promissory Notes, described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes, described above, will be 
in excess of 5% of the par value of the other securities of the Applicant and, 
therefore, will not be exempt by virtue of Section 204(e) of the Act from the 
requirements of Section 204(a) of the Act. 

(5) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204(f) of the Act, and the proposed issuance of 
Promissory Notes, described above, is, therefore, not exempt by virtue of that 
Section from the requirements of Section 204 of the Act. 

(5) The proposed issuance of Promissory Notes, described above, will be 
exempt from the competitive bidding requirements of Section 34.1a of the 
Commission’s Regulations under the Federal Power Act by reason of section 
84.1la(a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commmission orders: 


(A) The proposed issuance by Applicant of Promissory Notes, whether orig- 
inal or renewal Notes, in the aggregate principal amount of not in excess of 
$32,500,000 outstanding at any one time, including as a part of that aggregate 
principal amount all Promissory Notes of Applicant outstanding on the date 
of issuance of this order, upon the terms and conditions and for the purpose 
set forth in the application, as amended, all as described above, is hereby au- 
thorized subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Promissory Notes issued pursuant hereto being not later than December 
31, 1961. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of costs, or any other matter 
whatsoever now pending or which may come before this Commission or any 
other regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 








842 FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PUGET SOUND POWER & LIGHT COMPANY AND PUBLIC UTILITY 
DISTRICT NO. 1 OF CHELAN COUNTY, WASHINGTON, PROJECT NO. 
943 






















































ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued June 22, 1960) 


Joint application was filed January 20, 1960, by Puget Sound Power & Light 
Company and Public Utility District No. 1 of Chelan County, Washington, 
licensees for major Project No. 943, located, exclusive of transmission lines, on 
the Columbia River in Douglas and Chelan Counties, Washington, for amend- 
ment of license so as to authorize modification of Article 42 of the license to 
eliminate therefrom reference to normal operating pool elevation and to permit 
operation of the project for stream flows up to 615,000 cubic feet per second 
before the spillway gates are all required to be open, rather than to 530,000 
cubic feet per second as now provided in the license. 

Article 42 of the license which was made part of the license for the project 
by amendment of license issued August 23, 1954, relates to the responsibilities 
under a then existing agreement between Great Northern Railway Company 
and the original licensee for the project, and assumed by Public Utility District 
No. 1 of Chelan County, Washington, permitting the inundation of certain lands 
of the Railway Company by the project, and prescribing certain limits on the 
operation of the Rock Island pond. 

The District and the Railway Company have entered into an amendment to 
the original agreement which changes the contractual arrangements in regard 
to the operation of the Rock Island pond to the extent that the District is 
permitted to operate the project at a pond elevation not to exceed 608 feet 
for stream flows not in excess of 615,000 second feet (rather than the pre- 
viously agreed limit of 530,000 second feet) before all spillway gates must be 
open and operation suspended. 

The Departments of Fisheries and of Game of the State of Washington 
have informed the Commission that they have no objection to the amendment 
of the license provided a maximum pool elevation of 608.0 feet will not be 
exceeded within the ability of the licensee to control pool elevation by turbine 
and spillage discharge to river flows of 615,000 cfs—as is contemplated by the 
District. 


The Commission finds: 





(1) The license, further amended as hereinafter ordered, is in the public 
interest. 

(2) Public notice has been given of the filing of the application. 

(3) The question whether or not reference to normal operating pool eleva- 
tion should be eliminated from Article 42 of the license should be reserved 
tor future determination, said determination to be made after sufficient fac- 
tual data concerning the effect of the operation of the Wanapum development 
of the Priest Rapids Project (Project No. 2114) on project structures of Proj- 
ect No. 948 are available. 


The Commission orders: 
(A) The license for Project No. 948, as amended, is further amended so 
that Articles 42 and 43 thereof shall read as follows: 


Article 42. The normal operating pool elevation shall be at elevation 606.0 
feet with variations up to a maximum of elevation 608.0 for flows of 85,000 
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second feet or less. For stream flows between 85,000 and 615,000 second feet, 
Licensees shall regulate the pond level so as not to exceed a maximum eleva- 
tion of 608.0 feet. For stream flows greater than 615,000 second feet, all 
spillway gates shall be open. 

Article 48. The Commission reserves the right to adjust the normal reser- 
voir elevation of the Rock Island Project (Project No. 943) at such time as 
the proposed Rocky Reach Hydroelectric Power Project (Project No. 2145) 
located upstream and the Wanapum development of the Priest Rapids Project 
(Project No. 2114) located downstream are constructed to make the most 
economical use of the water resources of the Columbia River, after notice 
and opportunity for hearing. 

(B) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way consti- 
tute a waver of any other part, provision or condition of the license as here- 
tofore amended. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Federal Power Act and failure to file such application shall constitute 
acceptance of this amendment of license. In acknowledgment of the accept- 
ance of this amendment of license, it shall be signed for the Licensees and 
returned to the Commission within 60 days from the date of its issuance. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline. 


SIERRA PACIFIC POWER COMPANY, DOCKET NO. E-6941 


ORDER AUTHORIZING ISSUANCE OF SINKING FUND DEBENTURES 
(Issued June 22, 1960) 


Sierra Pacific Power Company (Applicant), a corporation organized under 
the laws of the State of Maine and doing business in the States of California 
and Nevada, with its principal business office at Reno, Nevada, filed an appli- 
eation on May 19, 1960, as amended May 26, 1960, for an order pursuant to 
Section 204 of the Federal Power Act authorizing the issuance of $3,500,000 
principal amount of Sinking Fund Debentures, due 1985, to be sold at competitive 
bidding. 

The Debentures will be unsecured and are to be issued under an Indenture to 
to be dated as of July 1, 1960, to be entered into between the Applicant and The 
National Shawmut Bank of Boston, Trustee. 

On or about June 29, 1960, Applicant proposes to invite sealed, written bids 
for the purchase of the Debentures by newspaper publication and by distri- 
bution of a Public Invitation for Bids containing a statement of terms and 
conditions, together with a Form of Bid and a Form of Purchase Contract. 
Each bid, whether by a single bidder or by a group of bidders, must be on the 
Form of Bid furnished by Applicant and must be for the purchase of all the 
Debentures. Each bid shall specify, among the other things, (1) the coupon rate, 
which shall be a multiple of 4% of 1%; (2) the price to be paid to the Applicant, 
which price shall be not less than 100% and not more than 102%% of principal 
amount; and (3) in case of a bid by a group of bidders, the principal amount of 
Debentures to be purchased by each member of the group. 

Unless postponed, all bids for the purchase of the Debentures, whether from 
a single bidder or a group of bidders, must be presented to Applicant at No. 49 
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Federal Street, Eighth Floor, Boston, Massachusetts, at or before 10:30 a.m., 
Eastern Daylight Saving Time, on July 6, 1960. Unless Applicant shall reject all 
bids, which it reserves the privilege to do, or shall exclude the bid of any bidder or 
any group of bidders for reasons specified in the statement of terms and conditions 
set forth in the Public Invitation for Bids, Applicant will accept the bid which 
shall result in the lowest annual cost of money to it. 

Each bid must be accompanied by a certified or official bank check or checks in 
the aggregate amount of $175,000 payable in Boston Clearing House funds. 

Applicant will apply the proceeds to be obtained from the proposed issuance of 
Debentures to (1) refund short-term Promissory Notes’ evidencing bank loans 
incurred to obtain part of the funds needed for Applicant’s 1959-1960 construc- 
tion program, which refunding is estimated to require $2,300,000, and (2) re- 
imburse Applicant’s treasury for construction expenditures heretofore made 
and to finance additional construction. 

The Applicant estimates that its expenditures for construction in 1960 will 
amount to approximately $6,888,900, divided amoung its three departments 
approximately as follows: $5,387,900 for the Electric Department, $478,600 for 
the Gas Department, and $1,022,400 for the Water Department. In the Electric 
Department, approximately $1,495,000 will be spent on line extension and con- 
nections for new customers, $1,921,000 for generating facilities, $1,746,200 for 
distribution and transmission improvements and additions, and $225,700 for 
miscellaneous equipment. Construction expenditures attributable to the Gas 
and Water Departments will be principally for improvements to the distribution 
systems and line extensions and services required to meet increased demands for 
service. 

Written notice of the application has been given to the Public Service Com- 
mission of Nevada and the Public Utilities Commission of California, and to 
the Governor of each of those States. Notice has also been given by publication 
in the Federal Register on June 3, 1960 (25 F.R. 4934), stating that any person 
desiring to be heard or to make any protest with reference to the application 
shall file a petition or protest on or before June 21, 1960, with the Federal 
Power Commission, Washington 25, D.C. No protest, petition or request to be 
heard in opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued May 14, 
1959, In the Matter of Sierra Pacific Power Company, Docket No. E-6873. 

(2) The proposed issuance and sale of Debentures, as described above will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204(f) of the Act, and the proposed issuance of securi- 
ties, is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(4) The proposed issuance of Debentures, as hereinafter authorized, will be 
for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by the Applicant of service as a public utility and which 


1 By order issued May 14, 1959, Docket No. B-6873, 21 FPC 684, the Commission 
authorized Applicant to issue short-term, unsecured Promissory Notes in the maximum 
principal amount of $3,500,000 outstanding at any one time. The Notes were to have 
maturity dates not later than December 31, 1960. 
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will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 










The Commission orders: 

(A) The proposed issuance of Debentures, upon the terms and conditions and 
for the purposes specified in the application, as described above, hereby is au- 
thorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Debentures at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2(k)(3) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with competitive bidding requirements, 
and Section 34.2(k)(4) of these Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations ; 

(ii) The Commission shall have approved the price to be received by Appli- 
cant for the Debentures and the coupon rate thereof, by a further order. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service accounts, 
valuation, estimates or determinations of costs, or any other matter whatsoever 
which is now pending or which hereafter may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 































Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—12580 







ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 






(Issued June 23, 1960) 










On May 16, 1960, El Paso Natural Gas Company filed a petition to amend 
the certificate of public convenience and necessity issued to it by the Commis- 
sion on November 27, 1959, with Opinion No. 333 in Docket No. G—12580, to 
permit El Paso to install a single new 3400 horsepower compressor unit at its 
Williams Compressor Station in lieu of the two new 2,000 horsepower com- 
pressor units which were certificated for installation at that location. In Docket 
No. G-12580 the Commission authorized El Paso to sell and deliver an addi- 
tional 100,000 Mcf of natural gas per day to Southern California Gas Company 
aud Southern Counties Gas Company of California, Los Angeles, jointly, and 
to construct and operate specified main line pipeline facilities necessary for 
such sale and delivery including the installation of additional compressor horse- 
power at the Williams Station. 

In its petition, El Paso said that the proposed substitution of facilities would 
result in an estimated reduction of approximately $115,000 in capital invest- 
ment and also savings in operation and maintenance cost at the Williams sta- 
tion; that the reduction of 600 horsepower from the total additional horse- 
power presently certificated in Docket No. G-—12580 will not impair El Paso’s 
ability to perform the additional natural gas services certificated under that 
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docket number; and that it intends to add the saving resulting from the substitu- 
tion of facilities to its contingency fund provided for its entire proposal at 
Docket No. G—12580. 





The Commission finds: 





It is appropriate in carrying out the provisions of the Natural Gas Act and in 
the public interest that the certificate of public convenience and necessity issued 
to El Paso on November 27, 1959, in Docket No. G-12580 be amended as here- 
inafter ordered. 


The Commission orders: 





(A) The certificate of public convenience and necessity issued to El Paso Nat- 
ural Gas Company by the Commission on November 27, 1959, with Opinion No. 
333 in Docket No. G—12580, 22 FPC 900, is hereby amended to authorize El Paso 
to install a single new 3400 horsepower compressor unit at its Williams Compres- 
sor Station in lieu of the two new 2,000 horsepower compressor units heretofore 
certificated for installation at that location. 

(B) All other provisions of the certificate of public convenience and necessity 
issued to El Paso Natural Gas Company on November 27, 1959, in Docket No. G— 
12580 remained unchanged and in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 





TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. CP60-64 
FINDINGS AND ORDER ISSUING CERTIFIOATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 23, 1960) 





On March 22, 1960, as supplemented on April 6, 1960, Tennessee Gas Trans- 
mission Company (Applicant) filed in Docket No. CP60-64 an application pur- 
suant to Section 7(c) of the Natural Gas Act for a certificate of public con- 
venience and necessity authorizing the construction and operation of approxi- 
mately 11.6 miles of 12-inch pipeline from a point on Tennesee’s existing 12-inch 
Grand Cheniere Line in Cameron Parish, Louisiana, to a platform in Block 16, 
East Cameron Area, offshore Louisiana, together with appurtenant facilities, al) 
as more fully set forth in the application, as supplemented. 

The purpose of the proposed construction is to attach to applicant’s natural 
gas system reserves owned by Applicant in the Block 17 Field underlying ap- 
proximately 8,500 acres under lease to Applicant in Blocks 16, 17 and 24, and 
to receive into the proposed line such gas as may be purchased under contracts 
to be negotiated in the near future with other independent producers presently 
operating in the Block 17 area. 

The cost of the proposed facilities is estimated at $1,031,000, which will be 
financed from funds on hand. 

No new markets are involved under this application. Applicant is seeking to 
expand its general supply system. 

Temporary authorization to construct and operate the facilities proposed here- 
under was granted to Applicant on May 3, 1960. 
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Pursuant to due notice, a public hearing was held in Washington, D.C., on 
June 14, 1960, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 


decision herein pursuant to Section 1.30(c)(1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Tennessee Gas Transmission Company, a Delaware corpora- 
tion having its principal place of business in Houston, Texas, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of July 12, 1947, in Docket No. G-910 (6 FPC 777). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, as supplemented, are proposed to be used in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities hereinbefore described are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to the exercise 
of the rights granted thereunder, and that the time within which construction of 
the facilities authorized by this order shall be completed and placed in actual 
operation should be fixed at 6 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(¢c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Tennessee Gas Transmission Company to construct and oper- 
ate the facilities hereinbefore described, all as more fully described in the ap- 
plication in this proceeding, as supplemented, for the transportation of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) above and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 6 months from the date on which this order issues. 


676-806—64——_56 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 





















































TENNESSED NATURAL GAS LINES, INC., DOCKET NOS. G-17217 AND 
G-19985 


ORDER APPROVING PROPOSED SETTLEMENTS, ALLOWING TARIFF REVISIONS TO TAKE 
EFFECT AND PRESCRIBING REFUNDS 


(Issued June 23, 1960) 





These are rate proceedings under the Natural Gas Act and involve increased 
rates and charges proposed by Tennessee Natural Gas Lines, Inc. (Tennessee 
Natural), for sales of natural gas for resale in interstate commerce. The 
matters are before us for consideration of proposed settlement agreements be- 
tween Tennessee Natural and its sole interstate wholesale customer, Nashville 
Gas Company (Nashville Gas), a wholly-owned subsidiary, and of accompany- 
ing tariff revisions submitted on May 20, 1960. Upon consideration of the 
proposed settlements, and the data filed in support thereof, we approve the 
terms of such settlements, will allow the tariff revisions to become effective, and 
will prescribe refunds, subject to the terms and conditions agreed to by the 
parties, as hereinafter set forth. 

Tennessee Natural, on November 14, 1958, tendered for filing Eleventh Re- 
vised Sheet No. 4 to its FPC Gas Tariff, Original Volume No. 1, proposing 
an annual rate increase of $363,600, based on sales for the calendar year 1957 
to Nashville Gas under Tennessee Natural’s Rate Schedule G-1. Tennessee 
Natural stated that its proposed increase was occasioned by an increase filed 
by its sole natural gas supplier, Tennessee Gas Transmission Company (Ten- 
nessee), which increase became effective May 15, 1959, subject to an under- 
taking to assure the refund of excess charges. Tennessee's increased rates and 
charges are the subject of the proceeding in Docket No. G-17166. By order 
issued December 11, 1958, in Docket No. G-17217, Tennessee Natural’s increased 
rates and charges were suspended until May 15, 1959, and until such further 
time thereafter as such increased rates and charges might be made effective 
in the manner prescribed by the Natural Gas Act. Upon the filing of an 
appropriate motion by Tennessee Natural and order of the Commission, the 
increased rates became effective as of May 28, 1959, subject to refund. No 
hearing has been held in Docket No. G-17217. 

On October 5, 1959, Tennessee Natural tendered for filing Twelfth Revised 
Sheet No. 4 and Seventh Revised Sheet Nos. 6 and 7 to its FPC Gas Tariff, 
Original Volume No. 1, proposing an annual rate increase of $866,200 based on 
sales to Nashville Gas for the 12 month period ending July 31, 1959, under 
Tennessee Natural’s Rate Schedule G-1. Tennessee Natural stated that its 
increase was occasioned by a further increase filed by its supplier, Tennessee, 
which increase became effective April 5, 1960, subject to refund. Tennessee's 
increased rates and charges are the subject of the proceeding in Docket No. 
G-19983. By order issued November 4, 1959, in Docket No. G-19985, Tennes- 
see Natural’s increased rates and charges were suspended until April 5, 1960, 
at which time they became effective, subject to refund. No hearing has been 
held in Docket No. G—19985. 

On May 10, 1960, a conference was held between representatives of Ten- 
nessee Natural, Nashville Gas and the Commission staff for the purpose of 
exploring the possibilities of developing and agreeing upon settlements of the 
matters presented and issues involved in Tennessee Natural’s increased rate 
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proposals. As a result of such conference, Tennessee Natural, on May 20, 1960, 
submitted proposed settlement agreements with Nashville Gas in Docket Nos. 
G-17217 and G—19985. 

Docket No. G-17217. The “Agreement of Settlement” proposed by Tennessee 
Natural in Docket No. G-17217, together with a settlement cost of service and 
revenue comparison is attached hereto as Appendix A* and made a part hereof. 
As a part of the proposed settlement, Tennessee Natural submitted Substitute 
Eleventh Revised Sheet No. 4 to its FPC Gas Tariff, Original Volume No. 1, 
requesting that such substitute sheet be made effective as of May 28, 1959. The 
revised tariff sheet provides for a monthly demand charge of $2.206 per Mcf 
for the first 50,000 Mcf of billing demand and $2.00 per Mcf for all additional 
billing demand, and a commodity charge of 23.13 cents per Mcf, in lieu of the 
rates which become effective on May 28, 1959, as set forth in Appendix A, 
Under the settlement agreement, Tennessee Natural would refund immediately 
to its wholesale customer the difference between the charges actually collected 
under Eleventh Revised Sheet No. 4 and those provided in Substitute Eleventh 
Revised Sheet No. 4 during the period from May 28, 1959 through April 4, 1960, 
with interest at the rate of 6 per cent per annum from the date of payment 
to Tennessee Natural to the date of refund. Additionally, in the event any 
refund is made by Tennessee to Tennessee Natural under Docket No. G—17166, 
for the period May 28, 1959, through April 4, 1960, Tennessee Natural will 
refund to its wholesale customer a portion of such refund equal to any reduc- 
tion in the demand charge made by Tennessee Gas in its Rate Schedule G-1 
multiplied by the billing demands incurred by Nashville Gas for the period, 
plus any reduction in commodity charge or minus any increase in commodity 
charge, multiplied by volumes of gas purchased during such period by its 
wholesale customer. Tennessee Natural will add to such refund the propor- 
tionate part of any interest received from Tennessee. 

Docket No. G-19985. The “Agreement of Settlement” proposed by Tennessee 
Natural in Docket No. G—19985, together with settlement cost of service and 
revenue comparison is attached hereto as Appendix B* and made a part hereof. 
As a part of the proposed settlement, Tennessee Natural submitted Thirteenth 
Revised Sheet No. 4 to its FPC Gas Tariff, Original Volume No. 1, in superses- 
sion of Twelfth Revised Sheet No. 4 and requested an effective date of April 5, 
1960. The revised tariff sheet* provides for a monthly demand charge of $3.054 
per Mcf for the first 50,000 Mcf of billing demand and $2.85 per Mef for all addi- 
tional billing demand, and a commodity charge of 23.13 cents per Mcf, in lieu 
of the rates which became effective on April 5, 1960, as set forth in Appendix 
B. Under the settlement agreement, Nashville Gas will pay for all gas pur- 
chased on and after April 5, 1960 at the settlement rates. 

If Tennessee reduces the charges under its Rate Schedule G—1 applicable to 
sales to Tennessee Natural so as to reduce the total of the charges payable by 
Tennessee Natural under the rates to become effective as of April 5, 1960, 
Tennessee Natural will revise the demand charge or the commodity charge, or 
both, in its Rate Schedule G-1 by the same amount by which the demand charge 
and commodity charge of Tennessee’s Rate Schedule G-1 are revised. Addi- 


*Omitted in printing. 

2Seventh Revised Sheet Nos. 6 and 7 to Tennessee Natural’s FPC Gas Tariff, Original 
Volume No. 1, under the settlement agreement, are continued in effect without obligation 
to refund. Such sheets provide a demand rate of 9.4 cents per Mcf for emergency over 
deliveries and for unauthorized deliveries on which other penalty charges are waived. 
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tionally, if Tennessee makes refunds to Tennessee Natural for deliveries under 
Tennessee’s Rate Schedule G—1 for any part of the period from and after April 
5, 1960, Tennessee Natural will refund to its wholesale customer the reduction 
in the demand charge per Mcf of billing demand incurred by the customer in 
the same period, plus any reduction or minus any increase in the commodity 
charge multiplied by the volumes of gas purchased by the customer during the 
same period. Tennessee Natural will also refund the proportionate part of any 
interest received from Tennessee. 

The costs of service upon which the settlements are based agree substantially 
with the costs of service computed by our staff on the basis of its investigation 
of the books and records of Tennessee Natural for the twelve months period 
ending July 31, 1959, as adjusted. The proposed settlement rates in Docket No. 
G-17217 result in reductions of $28,152 from the increase requested by Tennes- 
see Natural on an annual basis while those in Docket No. G—-19985 result in 
similar reductions of $29,352 annually. In addition the appropriate portion of 
any refunds made by Tennessee in the proceedings in Docket No. G—17166 or 
reductions in Docket No. G—19983 will be passed on to Tennessee Natural’s 
wholesale customer. The cost of service for Docket No. G-17217 includes a re- 
turn of 6%, being the same return included in the settlement of Tennessee 
Natural’s previous rate proceeding in Docket No. G—-11981. The cost of service 
for Docket No. G—19985 includes return at the rate of 6.25% per annum. Based 
on Tennessee Natural’s capitalization on July 31, 1959, such overall rate of 
return will result in a return of 9.21% on equity capital. By telegram filed May 
27, 1960 the Tennessee Public Service Commission expressed its agreement with 
the proposed settlements. 


The Commission finds: 





(1) The increased rates and charges contained in Tennessee Natural’s FPC 
Gas Tariff, Original Volume No. 1, as amended by Eleventh Revised Sheet No. 4, 
filed November 14, 1958, and by Twelfth Revised Sheet No. 4 filed October 5, 
1959, has not been shown to be just and reasonable, or otherwise lawful under 
the terms and provisions of the Natural Gas Act, and they should be disallowed 
and denied as hereinafter provided and ordered. 

(2) The settlement of these proceedings on the basis of the “Agreement of 
Settlement—Docket No. G-17217” (Appendix A) and the “Agreement of Settle- 
ment—Docket No. G—19985” (Appendix B) as submitted by Tennessee Natural 
and its wholesale customer, Nashville Gas, and concurred in by the Tennessee 
Public Service Commission, is, subject to the terms and conditions hereinafter 
ordered, reasonable, proper, and in the public interest in carrying out the provi- 
sions hereinafter ordered, reasonable, proper, and in the public interest in carry- 
ing out the provisions of the Natural Gas Act, and such Agreements should be 
approved as hereinafter provided and ordered. 

(3) Good cause has been shown that the 30-day notice period provided in 
Section 4(d) of the Natural Gas Act and the Commission’s Regulations there- 
under should be waived with respect to Substitute Eleventh Revised Sheet No. 
4 and Thirteenth Revised Sheet No. 4 to Tennessee Natural’s FPC Gas Tariff, 
Original Volume No. 1, and that such tariff sheets be allowed to take effect as of 
May 28, 1959, and April 5, 1960, respectively, subject to the terms and conditions 
of this order and of the appropriate settlement agreement. 

(4) Seventh Revised Sheet Nos. 6 and 7 to Tennessee Natural’s FPC Gas 
Tariff, Original Volume No. 1 should be continued in effect without obligation. 
to refund. 
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(5) Good cause exists for terminating the proceedings in Docket Nos. 
G-17217 and G—19985. 

The Commission orders: 

(A) The increased rates and charges contuined in Tennessee Natural’s filings 
referred to in paragraph (1) above, are hereby disallowed. 

(B) The settlement of the proceedings in Docket Nos. G-17217 and G—19985 
on the basis and terms proposed and agreed to between Tennessee Natural and 
its sole interstate utility customer, as set out in Appendix A and Appendix B 
hereto, is approved, subject to the terms and conditions hereinafter ordered. 

(C) The 30-day notice period provided in Section 4(d) of the Natural Gas 
Act and our regulations thereunder is hereby waived with respect to Substitute 
Eleventh Revised Sheet No. 4 and Thirteenth Revised Sheet No. 4 to Tennessee 
Natural’s FPC Gas Tariff, Original Volume No. 1, and they are allowed to become 
effective as of May 28, 1959, and April 5, 1960, respectively, subject to the terms 
and conditions of this order and the appropriate settlement agreement. 

(D) Seventh Revised Sheet Nos. 6 and 7 to Tennessee Natural’s FPC Gas 
Tariff, Original Volume No. 1, are continued in effect without obligation to 
refund. 

(E) Tennessee Natural shall refund, within 15 days from the date of issuance 
of this order, to Nashville Gas the difference in charges for service rendered from 
May 28, 1958 through April 4, 1960 between (a) the charges collected under the 
increased rates and charges made effective in Docket No. G—17217 on May 28, 
1959, and (b) the charges which would have been payable for such service 
under Substitute Eleventh Revised Sheet No. 4 to its FPC Gas Tariff, Original 
No. 1, together with simple interest at the rate of 6 percent per annum thereon, 
computed from date of payment of such excess charges to Tennessee Natural to 
date of refund, all as provided in Article II of the “Agreement of Settlement— 
Docket No. G—-17217” (Appendix A). 

(F) Tennessee Natural shall make further refunds as, and if, required upon 
final disposition of the rate proceedings in Tennessee Gas Transmission Company, 
Docket No. G—17166, as provided in Article III of the “Agreement of Settlement— 
Docket No. B-17217”", (Appendix A) hereby approved and described above. 

(G) Tennessee Natural shall file reduced rates and charges and shall make 
further refunds as, and if, required upon disposition of the rate proceedings in 
Tennessee Gas Transmission Company, Docket No. G—19983, all as provided in 
Articles III and IV of the Agreement of Settlement—Docket No. G—19985 
(Appendix B) hereby approved and above-described. 

(H) Within fifteen days after the making of any refund as provided by 
paragraphs (EB), (F) and (G@) hereof, Tennessee Natural shall report to the 
Commission, in writing and under oath, the amount of the refund made to 
Nashville Gas, showing separately the amount of principal and interest so paid, 
and the billing determinants used for such determination, shall serve a copy of 
such report upon Nashville Gas, and file with the Commission a copy of a release 
from Nashville Gas with respect to such refund. 

(1) Upon full compliance by Tennessee Natural with all the terms and condi- 
tions of this order, the proceedings in Docket Nos. G-17217 and G—19985 shall be 
terminated. 

(J) This order is without prejudice to any findings or orders which have 
been or may hereafter be issued by the Commission in any proceeding now 
pending or hereafter instituted by or against Tennessee Natural. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline. 







DEEP SOUTH OIL COMPANY OF TEXAS, DOCKET NO. CI60-263 












ORDER DENYING IN PART AND GRANTING IN PART APPLICATION 


SUBPOENA DUCES TECUM 


FOR ISSUANCE OF 






























(Issued June 24, 1960) 





On May 19, 1960, Deep South Oil Company of Texas (Deep South), applicant 
in the above docketed proceedings, filed an application for a subpoena duces 
tecum to require the production by Texas Gas Corporation (Texas Gas) of the 
following books, records and documents: 

1. All agreements (originals) of any kind whatsoever between Texas Gas, 
or its subsidiaries or affiliates with : 

(a) F. A. Callery 

(b) Mound Company 

(c) Pan American Production Corporation 

(d) Houston Natural Gas Company 

2. Run statements for gas purchased from the aforementioned four companies 
from January 1956 to date. 

8. All electrical logs for each of the wells of the aforementioned four companies. 

4. The open-flow potential ratings as declared by the Railroad Commission of 
the State of Texas for each of the wells of the aforementioned four companies. 

5. All engineering estimates of reserves underlying the wells of the afore- 
mentioned four companies, including estimates of the number of productive 
acres drained by each of said wells. 

6. Records of dry-holes drilled by any of the aforementioned four companies, 
together with all engineering data and reports preliminary to and subsequent 
to the whip-stocking of such wells in order to create productivity. 

7. All engineering reports and data with respect to the wells of Deep South 
in the Big Hill Area. 

By an order this Commission issued on July 13, 1959, in Docket No. 
G-14764 Deep South was issued a certificate covering the sale of gas produced 
from the Big Hill Leases to Texas Gas. Deep South in applying for this cer- 
tificate filed as part of its rate schedule its contract with McCarthy Chemical 
Company (now Texas Gas) of February 15, 1952. Deep South was selling 
and delivering gas to Texas Gas under this contract on June 7, 1954. In our 
aforementioned order issuing a certificate to Deep South this Commission pre- 
scribed that the terms and conditions governing the sale and delivery of gas 
under this certificate were to be the same as the terms and conditions of the 
contract of February 15, 1952, between the parties. 

The provisions of this contract provide that the buyer (Texas Gas) agrees 
to purchase and receive from the seller (Deep South) a daily quantity of gas 
averaged over each year of the term of this contract equal to 1,000 Mcf for 
each ten million (10,000,000) Mcf of gas contained in the seller’s recoverable 
reserves or seventy-five percent (75%) of seller’s average daily deliverability 
during such year, whichever is the lesser quantity. The contract also provides 
that the buyer (Texas Gas) in no event is obligated to take an average daily 
quantity of gas in excess of 10,000 Mcf. Provision is also made in the con- 
tract for Deep South to sell to other parties in the event that the determina- 
tion or redetermination of the quantity of Deep South’s recoverable reserves 
exceed one hundred million (100,000,000) Mcf and Texas Gas elects not to 
take such excess gas. 
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On February 29, 1960, Deep South filed an application docketed in the above 
entitled matter requesting that the Commission grant one of the following 
alternate proposals set forth in its application and summarized as follows: 

(1) Permission under Section 7(b) of the Natural Gas Act to abandon serv- 
ice to Texas Gas with respect to that acreage located in the North Big Hill 
area, Jefferson County, Texas; (2) issue a new or supplemental certificate of 
public convenience and necessity, pursuant to Section 7 (c) and (e) of the 
Act, authorizing applicant to render service to a new or additional buyer or 
(3) issue an order requiring Texas Gas to take greater volumes of gas from 
the applicant in the North Big Hill area. 

The application submitted by Deep South in the above docketed proceeding 
stresses the unfavorable financial predicament of that company, which it al- 
leges, is directly attributable to the concerted action of various named per- 
sons, including Texas Gas, who intentionally seek to force a state of affairs 
whereby Deep South will have to sell its “Big Hill” interests at a ridiculously 
low price. Deep South also alleges in its application that wells completed on 
its leases subsequent to its contract show that the reserves thereunder vastly 
exceed those originally contemplated but that Texas Gas is not willing to give 
recognition to such reserves by increasing its takes. Deep South in order to 
alleviate its financial situation desires to sell additional gas to anyone, including 
Texas Gas. 

We have carefully reviewed the extent of the subpoena requested by Deep 
South and are of the view that the first and second requests do not conform 
to the requirements of Section 14(c) of the Natural Gas Act and Section 1.23 
of the Rules of Practice and Procedure. The granting of this request would 
be tantamount to allowing Deep South to embark upon an exploration of all 
the matters in the files of Texas Gas and its subsidiaries that relate to four 
companies with whom they do business. Section 1.23 of the Rules provides 
for “specification” and an applicant should not be allowed to make use of a 
subpoena to engage in a fishing expedition 

The information sought by Deep South in the requests made under Items 
4 and 6 is available to them from public sources. Deep South did not make 
any averments in its application that Texas Gas or its subsidiaries failed 
to make any specific filings required by the rules and regulations of any 
state or federal regulatory bodies. 

Requests 3, 5, and 7 are certainly relevant and material to the disposition 
of the issues in this proceeding, and the request for this material should be 
granted. Requests Nos. 3 and 5 should be restricted to wells located in the 
Big Hill Field. 


The Commission finds: 


(1) That the requests contained in items 3, 5, and 7 of Deep South’s ap 
plication for issuance of a subpoena duces tecum are relevant and material 
to the above docketed proceedings. 

(2) That the requests contained in items 1, 2, 4, and 6 do not conform 
to the requirements of Section 14(c) of the Natural Gas Act and Section 1.23 
of the Rules of Practice and Procedure and are undoubtedly available to 
Deep South from public sources. 


The Commission orders: 
That an appropriate subpoena duces tecum, in the usual form, be issued 
to A. A. White, Vice President and General Counsel of Texas Gas to compel 


his production, at said hearing when it reconvenes on July 11, 1960, of that 
material described in those requests shown as item Nos. 3, 5, and 7 of Deep 
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South’s application for the issuance of a subpoena duces tecum in the above- 
docketed proceedings. Requests Nos. 3 and 5 should be restricted to wells 
located in the Big Hill field. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


HEADWATER BENEFITS INVESTIGATION IN THE CONNECTICUT 
RIVER BASIN, DOCKET NO. E-6950 


ORDER INSTITUTING INVESTIGATION UNDER SECTION 10(f) OF THE FEDERAL POWER ACT 
(Issued June 24, 1960) 


Pursuant to the provisions of Section 10(f) of the Federal Power Act, we 
are authorized to determine and assess headwater improvement benefit charges 
against the owner of any water power project directly benefited by upstream 
improvements constructed by the United States, its licensees or permittees. 
The United States and its licensees or permittees have constructed and operated 
reservoir storage developments on the Connecticut River and tributaries in 
New Hampshire, Vermont, Massachusetts, or Connecticut which may directly 
provide power benefits to downstream non-federal water power developments. 








The Commission finds: 


It is appropriate and in the public interest that an investigation be insti- 
tuted by the Commission as hereinafter provided. 





The Commission orders: 





An investigation is hereby instituted pursuant to the provisions of the 
Federal Power Act, particularly Section 10(f) thereof, for the purpose of 
enabling the Commission to determine whether any of the non-federal water 
power projects located downstream from improvements contructed by the 
United States, its licensees, or permittees on the Connecticut River and tribu- 
taries, are directly benefited by the construction and operation of such up- 
stream improvements of the United States, its licensees or permittees and, 
if it so finds, to determine the equitable proportion of the annual charges to 
be paid by the owner of any downstream non-federal water power project so 
benefited for interest, maintenance and depreciation on such upstream improve- 
ments constructed by the United States, its licensees or permittees. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline. 


SHELL OIL COMPANY, DOCKET NO. RI60-302 





ORDER DENYING IN PART AND GRANTING IN PART A MOTION FOR RECONSIDERATION 













(Issued June 24, 1960) 





On May 27, 1960, Shell Oil Company (Shell) filed a motion’ seeking recon- 
sideration of the Commission’s order issued herein on April 29, 1960, which 





1Shell submitted a document entitled “Application for Rehearing and Reconsidera- 
tion” which has been accepted for filing as a motion for reconsideration pursuant to 
Section 1.12 of the Commission’s Rules of Practice and Procedure. An “application for 
rehearing” of an interlocutory order, such as is here involved, may not properly be filed 
(Section 1.30(e) of the Rules). 
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suspended until October 7, 1960, seven of Shell’s proposed rate changes* for 
its jurisdictional sales of natural gas to Tennessee Gas Transmission Company, 
and requesting that the Commission change the expiration date of the sus 
pension period for such changes to September 1, 1960, or, alternatively, to 
October 1, 1960. 

In its motion, Shell states, in effect: (1) that the subject rate changes 
were originally tendered on February 29, 1960;* (2) that such tender was 
made during the suspension period which ran to April 1, 1960, of a previously 
proposed rate increase in the subject rate schedules in Docket No. G—19887, 
but after the Commission’s order issued February 16, 1960, in Docket No. G- 
19887, which accepted Shell’s motion to place the previously suspended rates 
in effect as of April 1, 1960, subject to Shell’s filed corporate undertaking; 
(3) that, even though Shell in its said original tender requested that the ef- 
fective date of filing be March 1, 1960, and that the effective date of the ten- 
dered rate changes be April 1, 1960, the expiration date of the prior suspen- 
sion period, the Commission by its letter order dated March 24, 1960, rejected 
the tender as premature, citing paragraph (C) of the prior suspension order 
issued October 23, 1959, in Docket No. G—19887, and Section 4(d) of the Nat- 
ural Gas Act as authority for such rejection; (4) that on April 4, 1960, Shell 
mailed the rejected filings back to the Commission noting that the filings 
were not premature since Shell had not asked for an effective date of 
change until the prior suspension period had expired; and (5) that on April 
29, 1960, in Docket No. RI60-302, the Commission issued its suspension order, 
of which Shell seeks reconsideration, reciting that Shell had tendered the filings 
on April 6, 1960, and suspending the subject increased rate proposals until 
October 7, 1960. 

In support of its motion, Shell contends that the subject filings were effective 
on March 1, 1960, that the rate changes proposed therein were effective on April 
1, 1960, and that any suspension period should expire on September 1, 1960, 
rather than October 7, 1960. 

In addition to its contentions, Shell makes both an argument and an alterna- 
tive argument. In its primary argument, Shell states that it made no attempt to 
change the rates then under suspension ; that, as the purpose of the notice period 
is merely to permit the Commission to decide whether a hearing should be held 
and whether there should be a suspension, there is a ban against actually 
changing rates during suspension periods but that this does not amount to a 
ban against filing notices of change; that to apply the notice requirement in such 
manner as to prevent a producer from filing notice of change during a suspen- 
sion period is to deny forever that producer the right to collect his increase dur- 
ing a 30-day period in which he, according to Shell’s purported belief, was 
entitled to collect, citing United Gas Pipe Line Corp. v. Mobile Gas Corp., 350 
U.S. 332 at pages 339, 340; and that the Commission was not empowered to 
order that no notices of change could be filed during the period of suspension. 

In its alternative argument, Shell states that even though the Commission 
should decide that notices of change may not be filed during suspension periods, 
the suspension period in Docket No. RI60-3802 should expire on October 1, 1960, 
rather than October 7, 1960. Shell argues that, even though the Commission 
appears to recognize that Shell could have filed its notices on April 1, 1960, it 
would have been necessary to send a representative to Washington, D.C., to as- 
sure delivery on that date; that its original tender of February 29, 1960‘ gave 


2 The rate changes are designated Supplements No. 5, 6, 4, 2, 3, 2, and 2 to Shell’s FPC 
Gas Rate Schedules No. 14, 92, 131, 136, 137, 172, and 188, respectively. 

3 The proposed rate changes were actually tendered for filing on March 2, 1960. 

See footnote 3, supra. 
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notice of Shell’s intent; and that the public interest is fully protected even if the 
Commission should now change the expiration date of the suspension. 

As we stated in our rejection letter of March 24, 1960, paragraph (C) of our 
suspension order issued October 23, 1959, in Docket No. G—19887 proscribes the 
changing of either the suspended or the effective rates until the period of sus- 
pension has expired, unless otherwise ordered, which was not the case here. 
In addition, we set forth that portion of Section 4(d) of the Natural Gas Act 
which provides that a notice of change “* * * shall be given by filing with the 
Commission * * * new schedules stating plainly the change or changes to be 
made in the schedule or schedules then in force * * *” [Emphasis added.] 
There appears to be no conflict that the rejected filings were tendered during a 
period of rate suspension. Consequently, such filings were properly rejected. 

While Shell’s contention that the 30-day notice period commenced on the date 
of tender of its rejected filings is not acceptable, it appears that Shell has made 
a bona fide attempt to obtain an effective date for its subject filings of April 1, 
1960. Accordingly, the expiration date of the suspension proceeding in Docket 
No. RI60-302 should be changed from October 7, 1960 to October 1, 1960. 


The Commission finds: 


Good cause has been shown for granting only that part of Shell’s motion filed 
herein on May 27, 1960, which requests that the expiration date of the suspen- 
sion proceeding in Docket No. RI60-302 be changed from October 7, 1960 to 
October 1, 1960. 


The Commission orders: 


The expiration date of the suspension period in Docket No. RI60—-302 is hereby 
changed from October 7, 1960 to October 1, 1960; however, Shell’s motion filed 
herein on May 27, 1960, in all other respects is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


UNION PRODUCING COMPANY, DOCKET NO. RIG60-435 
ORDER PROVIDING FOR HEARING ON AND SUSPENSION OF PROPOSED CHANGES IN RATES 
(Issued June 24, 1960) * 


On May 26, 1960, Union Producing Company (Union Producing) tendered for 
filing Supplements No. 5 to its FPC Gas Rate Schedules Nos. 215 and 216. Said 
supplements provided for rate increases from 18.75¢ per Mcf to 26.75¢ per Mef, 
based upon periodic rate increases, for gas sold to Union Producing’s parent 
company, the United Gas Pipe Line Company, from leases in Terrebonne Parish, 
Louisiana. 

Union Producing’s proposed increased rates represent an increase of 8 cents 
per Mcf above the rates of 18.75¢ per Mcf presently in effect, subject to refund, 
in the proceeding in Docket No. G-13811. The proposed increased rates in this 
proceeding are based upon provisions contained in renegotiated contracts which 
were executed in September 1957. 

In support of its proposed increased rates, Union Producing states that said 
rates are necessary to offset increasing operating expenses and the increased 
eost of doing business. Union Producing further states that the increase is 
necessary to encourage further exploration and development and that United 


*Reconsideration denied, and order amended, by order issued August 4, 1960. 
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Gas Pipe Line has agreed to pay the same proposed price to other producers in 
the same area for gas purchased for delivery in intrastate commerce. 

The statement submitted by Union Producing Company in support of these 
rate changes is the same as that which was submitted in October 1957 to sup- 
port a rate change from 9 cents to 17 cents, exclusive of tax reimbursement. 
We suspended, and did not reject the October 1957 change. We must do the 
same now in comformity with what we believe to be required of us by law. Our 
interpretation of Section 154.94(e) of the Commission’s Regulations cannot 
vary according to the amount of the rate increase. We deplore the filing of 
these high rates, but they must be treated under existing law and applicable 
regulations, and not according to our personal desires. We are given no au- 
thority to reject these filings under the present state of the law. We may either 
fail to act and thus allow the proposed increased rates to become effective, or 
we may enter upon a hearing and, pending such hearing, suspend the proposed 
new supplements for a period not exceeding five months beyond the proposed 
effective date. See Mississippi River Fuel Corp., v. F.P.C., 202 F. 2d 899, 902 
(CA3, 1953). 

Union Producing proposes an effective date for its tendered increased rates 
of July 1, 1960. However, the increased rates and charges so proposed may 
be unjust, unreasonable, unduly discriminatory, or preferential, or otherwise 
unlawful. 

Although a general investigation of Union Producing’s rates is presently be- 
ing made under a Section 5(a) proceeding in Docket No. G—18354, we find and 
conclude that this proceeding, and the hearing therein as hereinafter ordered, 
should not be consolidated with the proceeding in Docket No. G—18354, but 
should be heard forthwith at the earliest practicable date. 


The Commission finds: 


It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission enter upon 
a hearing concerning the lawfulness of the said proposed rate changes, and 


that Supplement No. 5 to Union Producing’s FPC Gas Rate Schedules Nos. 
215 and 216 be suspended and the use thereof deferred as hereinafter ordered. 


The Commission orders: 


(A) Pursuant to the authority of the Natural Gas Act, particularly Sec- 
tions 4 and 15 thereof, the Commission’s Rules of Practice and Procedure and 
the Regulations under the Natural Gas Act [18 CFR, Chapter I], a public hear- 
ing be held on September 7, 1960, at 10:00 a.m. (EDST), in a Hearing Room 
of the Federal Power Commission, 441 G Street, N.W., Washington, D.C., 
concerning the lawfulness of the proposed increased rates and charges con- 
tained in Supplements No. 5 to Union Producing’s FPC Gas Rate Schedules 
Nos. 215 and 216. 

(B) Pending such hearing and decision thereon, said supplements be and 
they are hereby suspended and the use thereof deferred until January 1, 1961, 
and until such further time as they are made effective in the manner prescribed 
by the Natural Gas Act. 

(C) Neither the supplements hereby suspended, nor the rate schedules sought 
to be altered thereby, shall be changed until this proceeding has been disposed 
of or until the period of suspension has expired, unless otherwise ordered by 
the Commission. 

(D) Notices of intervention or petitions to intervene may be filed with the 
Federal Power Commission, Washington 25, D.C., in accordance with the Rules 
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of Practice and Procedure [18 CFR 1.8 and 1.37(f)] on or before August 15, 
1960. 








KLINE, Commissioner, dissenting: 







Commissioner Kline dissenting, filed a separate statement. 


I would reject the proposed rate increase on the ground that it fails to comply 


with Section 154.94 of the Regulations Under the Natural Gas Act which reads 
as follows: 


























If the proposed change in a rate schedule will result in an increase in a 
rate or charge, there shall also be submitted a full statement in support 
of such increase. A complete copy of all material shall be furnished to 
each party to the rate schedule. 


The following statement was submitted by Union Producing Company in 


alleged compliance with the above regulation : 





























































































































The Purchasers of natural gas generally require long term supply con- 
tracts as it is on the basis of an assured long term supply of natural 
gas and market demand therefor that such purchasers’ financing and con- 
struction programs are based. The best markets available to the pur- 
chasers are therefore on a long term basis, and in contracting for the 
sale of gas on such basis the parties have recognized the increased expenses 
which will occur to the producers and provided for, in one form or another, 
increased prices to be paid to the producers for gas delivered. The price 
increase set forth herein in some small measure tends to offset Union’s 
increased expenses of operation. 

It is hardly necessary to emphasize that in the current American economy, 
reflecting as it does an unprecedented expansion period and the effects of 
inflation, the expense of doing business and serving the public interest has 
increased materially. The rising expenses caused by these factors affect 
Union Producing Company substantially since it is engaged in the business 
of searching for, developing and making available for consumption a 
limited and irreplaceable natural resource. Moreover, the operations of 
Union require a continuous and accelerated program of exploration and 
development for additional gas supplies and in connection therewith require 
an investment of large amounts of risk capital. Of necessity the incentive 
for further exploration bears a direct relationship to the dollar recovery 
when compared to the risk capital required to be invested. 

The Commission itself has recognized these increasing expenses and the 
necessity of increased prices to be received by the producing companies 
in their efforts to make available to the public through further exploration 
and development an adequate and dependable supply of natural gas. The 
Commission has also recognized that the public interest is not best served 
by allowing grossly inequitable situations to exist. 

Under contracts negotiated at arm’s length with such companies as 
Humble Oil & Refining Company, Pan American Petroleum Corporation, 
Texaco Inc., and Amerada Petroleum Corporation, in fields and parishes 
in the immediate area, the Purchaser, United Gas Pipe Line Company, 
will be paying on July 1, 1960, the same price as set out herein for its 
purchases of intrastate gas. It is unrealistic that there be two prices for 
gas in the same area, the sole difference being the destination of the gas; 
and manifestly unfair to the producer who would deliver his gas in the 
interstate market to refuse to allow him to receive the full contract price 
received by those who deliver their gas only in the intrastate market. 
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The first three paragraphs of this statement consist merely of conclusions and 
allegations so general and so vague in their nature that I do not consider them 
the type of statement required by our rules. Such general statements will 
just as effectively support an increase of 1¢ or 80¢ per Mcf as the proposed 
increase of 8¢ per Mcf. They furnish no support whatsoever for the particular 
8¢ per Mcf increase requested here. ‘The second sentence of Section 154.94(f) 
requiring the furnishing to all parties of a “complete copy of all material” 
indicates it is factual data, not vague self serving statements, which are 
required by the rule. The fact that the Commission has failed in the past to 
give any effect to this regulation is no excuse for our continuing to ignore it. 

It is significant that when Union Producing filed its proposed increase from 
9¢ to 17¢ for this very same gas on October 31, 1957 it used exactly the same 
language, word for word, as is here used in support of the proposed increase. 
In three years, Union Producing Company has sought to justify increases 
which would almost treble the price of its gas (from 9¢ per Mcf to 25¢ per Mcf) 
on the basis of such general statements. While it is true that costs may have 
risen during this period, it is a matter of common knowledge that they have not 
risen to the extent of the increases sought. 

In the last paragraph of its supporting statement, Union states that the 
purchaser of this gas is paying the same price for purchases of intrastate 
gas made in the immediate area. In my opinion, the fact that such prices 
are being paid for intrastate gas is insufficient in itself to justify the payment 
of the same price for interstate gas, particularly in the absence of allegations 
of fact showing that the sales are not isolated instances and are made under 
similar circumstances. 

The price of 25¢ per Mcf (26.75¢ with tax) is the highest price yet filed 
with this Commission for the sale of gas in the Louisiana-Texas-Oklahoma 
area, exceeding by 3¢ per Mcf any previously filed price in that area. The 
contract providing for this increase was entered into between affiliated com- 
panies, since Union Producing Company is the wholly-owned subsidiary of 
the purchaser, United Gas Pipe Line Company. The contract even gives the 
same post office box number as the address for each of the contracting parties. 
The increase in price from 17¢ per Mcf to 25¢ per Mcf follows closely on the 
heels of an increase filed less than three years ago from 9¢ to 17¢ per Mcf 
for the same gas. For these reasons the Commission should not permit the 
rate to go into effect and be collected from the gas consumers unless some 
compliance is had with the rules of the Commission. 

It is argued that the Commission has no power to reject the proposed rate 
increase under the ruling of the Circuit Court of Appeals for the Third Circuit 
in the case of Mississippi River Fuel Corporation vs. Federal Power Commis- 
sion, 202 Fed. 2d, 899. Although the court in that case held that under the 
facts there existing the Commission had no power to reject a rate increase 
filing, it made it clear that such ruling did not apply in all cases by the 
following statement, appearing at page 902 of the opinion: 

We do not mean to suggest that the Commission is without power to 
require schedules and supporting data to be organized or broken down 
in convenient and readily comprehensible form. We have no doubt that 
certain regulations to that end may be appropriate. 

In my opinion, proper protection of the consuming public requires rejection 
of this rate schedule unless more detailed information is filed. However, 
if the proposed increase is not to be rejected, then the above section of our 
rules is utterly meaningless and should be summarily repealed in order to 
avoid much useless paper work. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


UNITED GAS PIPH LINE COMPANY, DOCKET NOS. G-9547, G-—10592, 
G-15360, G-18406 AND RP60-2 


ORDER DENYING APPLICATION FOR REHEARING 
(Issued June 24, 1960) 


Mississippi Valley Gas Company (Mississippi) on June 3, 1960, filed an 
application for rehearing of the Commission’s order issued May 5, 1960, 
denying Mississippi’s motion for orders requiring United Gas Pipe Line Com- 
pany (United) to furnish bonds or undertakings to assure refunds of increased 
rates or charges found not justified. 

As grounds for said application, Mississippi asserts, among other things, 
that the Commission erred in its May 5, 1960, order by failing to require United 
to furnish a bond or undertaking for the refund of excessive rates and charges 
applicable to United’s sales of natural gas for resale for industrial use only 
to Mississippi under United’s Rate Schedule IND-J applicable in each of the 
above-captioned dockets. 

Mississippi argues, as it did in its motion of April 5, 1960, that the Com- 
mission’s power to suspend under Section 4(e) of the Natural Gas Act is 
directed only to non-industrial sales for resale while the power to require 
refunds extends to the industrial sales for resale as well. We have rejected 
this argument in our May 5, 1960, order because it has been the long-standing, 
consistent practice of the Commission to allow rate schedules for sales for 
resale for industrial use only to become effective without bond or undertak- 
ing. In so doing, the Commission has steadfastly adhered to the provisions 
of Section 4(e) of the Natural Gas Act. 


The Commission finds: 


The application filed by Mississippi does not present any questions of law 
or fact which either were not fully considered by the Commission when it 
issued its order of May 5, 1959, in the instant dockets or which having now 
been considered, warrant any change or modification of said order. 


The Commission orders: 


The application for rehearing filed by Mississippi herein on June 3, 1960, 
is hereby denied, 

Commissioner Kline concurring, filed separate statement. 

Kune, Commissioner, concurring : 

I concur in the result. Under the provisions of Section 4(e) of the Na- 
tural Gas Act, it is not mandatory that the Commission require a bond to be 
filed to assure payment of refunds and the Commission has not made such 
a requirement in these dockets, although it has required that an undertaking 
be filed with respect to all increases except for purely industrial sales such 
as are here involved. The obligation to make refunds will exist whether 
or not such an undertaking is filed and applicants have not shown where 
the filing of such undertaking would give any additional assurance or secu- 
rity that a refund if ordered would be paid. I would deny the applicants’ 
petition on this ground, at this late step in the proceedings, and defer pass- 
ing upon the question of whether the Commission has power to order refunds 
for these industrial sales until that matter is properly before us in these 
proceedings, and has been fully briefed by all interested parties. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


CHAMPLIN OIL & REFINING CO., DOCKET NOS. G-9277 AND G-9280; 
CHAMPLIN OIL & REFINING CO. (OPERATOR), ET AL., DOCKET NOS. 
G-8630, G-17734, G-17781, G-18095, G-18171, G-18216, G-18514, G-19584, 
G-19605, G-19643, G-19817, G-19818, G-19848, G~-19849, G-19850, G-20345, 
G-20428 

ORDER APPROVING PROPOSED SETTLEMENT AS MODIFIED, PRESCRIBING REFUNDS, AND 

TERMINATING PROCEEDINGS 


(Issued June 27, 1960) 


These are rate proceedings arising under the Natural Gas Act. In Docket 
Nos. G-9277 and G-—9280 the Commission instituted a general investigation 
under Section 5 of the Act into the jurisdictional rates of Champlin Oil & 
Refining Co. (Champlin). The other dockets listed above arise under Section 
4 of the Act and relate to increased rates proposed by Champlin which were 
suspended by the Commission. Hearings have been held only in Docket Nos. 
G-9277 and G—9280." 

The matters are before us now for consideration of a settlement proposal 
placed upon the record by Champlin on March 25, 1960. The record that has 
been certified to us indicates that all of the 11 original complainants in the 
Section 5 proceedings and all but one (who took no position) * of the 40 inter- 
veners in those proceedings join in support of the settlement proposal. The 
record further indicates that such support is based on an independent investiga- 
tion by the interveners of the books and records of Champlin. The results 
of that investigation are set forth in the record. 

On March 28, 1960, the presiding examiner certified the proposed settlement 
to the Commission, with portions of the record pertaining to said proposal. 
By the proposed settlement the parties thereto have agreed to settle not only 
the investigation, but also all pending rate increase proposals of Champlin 
filed pursuant to Section 4(e) of the Act. These proceedings are as follows: 


Rate Supple- Date Date 

Docket No. schedule ment suspen- | effective Purchaser 
No. No. sion order} subject 

issued | torefund 


10-21-59 |} 4 Tennessee Gas Transmission Co. 
2-12-59 Tennessee Gas Transmission Co, 
10-23-59 Tennessee Gas Transmission Co. 
10-23-59 i Tennessee Gas Transmission Co. 
10-23-59 - Tennessee Gas Transmission Co. 
10-23-59 Tennessee Gas Transmission Co. 
5-20-59 Coastal States Gas Producing Co. 
2-19-59 { Tennessee Gas Transmission Co. 
10- 8-59 Tennessee Gas Transmission Co. 


QTGGE sews dcaccs 6 
8 
7 
3 
3 
5 
5 
2 
2 
1 | 10-23-59 Tennessee Gas Transmission Co. 
2 
2 
1 
2 
1 
4 
6 
2 
1 
3 
1 


G-17734 
G-19849 


2-19-59 Tennessee Gas Transmission Co. 
10-21-59 30 | Tennessee Gas Transmission Co. 
3-26-59 Texas Fastern Transmission Corp. 
10-15-59 Texas Eastern Transmission Corp. 
10- 7-59 Cities Service Gas Co. 

4-15-59 Northern Natural Gas Co. 

3-18-55 | § 55 | Cities Service Gas Co. 

4- 1-59 - Colorado Interstate Gas Co. 
12-22-59 Cities Service Gas Co. 

4- 1-59 Colorado Interstate Gas Co, 
12-18-59 Cities Service Gas Co. 


G- 19584 
G-18216- 
G-8630_ _ 











eerste isi snes Aacniansiasiiiiinipemaeeieaapemiecemaniteireiiancaaatite 
1 Motion to Make Effective Subject to Refund filed Mar. 17, 1960, Order Making Effective not issued. 


1The record comprises over 16,000 pages of testimony and more than 150 exhibits. 

2The Philadelphia Electric Co. stated that because of its comparatively minor direct 
financial interest in the proceeding it would not take any position with regard to the 
proposed settlement. 
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The settlement agreement proposes that these proceedings be settled on the 
following basis: * 














































(1) Champlin will eliminate all indeterminate rate clauses from its FPC 
Gas Rate Schedules; 

(2) Champlin will limit any step escalations included in its FPC Gas Rate 
Schedules to not more than 1 cent per Mcf every 5 years; 

(3) Champlin will be permitted its full contract prices with a maximum 
rate of 14.6 cents per Mcf for jurisdictional sales of natural gas in the Texas 
Gulf Coast area ;° 

(4) Champlin will waive all rights it may have to file for rates of 17.24 cents 
per Mcf for sales to Tennessee Gas Transmission Co. in Railroad District No. 4 
of the State of Texas for which it is presently contractually entitled to file 
under favored-nation clauses contained in its gas sales contracts with said 
company. 

Champlin has a total of 57 rate schedules for the jurisdictional sale of 
natural gas on file with this Commission. For the 36 FPC Rate Schedules 
not involved in the Section 4(e) proceedings set forth above, it is proposed 
that the presently effective rates will continue in effect. For those rate sched- 
ules involving suspension, the settlement rates*® would become effective as of 
the respective dates to which their effectiveness was suspended, or such later 
date, if any, as may be stipulated in proposed contract amendments. The pro- 
posed settlement would result in an average revenue to Champlin of 13.658 cents 
per Mcf, based on its 1959 jurisdictional sales of 92,000,132 Mcf, and 13.604 cents 
per Mcf based on its 1959 jurisdictional sales of 88,559,145 Mcf of natural gas. 
Based on 1959 sales volume, the settlement as proposed by Champlin, would 
increase its revenues by $1,019,159 over the revenues that would have been 
received by it in that year under rates not subject to refund; and a decrease 
of $82,475 in revenues below the proposed rates which have been suspended 
by order of this Commission. 

In support of the proposed settlement agreement, Champlin states, inter alia, 
that its offer to delete from all of its existing contracts all flexible pricing 
clauses will give price stability desired by the purchasers of its gas, and thus 
to the ultimate consumers. Champlin states that the price to which it has 
agreed in the Texas Gulf Coast area (approximately 86% of Champlin’s juris- 
dictional sales are made in this area), is well within the market area price 
for natural gas. Champlin also cites the fact that during the negotiations, 
aforementioned, it made available cost data for the year 1959 to a Special 
Committee representing the complainants and the interveners herein. The 
report of said Special Committee states that the proposed settlement is reason- 
ably supported by such cost data as adjusted by it.” 

Additionally, the staff undertook a limited field investigation of Champlin’s 
records and reviewed the cost of serivce prepared by the Special Committee 
representing the complainants and interveners. Both the staff and the Com- 
mittee studies were based on the year 1959 domestic production and exploration 
functions. The Special Committee arrived at average unit cost of gas ranging 










* All volumes are stated at 14.65 psia. 
5 The settlement proposal does not contemplate the fixing of prices for sales to be made 
in the future which are not yet the subject of a gas sales contract, or a certificate issued 
by this Commission. 

® See the Appendix attached hereto. 
7 Settlement Proposal Exhibit 2. 
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from 11.91 cents per Mcf to 13.84 cents per Mcf by use of various allocation 
methods and adjustments. The staff study includes an adjustment designed 
to increase the allowance for joint exploration expense, which the parties 
deem necessary in the light of the experience of Champlin’s exploration and 
development expenses of approximately $55,000,000, which was actually incurred 
in the five-year period, 1955-1959. This adjustment is proposed as a specific 
incentive to Champlin to conduct an exploration program which will enable 
it to maintain an adequate supply of natural gas for sale in interstate commerce 
for resale. Based on that study, the staff derives an average unit cost of gas 
of 13.65 cents. 

The costs of service of the Committee and the staff use different methods of 
allocation of joint costs between liquid and natural gas production. Without 
accepting or rejecting any specific accounting method of allocating joint costs, 
we believe that the cost data in support of the offer of settlement, in general 
is sufficient justification for acceptance of the proposed settlement rates, as 
hereinafter modified. 

After careful consideration of the proposed settlement agreement and the 
pertinent record as certified by the presiding examiner, we conclude that the 
settlement agreement is a reasonable compromise of the issues in this case and 
should be approved as modified in the following particulars. 

First, we believe it necessary to insure some measure of control over Champ- 
lin’s future exploration activities to the end that the monies that will be pro- 
vided by the rate payers will be properly expended in exploration activities. 
Therefore, we shall require that Champlin file on or before March 1, of each 
year a verified annual report, setting forth in detail its exploration activities 
and expenditures for the prior calendar year. 

Second, we note that the proposed settlement agreement makes no mention 
of refunds to be made of monies collected under proposed rate increases which 
were suspended by this Commission and made effective subject to refund. 
Champlin’s FPC Gas Rate Schedules Nos. 4, 5, 7, 8, 9, 17, 19, 21, and 27 have 
been made effective by order of this Commission, subject to refunds at rates 
higher than the rate of 14.6 cents per Mcf proposed in the settlement agreement 
for these rate schedules. Additionally, refunds should be made under FPC 
Gas Rate Schedules Nos. 3, 18 and 22, inasmuch as the proposed effective date 
under the settlement is later than the date that those rate schedules became 
effective after suspension. Accordingly, Champlin will be required to make 
appropriate refunds. 

Thirdly, it is noted that under the proposed settlement agreement, there is no 
differential charged in the rates to be paid in the Texas Gulf Coast area for 
natural gas dehydrated and not dehydrated. Champlin’s FPC Gas Rate Sched- 
ule No. 5, which is applicable for sales of natural gas to Tennessee Gas Trans- 
mission Company (Tennessee) in Texas Railroad Commission District No. 4, 
provides that 

Gas delivered hereunder will be dehydrated by buyer for removal of 
entrained water that is present in a vapor state at buyer’s expense. 
Said rate schedule further provides that there is to be a reduction in the price 
to Tennessee of .21931 cents per Mcf if the detremination of the price is based 
on the gas being dehydrated by the buyer. Under the proposed settlement agree- 
ment, no provision is made to continue such reduction in price. Thus, in Rail- 






® Settlement Proposal Exhibit No. 3. 
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road District No. 4 for gas sold to Tennessee under Champlin’s FVC Gas Rate 
Schedule No. 5, which is to be dehydrated by Tennessee and for gas sold to 
Tennessee under Rate Schedules Nos. 6, 7, 8, 9 and 19, which is to be dehydrated 
by Champlin, the same rate of 14.6 cents per Mef would apply. We do not be- 
lieve that such arrangement is in the public interest. Therefore, we shall pro- 
vide that Champlin shall file, within 30 days from the date of the issuance of 
this order, an amendment to its FPC Gas Rate Schedule No. 5, in addition to 
those it now proposes, making the rate for the sale of natural gas to Tennessee 
14.38069 cents per Mcf for natural gas not dehydrated by Champlin, with the 
agreed upon periodic increases. 


The Commission finds: 


(1) The proposed increased rates and charges contained in Champlin’s FPC 
Gas Rate Schedule Nos. 4, 5, 7, 8, 9, 17, 19, 21 and 27° involved in the Section 
4 (e) proceedings have not been shown to be just and reasonable or otherwise 
lawful under the terms and provisions of the Natural Gas Act and they should 
be disallowed and denied as hereinafter provided and ordered. 

(2) The settlement proposal submitted by Champlin on March 25, 1960 is, 
upon adoption of the terms and conditions hereinafter ordered, reasonable, 
proper and in the public interest in carrying out the provisions of the Natural 
Gas Act and such proposal, as modified herein, should be approved and made 
effective as hereinafter provided. 

(3) It is in the public interest that Champlin should be required to file a 
verified annual report satisfactory to the Commission, setting forth the details 
of its exploration activities and expenditures. 

(4) It is in the public interest to require Champlin to make refund of monies 
collected in accordance with its proposed rate increases in Docket Nos. G—17734, 
G-17781, G—19605, G—19643, G-19817, G-—19818, G—-19848, G-19849 and G-19850. 

(5) It is in the public interest to require Champlin to amend its proposed 
FPC Gas Rate Schedule No. 5 so as to provide for a rate of no more than 
14.38069 cents per Mcf of natural gas, with the proposed fixed periodic increases. 


The Commission orders: 


(A) The proposed increased rates and charges contained in Champlin’s filings 
referred to in paragraph (1) above are hereby disallowed. 

(B) The settlement of the proceedings as proposed by Champlin, and set 
forth in its Settlement Proposal, is hereby approved and made effective forty 
days from the date of issuance of this order, unless during such interim period 
and prior to the said effective date the Commission shall otherwise order. Such 
approval is subject to the terms, conditions and modifications hereinafter or- 
dered. Champlin shall file the proposed contract amendments, as set forth in 
Settlement Proposal Exhibit No. 1, as modified by this order, within 30 days of 
the date of issuance hereof. 

(C) The changed rates and charges and the contract amendments set forth 
in the proposed settlement, as modified or changed by this order, shall become 
effective on the dates shown on the Appendix to this order. 

(D) Champlin shall make refunds of monies collected under the proposed 
rate increases which were suspended by this Commission and made effective 
subject to refund in Docket Nos. G-17734, G—17781, G—19605, G-—19643, G—19817. 
G-19818, G-19848, G—19849, and G-—19850 and shall file with this Commission 


®In Docket No. G—19643 
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within 60 days from the date of issuance hereof a report of such refunds and 
evidence of release by each buyer. 

(E) Champlin shall file within 30 days of the issuance hereof an amendment 
to its FPC Gas Rate Schedule No. 5 to provide for a reduction in the rate con- 
tained therein of .21931 cents per Mcf if the buyer dehydrates natural gas sold 
thereunder at its own expense. 

(F) Champlin shall file a verified annual report, satisfactory to the Commis- 
sion, setting forth the details of its exploration activities for the preceding 
ealendar year on or before March 1st of each succeeding year for the next five 
years, the first of such reports being due on or before March 1, 1961. 

(G) Upon full compliance by Champlin with all the terms and conditions of 
this order, the preceedings in Docket Nos. G—9277, G—9280, G-—8630, G—17734, 
G-17781, G—18095, G-—18171, G-—18216, G-—18514, G—19584, G—19605, G—19643, 
G-—19817, G—19818, G—19848, G—19849, G-19850, G-20345 and G—20428 shall be 
terminated. 

(H) If Champlin, or any other party to these proceedings shall object to any 
of the terms, provisions and conditions of this order, it shall notify the Secre- 
tary of the Commission of such objection within 30 days of the date of issuance 
of this order. 

(1) The acceptance by the Commission of the settlement, as modified, is 
without prejudice to any findings or determinations that may be made by or 
against Champlin. 


APPENDIX 





. . | 
Rate schedule No. | Supplement | Rate, ¢ per Effective 
No. Mef date 





4248 

6 
38069 
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8- 0 
3-19-60 
9-18-59 
(2 
(2) 
5-16-55 
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9-5-59 


6—1-60 


9 
8 
4) 
4 | 
4 | 
6 | 
6 
x 
1 
8 
5 
3 
3 
2 
3 
3 
3 
2 
5 
3 
6 
4 
3} 
2 
4 
4 
1 
1 
l 
2 
1 
3 
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1 Proposed amendment does not change rate presently in effect. 
2 This rate shall become effective on the same date that the attached order approving proposed settlement 
as modified, prescribing refunds, and terminating proceedings become effective. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


FLORIDA POWER CORPORATION, PROJECT NO. 177 
ORDER ACCEPTING SURRENDER OF LICENSE (MAJOR) 
(Issued June 27, 1960) 


Application was filed February 15, 1960, by Florida Power Corporation, 
licensee for major Project No 177, for surrender of its license for the proj- 
ect pursuant to Section 6 of the Federal Power Act. 

The project is located at the United States Lock and Dam on the Oklawaha 
River at Moss Bluff, Marion County, Florida, on lands of the United States 
and consists of a powerhouse with two 240-Kilowatt units installed therein, 
a forebay, tailrace, log boom, a substation and appurtenant facilities. The 
power head is created by the United States Lock and Dam at Moss Bluff. 

The licensee states that one unit in the powerhouse is inoperative, econom- 
ically infeasible, and unsound to repair. It states also that the cost of gen- 
eration is exorbitant, economically unsound, and a financial burden. 

The licensee proposes to remove all equipment associated with the gen- 
eration of electricity, but in accordance with the desire of the U.S. Corps 
of Engineers, proposes to leave the powerhouse structure and necessary equip- 
ment, including the wicket gates, in place to assist the Corps in its navigation 
and flood control responsibility at the Moss Bluff Lock and Dam. It also 
proposes to leave all transmission lines necessary to furnish energy to the 
Lock and Dam. 

The Chief of Engineers, United States Department of the Army, in report- 
ing on the application informed the Commission that the licensee’s proposal 
for restoration of the lands of the United States appears to be satisfactory 
and that the restoration as proposed should be completed to the satisfaction 
of the District Engineer, Corps of Engineers, Jacksonville, Florida. 

The annual charges under the license for the project have been paid 
through the calendar year 1959, and the licensee is being requested to return 
its copy of the license instrument. 


The Commission finds: 


(1) Public notice has been given of the filing of the application for sur- 
render of the license and no protests thereon have been received. 


(2) Acceptance of surrender of the license for the project is appropriate 
as hereinafter provided. 


The Commission orders: 


Surrender of the license for major Project No. 177 is accepted effective 
as of December 31, 1960, subject to restoration of the lands of the United 
States occupied by the project works to a condition satisfactory to the Dis- 
trict Engineer, Corps of Engineers, Jacksonville, Florida, by December 31, 1960, 
and payment of the annual charges under the license for the project through 
said date within 30 days of rendition of a bill therefor bv the Commission. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-69386 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued June 27, 1960) 


By order issued June 9, 1960, in the above-entitled matter, the Commission 
authorized Guif States Utilities Company (Applicant), to issue and sell at 
competitive bidding $17,000,000 principal amount of First Mortgage Bonds, 
Series due 1990, subject, among others, to the provisions as set forth in para- 
graph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require 
ments of Section 34.2(k)(3) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with competitive bidding requirements, 
and Section 34.2(k)(4) of those Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegraph, as contemplated in Section 34.9 of 
the Regulations. 

(ii) The Commission, by further order, shall have approved the price to be 
received by Applicant for the proposed issuance of Bonds and the interest rate 
thereof. 

Applicant, on June 27, 1960, filed an amendment, pursuant to the require- 
ments of the afore-mentioned Commission order, in which it states that it 
proposes to accept, as representing the lowest annual cost of money to it, the 
bid of Lehman Brothers to purchase the proposed issuance of Bonds at the price 
of 100.1099% of principal amount, with an interest rate of 4%,% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of para- 
graph (B) of the Commission’s order issued June 9, 1960, in the above docket, 
and under the bid it proposes to accept for the Bonds, the price to be received 
by Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant 
and compatible with the public interest, which is appropriate for and con- 
sistent with the proper performance by the Applicant of service as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, are hereby authorized subject 
only to the provisions of paragraphs (C), (D), and (B) of the Commission's 
order issued June 9, 1960, in the above docket. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline. 


MINNESOTA POWER & LIGHT COMPANY, DOCKET NO. E-6937 
ORDER AUTHORIZING ACQUISITION OF COMMON STOCK 
(Issued June 27, 1960) 


Minnesota Power & Light Company (Applicant), incorporated under the laws 
of the State of Minnesota and doing business in that State, with its principal 
place of business at Duluth, Minnesota, filed an application on May 12, 1960, as 
amended June 1 and June 13, 1960, for authorization, pursuant to Section 203 of 
the Federal Power Act, to purchase and acquire 5,000 shares of Common Stock 
(par value $100 per share) to be issued by its subsidiary, Superior Water, Light 
and Power Company (Superior). Superior, incorporated under the laws of the 
State of Wisconsin and doing business in that State, maintains its principal place 
of business in Superior, Wisconsin. 

According to the application, Applicant owns all of Superior’s outstanding 
Common Stock with the exception of nine directors’ qualifying shares which it 
has an option to purchase, and proposes to purchase the additional shares of 
Superior’s Common Stock for the aggregate cash consideration of $500,000, com- 
puted on the basis of $100 per share (par value). 

Applicant states that it proposes to make the additional investment of 
$500,000 in Superior for the purpose of enabling the latter company to perma- 
nently finance a portion of its gas utility construction and conversion program 
which has an estimated cost of $1,200,000 during the twelve months from Sep- 
tember 1, 1959 to August 31, 1960. This program is more fully described in 
orders of this Commission issued June 3, 1959 and September 16, 1959, Docket 
No. E-6881, authorizing the issuance prior to June 1, 1961 of unsecured Promis- 
sory Notes by Superior in the aggregate principal amount of $2,050,000 outstand- 
ing at any one time as interim financing for that program. 

On Applicant’s books, the acquisition of 5,000 additional shares of Superior’s 
Common Stock is to be recorded by a debit of $500,000 (total par value) to Ac- 
count 111, Investments in Associated Companies, and by a credit of the same 
amount to Account 120, Cash. On Superior’s books, the issuance of the 5,000 
additional shares is to be recorded by a debit of $500,000 to Account 120, Cash, 
and by a credit of the same amount to Account 200, Common Capital Stock. 

Written notice of the application has been given to the Minnesota Railroad 
and Warehouse Commission, the Wisconsin Public Service Commission, and to 
the Governor of each of those States. Notice of the application was also pub- 
lished in the Federal Register on May 26, 1960 (25 F.R. 4659), stating that any 
person desiring to be heard or to make any protest with reference to said appli- 
cation should, on or before the 9th day of June 1960, file with the Federal Power 
Commission, Washington 25, D.C., petitions or protests. No protest or petition 
or request to be heard in opposition to the granting of such application has been 
received. 

The Public Service Commission of Wisconsin, by order dated May 13, 1960, 
granted approval for Superior to issue 5,000 shares of Common Stock and to sell 
them for not less than $500,000 cash (par value). 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
203 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued February 
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12, 1959, In the Matter of Minnesota Power ¢& Light Company, Docket No. 
E-6858. 

(2) Superior, a corporation, is a public utility within the meaning of Section 
203 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued June 3, 
1959, In the Matter of Superior Water, Light and Power Company, Docket No. 
E-6881. 

(3) By the proposed transaction, all as described above, Applicant will ac- 
quire the securities of Superior, another public utility, within the purview and 
subject to the requirements of Section 203 of the Federal Power Act. 

(4) The proposed acquisition by Applicant of the additional 5,000 shares of 
Superior’s Common Stock, all as described above, upon the terms and conditions 
set forth in the application and subject to the provisions of this order will be 
consistent with the public interest as expressed in the Federal Power Act. 

(5) It has not been shown with respect to the proposed transaction, all as 
described above, that Applicant is subject to any requirement of the Public 
Utility Holding Company Act of 1935 or a rule, regulation, or order thereunder 
which would exempt it from the requirements of Section 203 of the Federal 
Power Act by reason of Section 318 thereof. 

(6) The period of public notice given in this matter is reasonable. 


The Commission orders: 

(A) The acquisition by Applicant of 5,000 shares of Superior’s Common 
Stock, all as described above, upon the terms and conditions and for the pur- 
poses set forth in the application is hereby authorized and approved subject to 
the provisions of this order. 

(B) This authorization shail expire unless the transaction herein authorized 
and approved is consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever now 
pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline. 


NORTHERN STATES POWER COMPANY (MINNESOTA); OTTER TAIL 
POWER COMPANY, DOCKET NO. E-6935 


ORDER AUTHORIZING SALE AND MERGER OR CONSOLIDATION OF FACILITIES 
(Issued June 27, 1960) 


Northern States Power Company (NSP-Minn.), a Minnesota corporation and 
Otter Tail Power Company (Otter Tail), a Minnesota corporation filed a joint 
application on May 9, 1960, for an order pursuant to Section 203 of the Federal 
Power Act, authorizing NSP-Minn. to sell for a cash payment of $235,872 sub- 
ject to adjustment, and Otter Tail to acquire and merge with its facilities, the 
Red Lake Falls electric properties of NSP-Minn. located in Polk, Red Lake and 
Pennington Counties, Minnesota. 

NSP-Minn. has its principal place of business at Minneapolis, Minnesota. It 
operates an extensive electric utility system providing service to the general 
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public in a large portion of the State of Minnesota, portions of North Dakota 
and the southeastern portion of South Dakota. 

The Red Lake Falls electric properties proposed to be disposed of to Otter 
Tail comprise a spur to NSP-Minn. Fargo-Grand Forks System. That system 
is located in eastern North Dakota and northwestern Minnesota. NSP-Minn.’s 
Fargo-Grand Forks System is one of two isolated electric systems operated by 
the Company, the other being its Minot System located in northwestern North 
Dakota. 

As of the date of filing of this application, NSP-Minn. furnishes electric 
service at retail to the public in 399 communities and adjacent rural territories ; 
electric energy at wholesale for resale in 25 additional communities; and at 
wholesale for resale to rural electric cooperative associations and other utilities. 
Of the 424 communities so served, 383 (including the Cities of Minneapolis and 
St. Paul) are located in Minnesota, 18 in North Dakota and 23 in South Dakota. 
NSP-Minn. also furnishes natural gas, liquefied petroleum gas, manufactured 
gas and steam heat in some communities in its electric service area. 

NSP-Minn. is the parent and sole stockholder of Northern States Power Com- 
pany, a Wisconsin corporation (NSP-Wisc.) supplying electric utility service to 
the general public in north central and northwestern Wisconsin and east central 
Minnesota. 

During the calendar year 1959 NSP’s-Minn. total operating revenues were 
$148,684,325, of which approximately 83% were derived from electric operations 
and 16% from gas operations. As of the end of that year, its recorded electric 
utility plant in service totalled $512,545,790 with an applicable reserve for 
accrued depreciation in the amount of $107,732,141. 

Otter Tail has its principal place of business at Fergus Falls, Minnesota. 
Otter Tail operates an extensive interconnected system serving some 100,000 cus- 
tomers in northwestern Minnesota, eastern North Dakota and northeastern 
South Dakota. As of the date of filing of this application, Otter Tail furnishes 
electric service at retail in 464 communities and adjacent rural territories and 
electric energy at wholesale for resale to municipalities, rural electric coopera- 
tive associations and other utility companies. Of the 474 communities so served, 
161 are located in Minnesota, 255 are located in North Dakota, and 58 are located 
in South Dakota. Otter Tail also engages in the gas steam-heating and water 
business in some communities in its electric service area. For the calendar year 
1959, Otter Tail reports total operating revenues of $18,853,868 over 98% of 
which was derived from electric operations. As of the end of that year, its 
recorded electric utility plant in service totalled $82,354,337 with an applicable 
reserve for accrued depreciation in the amount of $19,816,116. 

The facilities involved in the proposed sale and merger consist of: all of NSP- 
Minn.’s electric transmission, distribution, street lighting, substation, and hydro- 
electric facilities presently operated by NSP-Minn. in the so-called Red Falls 
area, including a portion of NSP-Minn.’s 34.5 kv transmission line commencing 
at and including structure No. 6A located approximately three miles east of the 
City of Crookston, Polk County, Minnesota, and extending east and north for 
approximately 21.4 pole line miles to NSP-Minn.’s Red Lake Falls Hydroelectric 
Plant located in the City of Red Lake Falls, Red Lake County; its electric 
facilities in the Village of St. Hilaire, Pennington County; and those in the 
unincorporated community of Gentilly, Polk County, all in the State of Min- 
nesota ; together with all of NSP-Minn.’s franchises, easements, leases, flowage 
rights, permits, licenses and rights of way under which any of the aforesaid 
properties are held or operated. 
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The joint application states that the proposed transactions will have no effect 
upon any contract for the purchase, sale or interchange of electric energy. 

As noted above, the sale price of the properties to be disposed of by NSP-Minn. 
is a base price of $235,872, subject to adjustment. They include adjustments 
on account of capital expenditures, retirements, and loss or damage to physical 
property between January 1, 1960 and the closing date, and on account of prepaid 
and deferred taxes, customers’ deposits and refundable advances for construction. 

The properties which are to be transferred are presently carried on the 
books of NSP-Minn. at stated original cost of $533,711, less applicable re 
serve for depreciation of $196,221, a net amount of $337,490. The base price 
of $235,872 is $101,618 (plus or minus adjustments) less than the $337,490 
net amount of the properties. On the books of NSP-Minn., the difference 
of $101,618, which represents a loss on the sale of the properties, will be a 
net loss of $46,668 after an adjustment of $54,950 for income taxes. NSP- 
Minn. proposes to debit $54,950 to Account 228, Taxes Accrued, and the net 
loss of $46,668 will be charged to Account 271, Earned Surplus. On the books 
of Otter Tail, the difference of $101,618 (plus or minus adjustments) will 
be credited to Account 250, Reserve for Depreciation. This additional credit 
added to the present applicable reserve of $196,221 will increase the appli- 
cable amount in the reserve to $297,839. 

The joint application represents that the proposed transfer of facilities 
will be in the public interest since they constitute a sparsely settled spur 
to NSP-Minn.’s Fargo-Grand Forks System whereas they are bounded on 
several sides by the Otter Tail System. Applicants anticipate that the pro- 
posed sale of the Red Lake Falls electric properties to Otter Tail should 
result in an increase in the operating efficiency of the facilities concerned. 

Written notice of the joint application has been given to the Minnesota 
Railroad and Warehouse Commission, the North Dakota Public Service Com- 
mission, and the South Dakota Public Utilities Commission, and to the Gov- 
ernor of each of those States. Notice of the application has also been given 
by publication in the Federal Register of May 24, 1960 (25 F.R. 4565), stating 
that any person desiring to be heard or to make protest with reference to 
the joint application should on or before June 6, 1960, file with the Federal 
Power Commission, Washington 25, D.C., petitions or protests. No petition 
or protest or request to be heard in opposition to the granting of the appli- 
cation has been received. 


The Commission finds: 


(1) NSP-Minn., a Minnesota corporation, owns and operates facilities, 
among others, which are used for the transmission and sale at wholesale 
of electric energy which is transmitted among the States of North Dakota, 
South Dakota, Minnesota and Wisconsin and consumed outside the State 
in which generated, all of which facilities are in addition to and do not 
include facilities used for the generation of electric energy or facilities used 
in local distribution or only for the transmission of electric energy in intra- 
state commerce, or facilities for the transmission of electric energy consumed 
wholly by the transmitter, and NSP-Minn. is, therefore, a public utility within 
the meaning of that term as used in Section 203 of the Federal Power Act. 

(2) Otter Tail, a Minnesota corporation, owns and operates facilities, among 
others, which are used for the transmission and sale at wholesale of electric 
energy which is transmitted among the States of North Dakota, South Dakota 
and Minnesota and consumed outside the State in which generated, all of which 
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facilities are in addition to and do not include facilities used for the gen- « 
eration of electric energy or facilities used in local distribution or only for rs 
1 


the transmission of electric energy in intrastate commerce, or facilities for 
the transmission of electric energy consumed wholly by the transmitter, and 
Otter Tail is, therefore, a public utility within the meaning of that term as 
used in Section 203 of the Federal Power Act. 

(3) By the proposed sale of facilities NSP-Minn. will dispose of a part of 
its facilities subject to the jurisdiction of the Commission of a value in excess 
of $50,000.00 within the meaning and subject to the requirements of Section 
203 of the Federal Power Act. 

(4) By the proposed acquisition of facilities, Otter Tail will acquire and merge 
or consolidate its facilities subject to the jurisdiction of the Commission with 
those of NSP-Minn., another person within the meaning and subject to 
the requirements of Section 203 of the Federal Power Act. 

(5) The proposed sale of facilities and acquisition and merger or consoli- 
dation thereof, all as recited above, upon the terms and conditions set forth 
in the applications and subject to the provisions of this order will be con- 
sistent with the public interest as expressed in Section 208 of the Federal 
Power Act for the reasons set forth above. 

(6) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed sale by NSP-Minn. of its Red Lake Falls electric prop- 
erties, and the acquisition, merger or consolidation thereof by Otter Tail, all 
as described above, are authorized and approved upon the terms and con- 
ditions and for the purposes set forth in the application, subject to the 
provisions of this order. 

(B) NSP-Minn. and Otter Tail shall record the proposed transaction and 
the facilities and properties described above as heretofore provided and as pro- 
vided in the Commission’s Uniform System of Accounts Prescribed for Public 
Utilities and Licensees Subject to the Provisions of the Federal Power Act. 

(C) This authorization shall expire unless the transactions herein author- 
ized and approved are consummated within 90 days from the date of issuance 
of this order. 

(D) The foregoing authorization and approval is without prejudice to the 
authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuations, estimates or determinations of costs, or 
any other matter whatsoever now pending or which may come before this 
Commission, and nothing in this order shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation 
or property claimed or asserted. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. CP60-7 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF FACILITIES 
(Issued June 27, 1960) 





On January 13, 1960, United Gas Pipe Line Company (Applicant), filed an 
application in Docket No. CP60-7, pursuant to Section 7(b) of the Natural Gas 
Act, for authority to abandon and remove certain natural gas facilities formerly 
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used to deliver natural gas to two direct industrial customers, all as more fully 
set forth in the application on file with the Commission and open for public 
inspection. 

The facilities proposed for abandonment and removal are as follows: 

(a) A meter station, 228 feet of 18-inch pipeline, 120 feet of 16-inch pipeline, 
and other appurtenant facilities formerly used to deliver natural gas to an 
industrial plant of the Neches Butane Products Corporation (Neches) in 
Jefferson County, Texas 

(b) 2,773 feet of 6-inch pipeline, a measuring station and other measuring 
equipment formerly used to deliver natural gas to a refinery of the Atlantic 
Refining Company (Atlantic) in Jefferson County, Texas. 

The above facilities had been used by Applicant to deliver gas to Atlantic 
and Neches for use in their operations near Beaumont, Texas. 

Applicant states that the contracts under which the direct industrial sales 
were being made have terminated, and that deliveries to Atlantic and Neches 
ceased on January 1, 1960. Applicant proposes to remove the facilities in order 
that they may be used at other locations when required. 

Neches and Atlantic advised the Commission that they had no objection to the 
proposed abandonment. 

Pursuant to due notice, a public hearing was held in Washington, D.C., on June 
14, 1960, respecting the matters involved in and the issues presented by the ap- 
plication herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30(¢) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of January 20, 1942, in Docket No. G-216 (3 
FPC 3). 

(2) The facilities to be abandoned, as heretofore described, are subject to 
the jurisdiction of the Commission, and abandonment of such facilities is sub- 
ject to the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment by Applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and approv- 
ing same should be issued as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Applicant of the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, be and the same is hereby granted. 

(B) Applicant shall advise the Commission of the date of the abandonment 
within 10 days of the date thereof. 











874 FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline. 


ALABAMA POWER COMPANY, PROJECT NO. 2146 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL PROJECT COST AND NET CHANGE 
THEREIN : ACCRUED DEPRECIATION ; AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued June 29, 1960) 


Alabama Power Company, Licensee for the Lay Development of Project 
No. 2146,1 on March 5, 1958, filed its initial statement, pursuant to Section 
4.20 of the Commission’s Regulations under the Federal Power Act, claiming 
for the existing Lay Development, as of August 1, 1957, the effective date of 
the license, an actual legitimate original cost of $6,282,139.74? and an applicable 
reserve for accrued depreciation in the amount of $1,500,395.70, resulting in a 
claimed net investment of $4,781,744.04. 

On March 23, 1959, Licensee filed, pursuant to Section 4.1 of the Commission’s 
Regulations under the Federal Power Act, a statement of claimed increases 
and decreases in the cost of the development for the period from August 1, 1957, 
through December 31, 1958, claiming additions for that period in the net 
amount of $1,591.35, composed of gross project additions of $4,686.97, and 
project retirements of $3,095.62; resulting in a total claimed actual legitimate 
original cost for the Lay Development as of December 31, 1958, of $6,283,731.09. 

During the period from August 1, 1957, through December 31, 1958, Licensee 
also recorded upon its books of account entries in its depreciation reserve 
account for the Lay Development in the net credit amount of $111,641.43, 
making a balance in that account of $1,612,037.13 as of December 31, 1958. 

The Commission’s staff made an examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed costs and accrued depreciation applicable to in-service project proper- 
ties of Lay Development for the above-mentioned period. As a result of that 
examination, the staff proposes no adjustments at this time to the claimed 
amounts and recommends approval thereof subject to certain conditions. 

The staff's examination revealed certain inconsistencies between the hydraulic 
production land and land right parcels as shown in Schedule 9-A of Licensee’s 
claimed cost statement (FPC Form No. 6) and as recorded on Licensee’s books 
of account; and that parcels 14, 15, 34, and 182 may be lying entirely, or partly, 
outside the project boundary. The latter results from the fact that definite 
project boundary lines for Lay Development have not been established and 
approved at the present time, and the Commission’s order issuing the license 
deferred the filing of Exhibit F and permitted Exhibit K to reflect a tentative 


1The Lay Development is one of five hydroelectric developments (Weiss, Lock 3, Kelly 
Creek, Wetumpka, and Lay) licensed as Project No. 2146. It is located on the Coora 
River, a navigable water of the United States, approximately 13 miles northeast of 
Clanton, Alabama, and affects lands of the United States. The license (issued pursuant 
to Section 4(e) of the Federal Power Act) is for a period of 50 years, commencing 
August 1, 1957. 

2 Articles 35 and 36 of the license provide for Commission determination of the actual 
legitimate original cost of the parts of the Lay Development completed prior to the 
effective date of the license and the applicable reserve for accrued depreciation thereon 
both as of the effective date of the license; the difference being the net investment of the 
Licensee in the development as of that date; and the actual legitimate original costs of 
the parts of the project to be completed after the effective date of the license, together 
with any additions to or betterments of the project. 
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project boundary. Accordingly, the staff recommendations herein are not defin- 
itive insofar as acceptance or rejection of Licensee’s claimed costs of hydraulic 
production land and land rights is concerned. Rather, in these circumstances, 
the staff recommends tentative approval of Licensee’s claimed land costs, sub- 
ject to the elimination therefrom of the amount of the cost of any lands that 
subsequently may be found to be outside the project boundary as finally estab- 
lished and approved by the Commission. 

Based upon a study made of surviving property and straight-line depreciation 
computations using service life rates for depreciable plant deemed to be reason- 
able for the Lay Development, the staff found Licensee’s claimed and recorded 
reserve for accrued depreciation to be deficient, both as of August 1, 1957, the 
effective date of the license, and as of December 31, 1958. Conferences held 
with representatives of Licensee resulted in tentative agreement between Li- 
censee’s representatives and Staff, subject to Commission approval, to Licensee’s 
claimed and recorded accrued depreciation for the Lay Development upon the 
condition that Licensee, effective January 1, 1960, (1) increase the annual 
depreciation rate for depreciable hydraulic production plant from 1.40 percent 
to 1.65 percent, which latter rate was computed on the basis of the estimated 
remaining life of the properties from January 1, 1960, and based on estimated 
service lives by accounts as recommended by the staff and agreed to by the 
Licensee; (2) increase the reserve for depreciation of transmission plant by 
providing an additional amount of approximately $135,130 as a revenue deduc- 
tion for 1959, over and above the current book depreciation accrual, and continue 
to record future annual accruals at the present depreciation rate of 2.67 
percent; and (3) continue to record the accruals for general plant at the present 
annual depreciation rate of 3.40 percent. The staff’s tentative acceptance of 
Licensee’s accrued depreciation reserve was further conditioned upon Licensee’s 
agreement to notify the Commission prior to making any change in the proposed 
annual depreciation rate of 1.65 percent for hydraulic production plant (to be 
effective January 1, 1960). A further condition of staff’s tentative acceptance 
of Licensee’s accrued depreciation reserve is that any future retirement losses 
to the extent that there is a deficiency in the proportionate part of the de 
preciation reserve for Lay Development for the particular property retired be 
charged to Account 271, Earned Surplus. 

By letter dated October 14, 1959, Licensee confirmed its agreement relating to 
the reserve for accrued depreciation as set forth above, and submitted revised 
copies of Schedule 9-A and of the first page of Schedule 6-B of its initial cost 
statement relating to hydraulic production land and land rights. 

The Alabama Public Service Commission was advised by letter of this Com- 
mission dated April 1, 1960, of the staff’s recommendations with respect to the 
actual legitimate original cost of the project and net change therein, accrued 
depreciation, and net investment, all as described above. By letter dated April 
29, 1960, that Commission indicated its agreement therewith. 


The Commission finds: 


(1) Licensee, by its tentative agreement to the staff recommendations herein 
and the revised exhibits which Licensee filed relating to hydraulic production 
land and land rights, together with its letter of October 14, 1959, and the Alabama 
Public Service Commission, by its letter dated April 29, 1960, have obviated the 
necessity for notice and opportunity to protest provided by Sections 4.4, 4.5, 
4.22 and 4.23 of the Commission’s Regulations under the Federal Power Act. 

(2) It is necessary and appropriate for the purposes of the Federal Power Act 
that the amount of Licensee’s land costs includable as a component of the actual 
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legitimate original cost of the Lay Development of Project No. 2146 as of Decem- 
ber 31, 1958, be tentatively approved by the Commission, as claimed by Licensee ; 
subject, however, to future revision so as to reflect any modification thereof 
which may be made necessary by reason of the Commission’s determination 
hereafter of final project boundaries. 

(3) It is necessary and appropriate for the purposes of the Federal Power 
Act that Licensee be directed to complete all actions relative to the reserve for 
accrued depreciation applicable to in-service project properties of Lay Develop- 
ment, Project No. 2146, as contemplated in the staff recommendations as set 
forth above ; in the manner as hereinafter provided. 

(4) As of the effective date of the license herein, August 1, 1957, the (1) 
actual legitimate original cost of Lay Development, Project No. 2146, is 
$6,282,139.74 (subject, however, to revision in regard to Licensee’s claimed land 
cost as set forth in Finding (2) above); (2) reserve for accrual depreciation 
applicable to in-service project properties of Lay Development, is $1,500,395.70 ; 
and (3) resulting net investment of Licensee therein is $4,781,744.04. 

The net increase or change in the actual legitimate original cost of Lay 
Development, Project No. 2146, for the period from August 1, 1957, through 
December 31, 1958, is $1,591.35 composed of gross project additions of $4,686.97, 
project retirements of $3,095.62 (also, subject to revision in regard to Licensee's 
claimed land cost as set forth in Finding (2) above). The net increase or 
change in the reserve for accrued depreciation applicable to in-service project 
properties of Lay Development for the period from August 1, 1957, through 
December 31, 1958, is $111,641.48. 

The actual legitimate original cost of Lay Development, Project No. 2146, as of 
December 31, 1958, is $6,283,731.09; and the reserve for accrued depreciation 
applicable to in-service project properties of Lay Development as of that date is 
$1,612,037.13; all as more specifically set forth in the attached schedule. 


The Commission orders: 


(A) The provisions of Sections 4.4, 4.5, 4.22 and 4.23 of the Commission’s 
Regulations under the Federal Power Act are hereby waived for the purposes 
of this order. 

(B) Licensee shall complete all actions relative to the reserve for accrued 
depreciation applicable to in-service project properties of Lay Development, 
Project No. 2146, in the manner agreed upon by the staff and Licensee, all as 
set forth in the recital above. 

(C) Licensee, to the extent that it has not already done so, shall (a) establish 
and maintain control and detailed plant accounts for the Lay Development of 
Project No. 2146, showing the debit balance of $6,282,139.74 as of August 1, 1957; 
the debit amount of $1,591.35 as the net increase or change in project plant 
accounts during the period August 1, 1957, through December 31, 1958; and the 
total debit balance of $6,283,731.09 as of December 31, 1958; all as more specif- 
ically shown by primary plant accounts as set forth in the attached schedule; 
and (b) establish and maintain a reserve account for accrued depreciation for 
Lay Development of Project No. 2146 showing the credit balance of $1,500,395.70 
as of August 1, 1957; the credit amount of $111,641.43 as the net increase or 
change in the reserve for accrued depreciation applicable to in-service project 
properties for the period from August 1, 1957, through December 31, 1958; and 
the credit balance of $1,612,037.13 as of December 31, 1958; all classified by 
functional groups as shown in the attached schedule. 

(D) Licensee shall within 60 days from the issuance of this order file three 
certified copies of its journal entries showing compliance with this order. 
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AcTuAL LEGITIMATE ORIGINAL CosT AND ACCRUED DEPRECIATION 


| Total claimed 





Total al- 











| 
| Net Staff ad- | lowed as of 
Account No. and title changes | justments | Dec. 31, 1958 
As of Aug. 1,| from Aug. } 
| 1957 } 1, 1957, | } 
| through | 
| Dec. 31, 
| 1958 
j 
Actual legitimate origina! cost: 
100.1 Electric plant in service 
Hydraulic production plant 
320 Land and Jand rights. -....- , $349, 233. 63 | $349, 233. 63 
321 Structures and improvements. _- . ; 533, 194. 23 | $(1, 413. 45) 531, 780. 78 
322 Reservoirs, dams, and waterways. -- --| 3, 445, 788.75 |. -.-- saeniitan <intanitscien region 
323 Water wheels, turbines and generators - -_--- 1, 173, 030. 22 |..-. apis 1, 173, 030. 32 
324 Accessory electric equinment_ segue lcaanal’' See 4 : 199, 357. 37 
325 Miscellaneous powerplant equipment. .-----} 63, 642. 86 | 63, 758. 41 
Total hydraulic production plant. __._| 5, 764, 247. 16 (1, 297. 90) ‘; .| 5, 762, 949. 26 


Transmission plant 
343. Station equipment___________- a 512,185.17 | 2, 889. 25 i 515, 074. 42 


General plant 





















378 Communication equipment. -- .| 5, 707. 41 | . i 41 
Total electric plant in service. -- } 6, 282,139.74 | 1,591.35 .09 
Accrued depreciation: 
250.1 Reserve for depreciation of electric plant in 
service: 
Hydraulic production plant_-.-~.........-_| (1, 396, 899. 67)} (94, 494. 61)| ...--| (1, 491, 394. 28) 
Transmission plant.._.......-- acum (99, 755. 39)| (17, 110. 62)) _. Z (116, 866. 01) 
General plant. _- aba aetna (3, 740. 64) (36. 20)}.... whe (3, 776. 84) 
Total reserve for depreciation... _.....-| (1, 500, 395. 70)| (111, 641. 43)) (clepcuialthatietaeidies | (1, 612, 037. 13) 
| t | 


( ) Denotes credit. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, PROJECT NO. 344 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued June 29, 1960) 


California Electric Power Company, Licensee for Project No. 344° (San Gor- 


gonio), from time to time filed statements, pursuant to Section 4.1 of the Com- 


1The project, located on the San Gorgonio River and tributaries of the Whitewater 
River in Riverside and San Bernardino Counties, California, and affecting lands of the 
United States within the San Bernardino National Forest, may be described as Licensee's 
San Gorgonio project. The License for Project No. 344 now held by the California Elec- 
trie Power Company was issued (pursuant to Section 4(d) of the Federal Water Power 
Act) April 27, 1923, for a period of 50 years to the San Gorgonia Power Company (which 
name was subsequently changed to San Gorgonio Power Company). California Electric 
Power Company is also the pre:ent licensee for certain transmission facilities licensed as 
transmission line Project No. 677. The license for Project No. 677, affecting lands of the 
United States within the San Bernardino National Forest, in Riverside County, California, 
was issued March 16, 1926, for a period of 50 years to The Southern Sierras l’ower 
Company. The line under license as Project No. 677 was originally part of Project No. 
344, having been eliminated from Project No. 344 upon its acquisition by the Southern 
Sierras Power Company. California Electric Power Company became the licensee for 
both projects (344 and 677) pursuant to authorization of the Commission (order entitled 
San Gorgonio Electric Corp. and California Electric Power Co. issued October 26, 1949, 
8 FPC 1210) approving the transfer of the licenses from the then licensee, San Gorgonio 
Electric Corporation. 
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mission’s Regulations under the Federal Power Act, claiming for the period from 
January 1, 1950, through December 31, 1958, project additions and retirements 
resulting in a $34,581.80 net increase in the actual legitimate original cost of 
the project over the previously determined actual legitimate original project 
cost as of December 31, 1949, of $485,913.31," and (2) a resulting total actual 
legitimate original cost of the project as of December 31, 1958, of $520,495.11.* 
The $34,581.80 claimed net increase for the period results from claimed gross 
additions of $61,500.38 and gross retirements of $24,505.62 to the project plant 
accounts and a credit to project Account 265.2, Contributions in Aid of Con- 
struction—Federal of $2,412.96, and is more specifically shown on the attached 
schedule.‘ 

Tie Commission’s staff made a field examination of the books and records of 
the Licensee and other data for the purpose of ascertaining the correctness of 
the claimed cost changes and resulting project cost as of December 31, 1958. 

Following that study, an agreement subject to Commission approval was 
reached between the staff and Licensee’s representatives with respect to pro- 
posed adjustments involving (1) the elimination of a total of $54,566.41 from 
the project accounts during the above period; (2) the reclassification within 
project plant accounts of amounts totaling $2,073.16; and (3) the accounting 
dispositions of the amounts involved in the proposed adjustments. 

Based upon those adjustments, Licensee’s net change in project cost for the 
period January 1, 1950, through December 31, 1958, would be a net decrease in 
the amount of $19,984.61 composed of gross additions of $18,513.38, gross retire- 
ments of $9,730.95, and credit adjustments of $28,767.04 to the plant accounts. 
The resulting total project cost as of December 31, 1958, would be $465,928.70. 

Of the total elimination of $54,566.41, the proposed credit adjustment of 
$28,767.04 to plant accounts represents the cost of certain transmission facilities 
licensed as transmission line Project No. 677 and previously erroneously included 
in the determination of the actual legitimate original cost of Project No. 344 
as of December 31, 1949." The remainder of $25,799.37 represents Licensee’s 
claimed and recorded net cost change associated with those facilities as licensed 
in Project No. 677 for the period here under review, January 1, 1950, through 
December 31, 1958. 

The proposed reclassifications within Licensee’s project plant accounts for 
the period January 1, 1950, through December 31, 1958, consist of the reclassifi- 
ation of the amounts of $808.70 and $1,264.46 from Account 372, Office Furniture 
and Equipment, and Account 377, Tools and Work Equipment, respectively, to 
Account 325, Miscellaneous Power Plant Equipment. 

The accounting dispositions of the amounts involved in the proposed adjust- 
ments to bring Licensee’s claimed and recorded project costs into agreement with 


2See order of the Commission issued in the above-entitled matter May 21, 1952 (11 
FPC 993). 

% Article 22 of the license and Section 4 of the Federal Power Act provide for Com- 
mission determination of the actual legitimate original cost of the project, whether in- 
eurred prior to date of issuance of license or on or after such date. 

* Licensee’s filed statements also reflect a credit adjustment of $4,892.07 applicable to 
the period prior to January 1, 1950, but recorded subsequently in compliance with the 
Commission order issued in the above-entitled matter May 21, 1952 (11 FPC 993). 

5 The staff recommends the inclusion of this adjustment, as an adjustment during the 
period from January 1, 1950, through December 31, 1958, in view of the fact that the 
correcting entries will be recorded upon Licensee’s books of account as of January 1, 
1950. 
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the project cost changes tentatively agreed to between Licensee and the staff are 
shown by the following composite journal entry: 
Account Debit Credit 

100.1 Electric plant in service—transmission line li- 

censed project No. 677 $56, 979 
265.2 Contributions in aid of construction—Federal— 

project No. 344 
265.2 Contributions in aid of construction—Federal 

transmission line licensed project No. 677_~- $2, 412. 96 
100.1 Electric plant in service—project No. 344 . 56, 979. 37 

After giving effect to the above adjustments, the Commission’s staff recom- 
mends and Licensee by its letter of December 7, 1959, confirming its agreement 
to the proposed adjustments including accounting dispositions, and resulting 
costs for Project No. 344, concurs that the Commission determine (1) the net 
decrease in the actual legitimate original cost of the San Gorgonio project 
during the period from January 1, 1950, through December 31, 1958, to be 
$19,984.61, composed of gross additions of $18,513.38, gross retirements of 
$9,730.95, and credit adjustments of $28,767.04 to the plant accounts; and (2) 
the actual legitimate original cost of the San Gorgonio project as of December 
31, 1958, to be $465,928.70, classified by primary plant accounts of the Commis- 
sion’s Uniform System of Accounts Prescribed for Public Utilities and Licensees 
as shown in the attached schedule. 

The Public Utilities Commission of California was advised by letter of this 
Commission dated March 29, 1960, of the proposed adjustments, including the 
accounting dispositions, and resulting project costs, all as recommended by this 
Commission’s staff and tentatively agreed to by the Licensee as set forth above. 
By letter dated April 20, 1960, that Commission indicated no objection to those 
recommendations. 


The Commission finds: 


(1) Licensee, by its tentative agreement to the proposed adjustments, includ- 
ing the accounting dispositions, and the resulting project costs, and its letter 
dated December 7, 1959, and the California Public Utilities Commission, by its 
letter dated April 20, 1960, indicating no objections thereto, have obviated the 
necessity for the notice and opportunity to protest provided by Sections 4.4 
and 4.5 of the Commission’s Regulations under the Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions, are 
reasonable and appropriate for the purposes of the Federal Power Act, and 
therefore, should be approved and directed as hereinafter provided. 

(3) The net decrease or change in the actual legitimate original cost of 
Project No. 344 from January 1, 1950, through December 31, 1958, is $19,984.61, 
composed of gross additions of $18,513.38, gross retirements of $9,730.95, and 
credit adjustments of $28,767.04 to the plant accounts; and the resulting actual 
legitimate original cost of the project as of December 31, 1958, is $465,928.70, 
classified by primary plant accounts as shown by the attached schedule. 

The Commission orders: 

(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The adjustments and accounting dispositions, as proposed by this Com- 


mission’s staff and agreed to by the Licensee, are hereby approved and directed 
to be made by the Licensee. 


676-806—64——_58 
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(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for Project No. 344 showing 
the credit amount of $19,984.61 as the net decrease of change in project cost 
for the period from January 1, 1950, through December 31, 1958, and the total 
debit balance of $465,928.70 as the actual legitimate original cost of Decem- 
ber 31, 1958, classified by primary plant accounts of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees as shown by 
the attached schedule. 

(D) Licensee shall within 60 days from the issuance of this order file three 
certified copies of its adjusting journal entries showing compliance with this 
order. 


ACTUAL LEGITIMATE ORIGINAL Cost 


I | 1 


| Changes from Jan. 1, 1950, through | 




















| Allowed Dec. 31, 1958 | Allowed 
| eee Foe = cia ecibiiemes ect Gee 
Account number and title | Dec. 31, | | | | Dee. 31, 
| 1949* | Asclaimed; Adjust- /As adjusted 1958 
| bye ments | 
| } | 
| (1) (2) | (3) (4) (5) 
— —} — -———.-} | }- — 
Production plant—hydraulic | | 
320 Land and land rights_-_-..-.....-.-.- | $55, 748.84 |___.- .| 
321 Structures and improvements ..-.--| 53,471.77 $2, 114. 71 | $2,114.71 | 
322 Reservoirs, dams, and waterways--| 247, 236. 86 5, 106. 17 | 5, 106.17 | 
323 Water wheels, turbines and genera- | | | | 
ee ee | 74,467.00 | _- . i pis nll chit 3 
324 Accessory ele ctrie equipment - | 371. 96 | (105. 23) 7 a (105. 23) 
325 Miscellaneous powerplant equip- | | 
ment. i 10.77 | (10.77); $2,073.16 | 2,062.39 2, 073. 16 
326 Roads, railroads and bridges...._-_.| 498.50} 2,610.67 |............| 2,610.67 3, 109. 17 
Total production plant, hy- | | | 
Sis csocplales aeieriechiincieagiisentor : : 





Transmission plant | 














340 Land and land rights. - -- ; 101. 00 93. 82 | (194. 82) (101. 00)| - 
341 Clearing land and rights-of-w ay deel 2, 979. 85 | -..- ..--| (2,979.85)| (2,979. 85) : 
343 Station equipment - pxamb ocak 22, 482. 29 | (148. 00) | (148. 00) 22, 334. 29 
345 Poles and fixtures _ - ‘ 14, 445. 89 16,941.81 | (31,387.70)| (14, 445. 89) 5 . 
346 Overhead conductors and devices. 9, 293. 97 8, 179.17 a, 473.14)| (9, 293. 97)| - 

Total transmission plant - -- 49, 303. 00 25. 066.80 | (52, 035. 51) 

General plant 
! | 

372 Office furniture and equipment. ---- 861. 71 (53. 01) (808. 70) ($61. 71)}-... ew 
377 Tools and work equipment_.---_.-.-- 1, 996. 57 (732. 11) (1, 264.46)! (1, 996. 57))-._-- : 
378 Communication equipment - .-.----.| , 946. . 33 | (4, 943. 86 (1, 946. 33) -._- ei 

Total general plant_-__....-.-- 4, 804.1 él 





9 017. 02) (4, 804. 61)|-.. 





5,913.31 | 35,994.76 | (56,979.37)| (19, 984.61)| 465, 928. 70 





100.1 Total electric plant in service nee 
265.2 Contributions in aid of construc- 
tion, Federal. _- eee sd es an (2, 412. 98) 2, 412. 96 


Total cost of project......-.--| 485, 913. 31 "34, 581 80 (54, 566. 6. 41)} (19, 984.61); 465, 928. 70 











) Denotes credit. 
*See Commission Order issued May 21, 1952 (11 FPC 993). 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, PROJECT NO. 1389 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST AND 
PRESCRIBING ACCOUNTING THEREFOR 


(Issued June 29, 1960) 


California Electric Power Company, Licensee for Project No. 1389,’ from 
time to time filed statements, pursuant to Section 4.1 of the Commission’s 
Regulations under the Federal Power Act, claiming for the period from January 
1, 1949, through December 31, 1958, project additions and retirements resulting 
in (1) a $509,723.99 net increase in project cost over the previously determined 
amount of actual legitimate original cost of the project, $1,973,784.01 as of 
Decembr 31, 1948,’ and (2) a resulting total claimed actual legitimate original 
cost of the project as of December 31, 1958, of $2,483,508. The claimed net in- 
crease of $509,723.99 results from claimed and recorded project gross additions 
and retirements totaling $600,893.95 and $91,169.96, respectively,‘ and is more 
specifically shown in the attached schedule. 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed and recorded project cost changes and resulting project cost as of De- 
cember 31, 1958. 

Following that examination, an agreement, subject to Commission approval, 
was reached between the staff and Licensee’s representatives with respect to 
certain proposed adjustments involving (1) the elimination of $12,252.13 from 
the claimed and recorded project costs for the period from January 1, 1949, 
through December 31, 1958; (2) the transfer of certain items in the amount of 
$6,886.80 as of December 31, 1958, from project to nonproject plant accounts; 
(3) a reclassification of project costs within the project plant accounts in the 
total amount of $16,523.66; and (4) the accounting dispositions of the foregoing 
amounts. 

Based upon the proposed adjustments, the resulting revised net increase or 
change in the project cost would be $497,471.86, consisting of gross additions of 





2 The project is located on Rush Creek in Mono County, California, mainly on lands of 
the United States within the Mono National Forest, and may be described as the Rush 
Creek project. The license (issued pursuant to Section 4(e) of the Federal Power Act) 
authorizing the operation and maintenance of the constructed project is by its terms 
effective for a period of 50 years, commencing December 1, 1936, and was issued originally 
to The Nevada-California Electric Corporation, the name of which was changed to 
California Electric Power Company, effective June 30, 1941. 

2 The Commission, by order dated January 24, 1946 (5 FPC 345), determined the actual 
legitimate original cost of the project as of December 1, 1936, to be $1,866,138.04. By 
Commission order, issued April 19, 1950 (9 FPC 668), the project plant changes for the 
period from December 1, 1936, through December 31, 1948, were determined to result in 
a net increase in project cost in the amount of $107,645.97, thereby bringing the allowed 
project cost to $1,973,784.01 as of December 31, 1948. 

3 Article 19 of the license and Section 4 of the Federal Power Act provide for Com 
mission determination of the actual legitimate original cost of the project, whether in 
curred prior to the effective date of the license or on or after such date. 

*Licensee’s filed statements for the period January 1, 1949, through December 31, 
1958, also reflect a credit adjustment of $1,697.64 recorded in 1950 but applicable to the 
period prior to January 1, 1949. This credit adjustment was approved by the afore- 
mentioned Commission order issued April 19, 1950. 
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$589,305.70, gross retirements of $90,776.72, and a credit adjustment of $1,057.12; 
and the resulting revised actual legitimate original cost of the project as of 
December 31, 1958, would be $2,471,255.87. 

The proposed eliminations aggregating $12,252.13 are composed of the fol- 
lowing items: 





COCR PR orien nnsnnmeenne $ (200. 00) 
Brant Dare sn nt enn 5 (10, 852. 07) 
Overheads erroneously capitalized__..__----------- (1, 200. 06) 

a acta cele (12, 252. 13) 


The items proposed to be transferred from project to nonproject plant ac- 
counts consist of tools and work equipment. These items, in the amount of 
$6,886.80 as of December 31, 1958, are not a part of Licensee’s claimed project 
costs but are included as recorded costs upon Licensee’s books of account. 

The proposed reclassifications within licensed projects accounts of the total 
amount of $16,523.66 cover the costs of office furniture and equipment in the 
amount of $13,198.68 and tools and work equipment in the amount of $3,324.98 
(debit in the amount of $16,523.66 to Account 325, Miscellaneous Power Plant 
Equipment, and credits in the amounts of $13,198.68 and $3,324.98 to Account 
872, Office Furniture and Equipment, and Account 377, Tools and Work Equip- 
ment, respectively). 

The proposed accounting dispositions of the amounts involved in the pro- 
posed adjustments to bring Licensee’s recorded project costs into agreement 
with the recommended project costs tentatively agreed to between Licensee and 
the staff are shown by the following composite journal entry: 


Debit Credit 
100.1 Electric plant in service—nonproject___--_--- $17, 738. 87 
250 Reserve for depreciation of electric plant— 
I ON a ceca eaenaith 200. 00 
271 Pe iii eet Sabb neon 1, 200. 06 
100.1 Electric plant in service—project No. 13889_-_----_-------- $19, 138. 93 


After giving effect to the above adjustments, the Commission’s staff recom- 
mends and Licensee, by letter dated February 10, 1960, confirming its agree- 
ment to the proposed adjustments, accounting dispositions, and resulting project 
costs for Project No. 1389 (Rush Creek), concurs that the Commission deter- 
mine: (1) the net increase or change in the actual legitimate original cost of 
the Rush Creek project during the period from January 1, 1949, through De- 
ecember 31, 1958, to be $497,471.86, comprised of gross additions of $589,305.70, 
gross retirements of $90,776.72, and a credit adjustment of $1,057.12; and (2) 
the actual legitimate original cost of the Rush Creek project as of December 31, 
1958, to be $2,471,255.87, classified by primary plant accounts of the Commis- 
sion’s Uniform System of Accounts Prescribed for Public Utilities and Licensees 
as shown in the attached schedule. 

The Public Utilities Commission of California was advised by letter of this 
Commission dated April 26, 1960, of the proposed adjustments, including the 
accounting dispositions, and resulting project costs, as recommended by the 


5 The amount of $10,852.07, representing the claimed cost of the June Lake substation 
equipment, which is a nonproject facility, includes an amount of $1,057.12 that was 
inadvertently approved as a part of project cost as of December 31, 1948, by the afore- 
mentioned Commission order issued April 19, 1950. Staff recommends the inclusion of 
this adjustment, as an adjustment during the period from January 1, 1949 through De- 


cember 31, 1958, in view of the fact that the correcting entries will be recorded upon 
Licensee’s books of account as of January 1, 1949. 
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Commission’s staff and agreed to by the Licensee as set forth above. By letter 
dated May 10, 1960, that Commission indicated no objection to the foregoing. 
The Commission finds: 

(1) Licensee, by its tentative agreement to the proposed adjustments, includ- 
ing the accounting dispositions and the resulting project costs, and its letter 
dated February 10, 1960, and the Public Utilities Commission of California, by 
its letter dated May 10, 1960, have obviated the necessity for notice and oppor- 
tunity to protest provided in Sections 4.4 and 4.5 of the Commission’s Regula- 
tions under the Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions, are 
reasonable and appropriate for the purposes of the Federal Power Act, and, 
therefore, should be approved and directed as hereinafter provided. 

(3) The net increase or change in the actual legitimate original cost of 
Project No. 1889 from January 1, 1949, through December 31, 1958, is $497,- 
471.86, comprised of gross additions of $589,305.70, gross retirements of $90,- 
776.72, and a credit adjustment of $1,057.12; and the resulting actual legitimate 
original cost of the project as of December 31, 1958, is $2,471,255.87, classified 
by primary plant accounts as shown by the attached schedule. 


ACTUAL LEGITIMATE ORIGINAL Cost 





Changes from Jan. 1, 1949, through Dee. 


Allowed cost 31,1958 | Allowed cost 
as of Dec. a a ils ee as of Dec. 
Account number and title 31, 19481 31, 1958 


As claimed | Adjustments; As adjusted | 








1 (2) (3) (4) (5) 
Production plant— Hydraulic 
320 Land and land rights $72, 530. 37 | fi, , $72, 530. 37 
321 Structures and improve- 
ments 201, 338. 77 $122, 190. 10 $(194. 90 $121, 995. 20 323, 333. 97 
322 Reservoirs, dams and wa- | } 
terways--_-.. 1, 344, 247. 92 215, 765. 60 | (743. 42 215, 022.18 1, 559, 270.10 
323 Waterwheels, turbines and | | 
generators _- . 139, 872. 03 1, 026. 94 . 1, 026. 94 | 140, 898. 97 
324 Accessory electric equip- 
ment. aa - 52, 064. 36 3, 845. 50 | --| 3, 845. 50 | 55, 909. 86 
325 Miscellaneous powerplant | | 
equipment. _. 15, 964. 40 2, 503.19 16, 523. 66 19, 026. 85 34, 991. 25 
326 Roads, railroads, and j 
bridges 41, 238. 83 135, 251. 75 | (461. 74) 134, 790. 01 | 176, 028. 84 
Total production 
plant, hydraulic_.__| 1, 867,256.68 | 480, 583.08 | 15, 123. 60 495,706.68 | 2,362, 963.36 
Transmission plant | 
| 
343 Station equipment -__ = 87, 012. 51 13, 087. 04 | ‘ 13, 087. 04 | 100, 049. 55 
Distribution plant j | 


352 Station equipment -.--- 1, 057.12 | 9, 794.95 | 3 (10, 852. 07) 





General plant } } } 


372 Office furniture and equip- 

ment. 6, 312. 76 6, 885. 92 | (13, 198. 68)| (6, 312. 76) aul 
3773 !Tools and work equipment 5, 859. 92 (2, 534. 94)} (3, 324. 98)} 5, 859. 92) a 
378 Communication equip- | | 

ment - 6, 285. 02 1, 957. 94 1, 957. 94 §, 242. 96 


aE Sa . be a 
" (10, 214. 74)} 





8, 242. 96 





Total general plant_-- 18, 457. 70 6, 308. 92 | 





Total cost of project__| 1, 973,784.01 | 2 509,723.99 (12, 252. 13) 497, 471. 86 2, 471, 255. 87 
! 


( ) Denotes credit. 

1 See Commission Order issued Apr. 19, 1950 (9 F PC 668). 

2 Licensee’s filed statements also reflect a credit adjustment of $1,697.64 recorded in 1950 but applicable 
to the period prior to Jan. 1,1949. This credit adjustment was approved by the aforementioned Commission 
Order issued April 19, 1950. 

3 This amount includes an amount of $1,057.12 that was inadvertently approved as a part of project cost as 
of Dec. 31, 1948, by the aforecited Commission Order issued Apr. 19, 1950. 
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The Commission orders: 

(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The foregoing adjustments and accounting dispositions, as proposed by 
the staff and agreed to by the Licensee, are hereby approved and directed to be 
made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish and 
maintain control and detailed plant accounts for Project No. 1889 showing the 
debit amount of $497,471.86 as the net increase or change in the project cost for 
the period January 1, 1949, through December 31, 1958: and the total debit 
balance of $2,471,255.87 as the actual legitimate original cost of the project as of 
December 31, 1958, all as more specifically shown in the attached schedule clas- 
sified by primary plant accounts of the Commission's Uniform System of Ac- 
counts Prescribed for Public Utilities and Licensees. 

(D) Licensee shall within 60 days from the issuance of this order file three 
certified copies of its adjusting journal entries showing compliance with this 
order. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, PROJECT NO. 1390 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAT. PROJECT COST AND 
PRESCRIBING ACCOUNTING THEREFOR 


(Issued June 29, 1960) 


California Electric Power Company, Licensee for Project No. 1390,’ from 
time to time filed statements, pursuant to Section 4.1 of the Commission’s Regu- 
lations under the Federal Power Act, claiming for the period from January 1, 
1949, through December 31, 1958, project additions, retirements, and adjust- 
ments to project accounts resulting in (1) a $9,997.42 net increase in project cost 
over the previously determined amount of actual legitimate original cost of 
the project, $537,226.53, as of December 31, 1948,? and (2) a resulting total 
claimed actual legitimate original cost of the project as of December 31, 1958, 
of $547,223.95. The claimed net increase of $9,997.42 results from claimed 
and recorded project gross additions of $19,013.37, gross retirements of $7,975.85, 
a debit adjustment of $1,342.91 to the project plant accounts, and a credit of 


1The project is located on Mill Creek in Mono County, California, partly on lands of 
the United States within the Mono Nationa! Forest and partly on vacant public lands, 
and may be described as the Mill Creek project. The license (issued pursuant to Section 
4({e) of the Federal Power Act), authorizing the operation and maintenance of the con- 
structed project, is by its terms effective for a period of 50 years, commencing December 
1, 1936, and was issued originally to The Nevada-California Electric Corporation, the name 
of which was changed to California Electric Power Company, effective June 30, 1941. 

? The Commission, by order dated January 24, 1946 (5 FPC 347), determined the actual 
legitimate original cost of the project as of December 1, 1936. to be $513,442.62. By 
Commission order, issued April 19, 1950 (9 FPC 670), the project plant changes for the 
period from December 1, 1936, through December 31, 1948, were determined to result in 
a net increase in project cost in the amount of $23,783.91, thereby bringing the allowed 
project cost to $537.226.53 as of December 31, 1948. 

* Article 17 of the license and Section 4 of the Federal Power Act provide for Com- 
mission determination of the actual legitimate original cost of the project, whether in- 
eurred prior to the effective date of the license or on or after such date. 
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$2,383.01‘ to project Account 265.2, Contributions in Aid of Construction- 
Federal.’ 2nd is more specifically shown in the attached schedule. 

The Commission’s staff made a field investigation of the books and records 
of Licensee and other data for the purpose of ascertaining the correctness of the 
claimed and reeorded project cost changes and resulting project cost as of 
December 31, 1958. 

Following that examination, an agreement, subject to Commission approval, 
was reached between the staff and Licensee's representatives with respect to 
certain proposed adjustments involving (1) the elimination of $13,076.55 from 
the claimed and recorded project costs for the period from January 1, 1949, 
through December 31, 1958; (2) the transfer of the recorded but unclaimed 
cost of certain items in the amount of $1,831.25 as of December 31, 1958, from 
project to nonproject plant accounts: and (3) the accounting dispositions of the 
foregoing amounts. 

The proposed adjustments for the period from January 1, 1949, through De- 
cember 31, 1958. would result in a net decrease in the project cost during that 
period in the amount of $3,079.13, consisting of gross additions of $19,013.37, 
gross retirements of $7,975.85, a net credit adjustment of $11.733.64 to the plant 
necounts, and Contributions in Aid of Construction—Federal of $2.383.01; and 
the resulting revised actual legitimate original cost of the project as of De 
cember 31, 1958, would be $534,147.40. 

The proposed eliminations totaling $13,076.55 consist of the cost of meters, 
terminal facilities, and reclosing equipment located within the project area that 
are associated with nonproject transmission lines to Mineral County, Nevada, 
and the United States Naval Ammunition Depot at Hawthorne, Nevada. The 
cost of these items was inadvertently included as part of the approved project 
cost as of December 31, 1948, by the Commission’s order issued herein April 19, 
1950 (9 FPC 670). Staff recommends the inclusion of this adjustment, as an 
adjustment during the period from January 1, 1949, through December 31, 1958, 
in view of the fact that the correcting entries will be recorded upon Licensee’s 
books of account as of January 1, 1949. 

The items proposed to be transferred from project to nonproject accounts are 
eomposed of office furniture and equipment and tools and work equipment in the 
amount of $1,831.25 as of December 31, 1958. The cost of these items is not 
included as a part of Licensee’s claimed costs, but is included in the project 
costs recorded upon Licensee’s books of account. 

The proposed accounting dispositions of the amounts involved in the proposed 
adjustments to bring Licensee’s recorded project costs into agreement with the 
recommended project cost and changes tentatively agreed to between Licensee 
and the staff are shown by the following composite journal entry: 


Debit Credit 


100.1. Electric plant in service—nonproject $14, 907. 80 


100.1. Electric plant in service—project No. 1390___- $14, 907. 80 


After giving effect to the above adjustments, the Commission’s staff recom- 
mends and Licensee, by letter dated February 10, 1960, confirming its agreement 


This amount is composed of the sum of $1,342.91 transferred from detailed plant 
Account 393 pursuant to Commission Order No. 153, dated May 18, 1950, and of $1,040.10, 
representing a one-half interest in poles erected by the California Interstate Telephone 
Company which were conveyed without charge to Licensee in 1958. 

5 Licensee’s filed statements for the period January 1, 1949, through December 31, 1958, 
also reflect a credit adjustment of $272.40 recorded in 1950 but applicable to the period 
prior to January 1, 1949. This credit adjustment was approved by the aforementioned 
Commission order issued April 19, 1950. 
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to the proposed adjustments, including accounting dispositions, and resulting 
project costs for Project No. 1390 (Mill Creek) concurs that the Commission 
determine: (1) the net decrease or change in the actual legitimate original cost 
of the Mill Creek project during the period from January 1, 1949, through 
December 31, 1958, to be $3,079.13, comprised of gross additions of $19,013.37, 
gross retirements of $7,975.85, a net credit adjustment of $11,733.64 to the plant 
accounts, and Contributions in Aid of Construction—Federal of $2,583.01; and 
(2) the actual legitimate original cost of the Mill Creek project as of December 
31, 1958, to be $534,147.40, classified by project accounts of the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees as 
shown in the attached schedule. 

The Public Utilities Commission of California was advised by letter of this 
Commission dated April 26, 1960, of the proposed adjustments, including the 
accounting dispositions, and resulting project costs, as recommended by the 
Commission’s staff and agreed to by the Licensee as set forth above. By letter 
dated May 10, 1960, that Commission indicated no objection to the foregoing. 


The Commission finds: 


(1) Licensee, by its tentative agreement to the proposed adjustments, includ- 
ing the accounting dispositions and the resulting project costs, and its letter 
dated February 10, 1960, and the Public Utilities Commission of California, by 
its letter dated May 10, 1960, have obviated the necessity for notice and op- 
portunity to protest provided in Sections 4.4 and 4.5 of the Commission’s Regu- 
lations under the Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions, are 
reasonable and appropriate for the purposes of the Federal Power Act, and, 
therefore, should be approved and directed as hereinafter provided. 

(3) The net decrease or change in the actual legitimate original cost of Project 
No. 1390 from January 1, 1949, through December 31, 1958, is $3,079.13, com- 
prised of gross additions of $19,013.37, gross retirements of $7,975.85, a net 
credit adjustment of $11,733.64 to the plant accounts, and Contributions in Aid 
of Construction—Federal of $2,383.01 ; and the resulting actual legitimate original 
cost of the project as of December 31, 1958, is $534,147.40, classified by project 
accounts as shown by the attached schedule. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The foregoing adjustments and accounting dispositions, as proposed by 
the staff and agreed to by the Licensee, are hereby approved and directed to be 
made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish and 
maintain control and detailed project accounts for Project No. 1390, showing the 
credit amount of $3,079.13 as the net decrease or change in the project cost for 
the period January 1, 1949, through December 31, 1958; and the total debit 
balance of $534,147.40 as the actual legitimate original cost of the project as of 
December 31, 1958, all as more specifically shown in the attached schedule 
classified by project accounts of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees. 

(D) Licensee shall within 60 days from the issuance of this order file three 


certified copies of its adjusting journal entries showing compliance with this 
order. 
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ACTUAL LEGITIMATE ORIGINAL COST 


Changes from Jan. 1, 1949 through 














Allowed Dec. 31, 1958 | Allowed 
cost as of a A a a eS 
Account number and title Dec. : Dec. 31, 
1948 ! As claimed Adjust- (As adjusted 1958 
ments 
l (3 (3 4 (5 
Production plant—hydraulic 
Li and land rights $47, 067. 71 =n Pe 71 
Structures and improvements {8, 288. 89 $3, 425. 63 4 $3, 425. 63 §2 
Keservoirs, dams and waterw S__.| $12, 912. Of 2, 865. Li 2, 855. 11 17 
Waterwheels, turbines and gener- 
avors 7 on 
324 Accessory electric equipment 
325 Miscellaneous power-plant equip- 
ment ; 3, 932. 2¢ 217.85 217. 85 4,150.14 
326 Roads, railroads, and bridges 149.12 149. 12 149. 12 
Total production plant—hy- 
draulic. -- 475, 561. 3% 6, 647.71 6,647.71 | 482, 209. 04 
Transmission plant 
340 Land and land rights 230. 54 
341 Clearing land and rights-of-way 408. 37 obi 
343 Station equipment 9, 424. 42 $(12, 593. 98 I nt 
345 Poles and fixtures 8, 123. 60 2, 930. 77 
346 Overhead conductors and devices 7,601.15 834.22 
Total transmission plant - _- 55, 788. 08 (12, 593. 98) 7, 913. 57 
Distribution plant 
360 Meters. -- 482. 57 sic (482. 57 (482. 57) 
General plant 
370 Land and land rights 182.33 | 182.33 
378 Communication equipment 6, 555. 13 (290. 6 (290. 60 6, 264. 53 
393 Donations in aid of construction | 
Federal (1, 342. 91 21,342. 91 1, 342. 91 
Total general plant_ 1, 052. 31 1, 052. 31 6, 446. 86 





100.1 Total electric plant in service 
265.2 Contributions in aid of construc- 
tion—Federal (2, 383. 01) (2, 383. 01 (2, 383. 01) 


12, 380.43 | (13, O7¢ (696.12); 536, 530. 41 





Total cost of project _- 537, 226. 53 39 997.42 | (13,076.55 (3, 079. 13)| 534, 147. 40 


( ) Denotes credit. 

1 See Commission Order issued Apr. 19, 1950 (9 FPC 670 

2 The balance in this account was transferred to balance sheet Account 265.2, Contributions in Aid of 
Construction— Federal, pursuant to Commission Order No. 153, dated May 18, 1950 

3 Licensee’s filed statements also reflect a credit adjustment of $272.40 recorded in 1960 but applicable to 
the period prior to Jan. 1, i9. This adjustment was approved by the aforementioned Commission Order 
issued Apr. 19, 1950 








Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


COMMUNITY PUBLIC SERVICE COMPANY, DOCKET NO. E-6942 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued June 29, 1960) 


Community Public Service Company (Applicant), a corporation organized 
under the laws of the State of Delaware and domesticated in the States of New 
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Mexico and Texas, having its principal place of business in Fort Worth, Texas, 
filed an application on May 27, 1960, for authority, pursuant to Section 204 of 
the Federal Power Act, to issue unsecured, short-term Promissory Notes in the 
aggregate principal amount of $3,000,000 outstanding at any one time. 

The proposed Notes, payable to Fort Worth banking institutions from which 
Applicant may borrow funds, will be issued for periods not exceeding 120 days 
from the date of original issue or renewal thereof, and will have maturity dates 
not later than September 30, 1961. Each of the proposed Notes, whether issued 
as original Notes or renewal Notes, will bear interest at the particular rate in 
effect for such loans in Fort Worth, Texas, on the date of issue or renewal, as 
the case may be. The application states that none of the Notes proposed to be 
issued will be resold to the general public, and that no finder’s fee or other ne- 
gotiation fee, commission or remuneration will be paid in connection therewith 
to any third person. 

The Commission, in an order issued on June 11, 1959 (Docket No. E-6885), 
authorized the Applicant to issue short-term Promissory Notes in the aggregate 
principal amount of $3.500,000 outstanding at any one time. The proposed 
Notes were to be issued for periods not exceeding 120 days; were to have ma- 
turity dates not later than September 30, 1960; and bear interest at the pre- 
vailing rate in Fort Worth, Texas. Accordingly, the Applicant issued and paid 
off Notes from time to time, and now has one Note outstanding, dated March 10, 
1960, in the principal amount of $500,000, payable to the First National Bank 
of Fort Worth, Texas, and maturing in 120 days from date. Applicant expects 
to renew this Note on or about July 8, 1960, for an additional 120 day period, 
and requests authority to issue the renewal Note in the principal amount of 
$500,000 as a part of the Notes in the maximum principal amount of $3,000,000 
for which authorization is requested in the subject application. 

The proceeds from the Notes will be used to reimburse Applicant for con- 
struction expenditures heretofore made and to be made to carry out its con- 
struction program contemplated in 1960. The additions to be constructed to 
Applicant's public utility property in 1960 involve the expenditure of $5,416,600 
for additions to its electric plant and $134,100 for additions to its gas plant. 
The principal item of expenditure included within the $5,416,600 allocated for 
Applicant’s electric department is $3,695,700 for distribution facilities, consisting 
of extensions, interconnecting lines and stations, meters, services and trans- 
formers. 

Written notice of the application has been given to the Public Service Com- 
mission of New Mexico and to the Railroad Commission of Texas, and to the 
Governor of each of those States. Notice has also been given by publication in 
the Federal Register on June 10, 1960 (25 F.R. 5196), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before June 27, 1960, with the Federal 
Power Commission, Washington 25, D.C. No protest, petition or request to be 
heard in opposition to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore described and set forth in the Commission’s order issued June 11, 
1959, In the Matter of Community Public Service Company, Docket No. E-6885. 

(2) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $3,000,000, all as described above will constitute an issuance of securi- 
ties within the purview of Section 204 of the Act. 
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(3) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $3,000,000, all as described above, will be in excess of 5% of the par 
value of the other securities of Applicant, and, therefore, will not be exempt by 
virtue of Section 204(e) from the requirements of Section 204(a) of the Act. 

(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State Commission 
within the meaning of Section 204(f) of the Act, and the proposed issuance is, 
therefore, not exempt by virtue of that Section from the requirements of Section 
204 of the Act. 

(5) The proposed issuance of Promissory Notes is exempt from the competi- 
tive bidding requirements of Section 34.1a of the Commission’s Regulations under 
the Federal Power Act by reason of Paragraph 34.1la(a) (2) thereof. 

(6) The proposal issuance of Promissory Notes, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance of service by Applicant as a publie utility, and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The proposed issuance by Applicant of Promissory Notes in the aggre 
gate principal amount of $3,000,000, outstanding at any one time, whether an 
original issue or a renewal Note, upon the terms and conditions and for the pur- 
poses set forth in the application, all as described above, is hereby authorized, 
subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Notes to be issued pursuant hereto, being not later than September 30, 1961. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, PROJECT NO. 1388 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST AND 
PRESCRIBING ACCOUNTING THEREFORE 


(Issued June 30, 1960) 


California Electric Power Company, Licensee for Project No. 1388, from 
time to time filed statements, pursuant to Section 4.1 of the Commission’s Regu- 





1 The project is located on Leevining Creek in Mono County, California, mainly on lands 
of the United States within the Mono National Forest, and may be described as the 
Leevining Creek project. The license (issued pursuant to Section 4(e) of the Federal 
Power Act), authorizing the operation and maintenance of the constructed project, is 
by its terms effective for a period of 50 years, commencing December 1, 1936, and was 
issued originally to The Nevada-California Electric Corporation, the name of which was 
changed to California Electric Power Company, effective June 30, 1941. 
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lations under the Federal Power Act, claiming for the period from January 1, 
1949, through December 31, 1958, project additions and retirements resulting in 
(1) a $289,489.43 net increase in project cost over the previously determined 
amount of actual legitimate original cost of the project, $1,444,975.37 as of 
December 31, 1948,’ and (2) a resulting total claimed actual legitimate original 
cost of the project as of December 31, 1958, of $1,734,464.80.* The claimed net 
increase of $289,489.43 results from claimed and recorded project gross additions 
and gross retirements totaling $414,508.09 and $125,018.66, respectively,* and is 
more specifically shown in the attached schedule. 

The Commission’s staff made a field investigation of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed and recorded project cost changes and resulting project cost as of De- 
cember 31, 1958. 

Following that examination, an agreement, subject to Commission approval, 
was reached between the staff and Licensee’s representatives with respect to 
certain proposed adjustments involving (1) the elimination of $17,162.51 from 
the claimed and recorded project costs for the period from January 1, 1949, 
through December 31, 1958; (2) the transfer of certain items in the amount of 
$2,389.10 as of December 31, 1958, from project to nonproject plant accounts; 
(3) a reclassification of project costs within the project plant accounts in the 
total amount of $1,447.21; and (4) the accounting dispositions of the foregoing 
amounts. 

Based upon the proposed adjustments, the resulting revised net increase in the 
project cost would be $272,326.92, consisting of gross additions of $406,808.76 
and gross retirements of $134,481.84, and the resulting revised actual legitimate 
original cost of the project as of December 31, 1958, would be $1,717,302.29. 

The proposed eliminations totaling $17,162.51 are composed of the following 
items: 


Maintenance cost improperly capitalized____.__.__._------------- ($5, 000. 00) 
COT, CO iis ik cick ec cdbdow int wewwcinwwnnnies (9, 463. 18) 
Overheads: erroneously capitalizved..............................- (2, 699. 33) 

nn a a he ee ice eas Pleo (17, 162. 51) 


The items proposed to be transferred from project to nonproject plant ac- 
eounts consist of office furniture and equipment, and tools and work equipment. 
These items, in the net amount of $2,389.10 as of December 31, 1958, while not 
included as a part of Licensee’s claimed costs, are included as recorded costs 
upon Licensee’s books of account. 

The proposed reclassification within licensed project accounts of the amount 
of $1,447.21 (debit to electric plant Account 322, Reservoirs, Dams and Water- 


<« 


ways, and a credit to electric plant Account 321, Structures and Improvements), 


2 The Commission, by order dated January 24, 1946 (5 FPPC 342), determined the actual 
legitimate original cost of the project as of December 1, 1936 to be $1,418,907.24. By 
Commission order, issued April 19, 1950 (9 FPC 667), the project plant changes for the 
period from December 1, 1936, through December 31, 1948, were determined to result in a 
net increase in project cost in the amount of $26,068.13, thereby bringing the allowed 
project cost to $1,444,975.37 as of December 31, 1948. 

% Article 17 of the license and Section 4 of the Federal Power Act provide for Com- 
mission determination of the actual legitimate original cost of the project, whether in- 
curred prior to the effective date of the license or on or after such date. 

* Licensee’s filed statements for the period January 1, 1949, through December 31, 1958, 
reflect the net amount of $289,489.43, resulting from the above amounts of gross project 
additions and retirements, and a credit adjustment of $160.61 recorded in 1950 but ap- 
plicable to the period prior to January 1, 1949. This credit adjustment was approved 
by the aforementioned Commission order issued April 19, 1950. 
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cover the cost of labor and related construction overheads associated with 
Licensee’s Rhinedollar Reservoir and Poole Plant. 

The proposed accounting dispositions of the amounts involved in the proposed 
adjustments to bring Licensee’s recorded project costs into agreement with the 
recommended project cost and changes tentatively agreed to between Licensee 
and the staff are shown by the following composite journal entry: 


Dedit Credit 
100.1 Electric plant in service—nonproject___._------- $2, 389. 10 
250 Reserve for depreciation of electric plant—project 
Te WU ising acnstiien es dans een ata 
a eee len eee nee 7, 699. 33 
100.1 Electric plant in service—project No. 1388__-~-~-- $19, 551. 61 


After giving effect to the above adjustments, the Commission's staff recom- 
mends and Licensee, by letter dated December 8, 1959, confirming its agreement 
to the proposed adjustments, accounting dispositions and resulting project costs 
for Project No. 1388, (Leevining Creek) concurs that the Commission determine: 
(1) the net increase or change in the actual legitimate original cost of the 
Leevining Creek project during the period from January 1, 1949, through Decem- 
ber 31, 1958, to be $272,326.92, comprised of gross additions of $406,808.76 and 
gross retirements of $134,481.84; and (2) the actual legitimate original cost 
of the Leevining Creek project at December 31, 1958 to be $1,717,302.29, classi- 
fied by primary plant accounts of the Commission’s Uniforin System of Accounts 
Prescribed for Public Utilities and Licensees as shown in the attached schedule. 

The Public Utilities Commission of California was advised by letter of this 
Commission dated March 29, 1960, of the proposed adjustments, including the 
accounting dispositions and resulting project costs, as recommended by the 
Commission’s staff and agreed to by the Licensee as set forth above. By letter 
dated April 20, 1960, that Commission indicated no objection to the foregoing. 


The Commission finds: 


(1) Licensee, by its tentative agreement to the proposed adjustments, including 
the accounting dispositions and the resulting project costs, and its letter dated 
December 8, 1959, and the Public Utilities Commission of California, by its letter 
dated April 20, 1960, have obviated the necessity for notice and opportunity to 
protest provided in Sections 4.4 and 4.5 of the Commission’s Regulations under 
the Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions, are 
reasonable and appropriate for the purposes of the Federal Power Act, and, 
therefore, should be approved and directed as hereinafter provided. 

(3) The net increase or change in the actual legitimate original cost of Project 
No. 1388 from January 1, 1949, through December 31, 1958, is $272,326.92, com- 
prised of gross additions of $406,808.76 and gross retirements of $134,481.84; 
and the resulting actual legitimate original cost of the project as of December 
31, 1958, is $1,717,302.29, classified by primary plant accounts as shown by the 
attached schedule. 


The Commission orders: 


(A) The provisions of Section 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The foregoing adjustments and accounting dispositions, as proposed by 
the staff and agreed to by the Licensee, are hereby approved and directed to be 
made by Licensee. 

\(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for Project No. 1388, showing 
the debit amount of $272,326.92 as the net increase or change in the project 


sa Sa 
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cost for the period January 1, 1949, through December 31, 1958; and the total 
debit balance of $1,717,302.29 as the actual legitimate original cost of the project 
as of December 31, 1958, all as more specifically shown in the attached schedule 
classified by primary plant accounts of the Commission’s Uniform System of 
Accounts Prescribed for Public Utilities and Licensees. 

(D) Licensee shall within 60 days from the issuance of this order file three 
certified copies of its adjusting journal entries showing compliance with this 
order. 


Prosect No. 1388 (LEEVINING CREEK), CALIFORNIA ELECTRIC PowER COMPANY 


ACTUAL LEGITIMATE ORIGINAL COST 





Changes from Jan, 1, 1949, through 
Dec. 31, 1958 


Allowed cost Allowed cost 





Account number and title as of Dec. 31, | | as of Dec. 31, 
1948 ! As claimed Adjust- (As adjusted 1958 
ments | 
(1) (2) (3) | @) (5) 


/ - — a ied 


Production plant—hydraulic 





320 Lard and land rights_-_-_---- ad. NR Bio tees ae dtiemmantos oe ale $78, 331.19 
321 Structures aud improvements -- 184, 253. 53 $21, 260. 37 | $(1,447.21)| $19,813.16 | 204, 066. 69 
322 Reservoirs, dams, and water- | | 
ways... (4iethcansiucssions 854, 157. 68 233, 606.36 | (15, 715. 30)! 217,891.06 | 1,072, 048.74 
323 Waterwheels, turbines, and | | | 
RY aciis hates ose acct deat 154, 661.21 25, 215. 04 |_.... -----| 25,215.04 | 179, 876. 25 
324 Accessury electric equipment.._. 46, 314. 21 9, 420.25 |........----] 9, 420.25 55, 734. 46 
325 Miscellaneous powerplant | | 
OIE... ot ln cde 11, 702. 80 756. 23 }|------------] 756. 23 12, 459. 03 
Total production plant— 
SS See 1,329, 420.62 | 290,258.25 | (17,162. 51)| 273,095.74 | 1,602, 516. 36 
Transmission plant | 
343 Station equipment-_---......... 115, 554. 75 (2, 503. 80)}........- --| (2,593. 80) | 112, 960. 95 











General plant | 


| 
378 Communication equipment. -.. 1,824.98 | 1, 824. 98 

















Total cost of project. -.--- “1, 444, 975. 37 | (7,162. 51)| 272,326.92 | 1,717, 302.29 














( Denotes credit. 

1 See Commission Order issued Apr. 19, 1950 (9 F PC 667). 

2 Licensee’s filed stat2ments also reflect a credit adjustment of $160.61 recorded in 1950 but applicable to 
the period prior to Jan, 1, 1949. This adjustment was approved by the aforementioned Commission Order 
issued Apr. 19, 1950. 








Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, PROJECT NO. 1394 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST AND 
PRESCRIBING ACCOUNTING THEREOF 





(Issued June 30, 1960) 


California Electric Power Company, Licensee for Project No. 1394,* from time 
to time filed statements, pursuant to Section 4.1 of the Commission’s Regulations 


4 The pro ect is located on Bishop Creek, the North, South, and Middle Forks thereof, 
and Green, McGee, and Birch Creeks, Inyo County, California, affecting lands of the 
United States, some of which are within the Inyo National Forest, and may be described 
as the Bishop Creek project. The license (issued pursuant to Section 4(e) of the Federal 
Power Act), authorizing the construction, operation and maintenance of the project, is 
by its terms effective for a period of 50 years, commencing December 1, 1936, and was 
issued originally to The Nevada-California Electric Corporation, the name of which was 
changed to California Electric Power Company, effective June 30, 1941. 
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under the Federal Power Act, claiming for the period from January 1, 1949, 
through December 31, 1958, project additions, retirements and credit adjustments 
resulting in (1) a $1,729,111.72 net increase in project cost over the previously 
determined amount of actual legitimate original cost of the project, $3,605,824.43 
as of December 31, 1948,* and (2) a resulting total claimed actual legitimate 
original cost of the project as of December 31, 1958, of $5,334,936.15.2 The 
claimed net increase of $1,729,111.72 results from claimed and recorded project 


gross additions of $2,363,143.88, gross retirements of $630,001.51, net credit ad- 
justments of $1,127.62, to the plant accounts and Contributions in Aid of Con- 
struction-Federal of $2,903.03,‘ and is more specifically shown in the attached 
schedule. 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed and recorded project cost changes and resulting project cost as of 
December 31, 1958. 

Following that examination, an agreement, subject to Commission approval, 
was reached between the staff and Licensee’s representatives with respect to 
certain proposed adjustments, consisting of (1) the elimination of the net 
amount of $35,827.57 from the claimed and recorded project costs for the period 
from January 1, 1949, through December 31, 1958; (2) the elimination of cer- 
tain items totaling $152,216.56 from the project recorded costs; and (3) the 
accounting dispositions of the foregoing amounts. 

Based upon the proposed adjustments, the resulting revised net increase in 
project cost would be $1,693,284.15, consisting of gross additions of $2,327,347.25, 
gross retirements of $631,010.48, net credit adjustments of $1,127.62 to the plant 
accounts and Contributions in Aid of Construction-Federal of $1,925.00; and the 
resulting revised actual legitimate original cost of the project as of December 51, 
1958, would be $5,299,108.5s8. 

The proposed eliminations in the total net amount of $35,827.57 are comprised 
of the following items: 


Release from obligation to furnish free power_______---__--_~~- _ ($3, 306. 00) 
Operation and maintenance expenses improperly capitalized__._.._ (18, 745. 88) 
Unrecorded retirement and removal costs_______-._---__.___--_-_-. (1, 668.97) 
Nonproject property costs___- clei deat cae eatin (9, 492. 33 
Overheads applicable to removal costs_- iecansipaiiar chica eens ee (3, 592. 42) 
TE iii Te sstalonstowe ncn gis e geen celoae ana act (36, 805. 60) 
Fire insurance recoveries improperly credited to Account 265.2, Con- 
tributions in Aid of Construction—Federal__-__- ie inc ee Dl al oe 978. 03 
CE - iiss tain tn eatin tein reac | 





2The Commission, by order dated January 24, 1946 (5 FPC 349) determined the actual 
legitimate original cost of the project as of December 1, 1936, to be $3,390,504.60. By 
Commission order, issued April 19, 1950 (9 FPC 672), the project plant changes for the 
period from December 1, 1936, through December 31, 1948, were determined to result in 
a net increase in project cost in the amount of $215,319.83, thereby bringing the allowed 
project cost to $3,605,824.43 as of December 31, 1948. 

2 Article 22 of the license and Section 4 of the Federal Power Act provide for Commis- 
sion determination of the actual legitimate original cost of the project, whether incurred 
prior to the effective date of the license or on or after such date. 

4 Licensee’s filed statements for the period January 1, 1949, through December 31, 1958, 
also reflect credit adjustments of $9,055.80 to the plant accounts recorded in 1950 but 
applicable to the period prior to January 1, 1949. These credit adjustments were ar- 
proved by the Commission’s above-mentioned order issued April 19, 1950. 
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The amount of $152,216.56 proposed to be eliminated from the project 
recorded cost represents the cost as of December 31, 1958, of office furniture 
and equipment in the amount of $34,551.44 and tools and work equipment in the 
amount of $117,665.12. The costs of these items were not included as a part of 
Licensee’s claimed costs but are included as recorded costs upon Licensee’s 
books of account. 

The proposed accounting dispositions of the amounts involved in the proposed 
adjustments to bring Licensee’s recorded project costs into agreement with the 
recommended project cost and changes tentatively agreed to between Licensee 
and the staff are shown by the following composite journal entry: 


Debdit Credit 

100.1 Electric plant in service—nonproject____-_~- $161, 708. 89 
250 Reserve for depreciation of electric plant 

ta. hey Ss a cece 432. 89 
265.2 Contributions in aid of construction—Fed- 

eral——proiect NO. Thin since cncunwcwes 978. 03 
271 PEON Cech cnecncmemntinanmnon 25, 902. 35 
100.1 Electric plant in service—project No. 1394_...-----------_ $189, 022.16 


After giving effect to the above adjustments, the Commission’s staff recom- 
mends and Licensee, by letter dated February 10, 1960, confirming its agreement 
to the proposed adjustments, accounting dispositions and resulting project costs 
for Project No. 1394, (Bishop Creek), concurs that the Commission determine: 
(1) the net increase or change in the actual legitimate original cost of the Bishop 
Creek project during the period from January 1, 1949, through December 31, 
1958, to be $1,693,284.15, comprised of gross additions of $2,327,347.25, gross 
retirements of $631,010.48, net credit adjustments of $1,127.62 to the plant 
accounts, and Contributions in Aid of Construction—Federal of $1,925.00; and 
(2) the actual legitimate original cost of the Bishop Creek project as of Decem- 
ber 31, 1958, to be $5,299,108.58, classified by project accounts of the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees as 
shown in the attached schedule. 

The California Public Utilities Commission was advised by letter of this 
Commission dated April 26, 1960, of the proposed adjustments, including the 
accounting dispositions, and the resulting project costs, all as recommended by 
this Commission’s staff and agreed to by Licensee as set forth above. By letter 
dated May 10, 1960, that Commission indicated no objection to the foregoing. 


The Commission finds: 


(1) Licensee, by its tentative agreement to the proposed adjustments, includ- 
ing the accounting dispositions and the resulting project costs, and its letter 
dated February 10, 1960, and the California Public Utilities Commission, by its 
letter dated May 10, 1960, have obviated the necessity for notice and opportunity 
to protest provided by Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions, are rea- 
sonable and appropriate for the purposes of the Federal Power Act, and, there- 
fore, should be approved and directed as hereinafter provided. 

(3) The net increase or change in the actual legitimate original cost of Project 
No. 1394 for the period from January 1, 1949, through December 31, 1958, is 
$1,693,284.15, comprised of gross additions of $2,327,347.25, gross retirements 
of $631,010.48, net credit adjustments of $1,127.62 to the plant accounts, and 
Contributions in Aid of Construction—Federal of $1,925.00; and the resulting 
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actual legitimate original cost of the project as of December 31, 1958, is $5,299,- 
108.58, classified by project accounts as shown by the attached schedule. 


Progecr No. 1394 (BisHorp CREEK), CALIFORNIA ELEcTRIC PowER COMPANY 


ACTUAL LEGITIMATE ORIGINAL COST 










Changes from Jan. 1, 1949, through 


Allowed cost Dec. 31, 1958 Allowed cost 
Account number and title as of c as of 
Dec. 31, 1948} Dec. 31, 1958 





As claimed Adjust- | As adjusted 





ments 
() (2) (3) (4) (5) 
Production plant— Hydraulic 

320 Land and land rights_-. --.-- $144, 772. 22 $3, 306.00 | $(3, 306. 00))_............- $144, 772. 22 
321 Structures and improve- 

NE db inatitonnicaroratan 422, 429. 85 301, 915.87 | (10,710.70)| $291, 205.17 713, 635. 02 
322 Reservoirs, dams, and 

waterways............-- 1, 929, 793. 32 863, 307.87 | (18, 104. 89) 845, 203.07 | 2, 774,996.39 
323 Waterwheels, turbines, and 

SEE. 4. cennnccannsene 416, 487. 79 69, 340. 14 (49. 10) 69, 291, 04 485, 778. 83 
324 Accessory electric equip- 

iia cainihnincetaiietttl 130, 760. 28 124, 271.84 | (i, 372. 23) 122, 899. 61 253, 659. 89 
325 Miscellaneous powerplant 

GE enccekececsmnn 20, 527. 27 7, 922. 98 (153. 59) 7, 769. 39 28, 206. 66 
326 Roads, railroads, and 

Wi kdccdmsesnacesdasn 1, 160. 54 13, 210. 23 (37. 67) 13, 172. 56 14, 333. 10 







Total production 


plant—hydraulic...} 3, 065,931.27 | 1,383, 274.93 | (33, 734.09)| 1,349, 540.84 | 4, 415, 472. 11 








Transmission plant 














340 Land and land rights. __.... 150. 85 Ce acicemananaigiil (13. 15) 137.70 
342 Structures and improve- 
lai at ieee 5A, 148. 35 19, 863. 56 (8. 08) 19, 855. 48 74, 023. 83 
343 Station equipment... ..-.... 386, 065. 43 309, 752.47 | (2,947.51)| 306, 804.96 , 870. 39 
344 ‘Towers and fixtures. ....... 10, 258. 54 2, 349. 50 (21. 98) 2, 327. 62 12, 586. 06 
345 Poles and fixtures. -.......-. 10, 028. 49 15, 772. 30 (69. 06) 15, 703. 24 25, 731. 73 
346 Overhead conductors and 
CT cicaninnintingieocitinl 27, 616. 47 4, 771, 07 (24. 88) 4, 746. 19 32, 362. 
349 Roads and trails_.........-- GE WU Eeusscaiacetateinconcaenentbleaceoctesanaa 533. 13 
Total transmission 
Phebe caSinde incon 488, 821. 26 352, 495. 75 (3, 071. 51) 340, 424. 24 838, 245. 50 
Distribution plant 7 
350 Land and land rights_......}-.....-...-.-- i sccctiem andi 13. 15 13. 15 
352 Station equipment....... - 27, 242. 99 DR DOAGO NN sicessiscc.- 1, 354. 89 28, 597. 88 
354 Poles, towers, and fixtures__ 4, 956. 86 iat iet nana 714. 40 5, 671. 26 
355 Overhead conductors and 
GIVI. Spec es pcimmatteses 10, 439. 30 AE, ceccnseys (139. 16) 10, 300. 14 
Total distribution | 
ath cin wnesin genie 42, 639. 15 1, 943. 28 |. sai 1, 943. 28 44, 582. 43 
General plant ra 2 
378 Communication equipment. 8, 432. 75 (5, @99. 21)}..........-- (5, 699. 21) 2, 733. 54 
100.1 ‘Total electric plant in serv- | t 


ice 
265.2 Contributions in aid of con- 
struction—Federal._.._--. 


3, 605, 824.43 | 1,732,014.75 | (36,805. 60)} 1, 695, 200, 15 | 5, 301, 033. 58 
} 
bbbisese eebb (2, 903. 03) 978. 03 (1, 925. 00) (1, 926. 00) 


3, 605, 824. 43 | |?1, 729, 111. 73 2 | (35, 827. 57)) 1,693, 284. 15 | 5, 299, 108, 58 


Total cost of project_. 
! i 





( ) Denotes credit. 

1 See Commission Order issued Apr. 19, 1950 (9 F PC 672). 

? Licensee’s filed statements for the period Jan. 1, 1949, through Dec. 31, 1958, also reflect credit adjust- 
ments of $9,035.80 recorded in 1950 but applicable to the period prior to Jan. 1, i949. These credit adjust- 
ments were approved by the Commission’s above-mentioned order issued Apr. 19, 1950. 


The Commission orders: 
(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purpose of this order. 


676—806—64——__59 
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(B) The foregoing adjustments and accounting dispositions, as proposed by 
the staff and agreed to by the Licensee, are hereby approved and directed to be 
made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed project accounts for Project No. 1394, show- 
ing the debit amount of $1,693,284.15 as the net increase or change in the project 
cost for the period January 1, 1949, through December 31, 1958; and the total 
debit balance of $5,299,108.58 as the actual legitimate original cost of the project 
as of December 31, 1958, all as more specifically shown in the attached schedule 
classified by project accounts of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees. 

(D) Licensee shall within 60 days from the issuance of this order file three 
certified copies of its adjusting journal entries showing compliance with this 
order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


THE CALIFORNIA OREGON POWER COMPANY, PROJECT NO. 1927 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL COST OF PROJECT AND PRESCRIBING 
ACCOUNTING THEREFOR 


(Issued June 30, 1960) 


The California Oregon Power Company, Licensee for project No. 1927,? at 
various times between May 31, 1951, and October 15, 1957, filed statements of 
claimed initial cost and net changes in project cost with respect to the several 
developments comprising its North Umpqua Project pursuant to Section 4.1 of 
the Commission’s Regulations under the Federal Power Act, as more specifically 
shown in the attached schedules. In summary, the total resulting claimed and 
recorded actual legitimate original cost of the North Umpqua Project as of 
December 31, 1957 is $57,911,103.05. 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed and recorded project costs. Following that study, conferences were 
held at various times between the staff and Licensee’s representatives resulting 
in tentative agreement, subject to Commission approval, with respect to a num- 
ber of proposed adjustments involving (1) the reclassification of certain proj- 
ect property not affecting total claimed and recorded project costs; (2) the 
elimination of the net amount of $23,127.40 from the claimed and recorded proj- 
ect costs as of December 31, 1957, and (3) the accounting dispositon of all 
amounts involved in the proposed adjustments. Based upon the proposed ad- 
justments, the resulting total actual legitimate original project costs as of De 
cember 31, 1957, would be $57,887,975.65. 

The proposed adjustments resulting in the elimination of the net amount of 





1The project is located on the North Umpqua River in Douglas County, Oregon, and 
lands of the United States within the Umpqua National Forest. It may be described, 
generally, as Licensee’s North Umpqua Project. Overall, the project includes eight hydro- 
electric generating stations, a number of transmission lines and switching stations and 
certain common utility plant. The license authorizing the construction, operation and 
maintenance of the project was issued pursuant to Section 4(e) of the Federal Power Act 
and is by its terms effective for a period of fifty years commencing January 30, 1947. 

2 Article 28 of the license provides for Commission determination of the actual legiti- 
mate original cost of the original project and of any addition thereto or betterment 
thereof. 


ih Le 
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$23,127.40 from the claimed and recorded project costs are composed of the 
following items: 
Items improperly capitalized : 


CEN Ce icidineintineinnnnnnmninacinmamamadinmamainn ($5, 667. 63) 
Dapiiention OF TuenOP CRATIUG xn ccm cnesssecusnae ( 7, 471. 96) 
Defaication-in- labor payroll... o2— ssc secesewncccnccucnccua ( 1,519. 93) 
Se Ge OT TTR NE CO nies ecient oitceinisinensectinionie ( 9, 595. 44) 
Excessive project charges: 
ERE Gl ee I I occ cecinientintnnncndasadwimneens ( 6, 587.96) 
ON OO a i ccttletllan tale 1, 170. 60 
Overhead on: delayed payments... o.i2u2......... 4s ( 1, 467. 84) 
Overheads added to contract costs in error___________________ ( 3,529. 05) 
are se | Cn se oe h ccnsemnneus Sd (15, 271. 45) 


Additive adjustments: 
Correction of erroneous charge to Soda Spring plant not in- 


cTuded fu: Slide Creme iain ne nt 19, 288. 32 
Correction of charges for poles, crossarms and insulators trans- 
ferred between plants without book entry__._--.---------_ 13, 626. 59 
Correction of other erroneous charges—net____..----_--_---~ ( 1, 988. 00) 
Nonproject item, duplications, omissions, clerical errors, ete. (net). ( 4, 113. 65) 


(23, 127. 40) 
All of the above adjustments, as proposed by the staff, relating to the claimed 
and recorded costs of the several plants, lines, and other project property, with 
the exception of the adjustments proposed tu the initial cost of the Lemolo No. 2 
plant, were recorded by Licensee in its books of account prior to December 31, 
1957.. The latter adjustments are unrecorded at present. The accounting dis- 
position of all amounts involved in the proposed adjustments and to bring 
Licensee’s books of account into agreement with the recommended cost of the 
project. property as of December 31, 1957, are shown by the following composite 
journal entry : 
Credit Debit 
100.1 Electric plant in service—Lemolo No. 1 
COI SUNN, BUUREN Ein catlnnteh acentnesceaeaaianitmagiciinaten $11, 356. 35 
100.1 Electric plant in service—Lemolo No. 2 
OCUINCG. EMU | RUUD ei scicsekicascpacanciiehiiniccnamnascuaien 4, 158. 02 
100.1 Electric plant in service—common (project 
DOA, Fe Dacca Rbeaadatinsialnin 1, 076, 415. 90 
125. Accounts receivable.................-.. 9, 595. 44 
148. Cheering GCOOtNtR sis ih oo sii hci 4, 996. 89 
230. Other current and accrued liabilities..._..__ 6, 800. 00 
271. Warmed -@usplus ccsie bs entice cn seis 4, 049.13 
100.1 Electric plant in service—Toketee 
( progiet Mao: 1908) iis dt dectieatiincntigssiacucindn $161, 698. 41 
100.1 Electric plant in _ service—Slide 
Creek (project No: 1027) 202.2. .02i35-20. nus, 165,663. 12 
100.1 Electric plant in  service—Soda 
Springs (project No. 1927)-..-..........._-_ 255 
100.1 Electric plant in  service—Fish 
Crees (project Noi:1027) sos c een ent) cect cn 15, 406. 83 
100.1 Electric plant in service—Clear- 
water No. 1 (project No. 1927) —----- Sicilian bieenlse 206, 668. 30 
100.1 Electric plant in service—Clear- 
water No. 2 (project No. 1087) ....<...ssssass 


, 927. 48 
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After giving effect to the above adjustments, the Commission’s staff recom- 
mends and Licensee’s representatives concur that the Commission determine 
the actual legitimate original cost of the component developments of the North 
Umpqua project to be as follows: 





Recommended| Recommended 






Plant Recommended) Initial cost, net changes cost as of 
as of— amount throug’ Dec. 31, 1957 
Dec. 31, 1957 

ON ii giana neegenpan nam eiigienainen atime May 31,1951 | $7,903,932.44 | ($129, 600.62)| $7,774,331. 82 
OO CON 8 ow ccced sci ccc ccensvecucsete Oct. 31,1951 | 4,084, 037. 57 39, 855. 27 4, 123, 892. 84 
PD itiscncncsencnennacesresananee July 31,1952 | 4,341,022. 72 89, 082. 62 4, 430, 105. 34 
EE cnkcnctenianictemecnencodoannseaae Feb. 28,1953 | 3,975, 897.85 14, 105. 14 3, 990, 002. 99 
‘Transmission Line No. 46....-......-.--.-- Apr. 30,1954 | 1,395, 722.18 (4, 862.77)| 1,390, 859. 41 
I I Gas ca pukdchauednaGwoseuneads Feb. 28,1954 | 4,520, 686. 92 42, 685. 93 4, 563, 372. 85 
Clearwater No. 2. ---| Dec. 31,1954 | 6,372, 674. 94 21, 402. 39 6, 394, 077.33 
NII iiss a ciceieinmicimpipretcans Dec. 31,1955 | 9, 535, 426.34 (7, 292.69)| 9, 528, 133. 65 
PIO Dic ciactcscnemissucrteeed June 11, 643, 665. 13 (109, 947.34)| 11, 533,717. 79 
‘Transmission Line No. 1, 051, 853. 58 79, 078. 08 1, 130, 931. 66 
‘Transmission Line No. 231, 645. 51 (2, 060. 05) 229, 585. 46 
‘Transmission Line No. 263, 781. 13 (139, 029. 68) 124, 751. 45 
Transmission Line No. 53__.........--.---- D 330, 932. 70 ll 330, 932. 81 
Transmission Line No. 55......-.-.-------- 20, 926. 91 5, 285. 80 26, 212.71 
RO ROUT «vn nnn onde socteieenmmanbagiiice aes bieeniaste 117, 811. 05 117, 811. 05 
TEE «ov nos acocunsusccdicesonnsntanaunabieecunenmnsmae 190, 352. 33 190, 352. 33 
Soda Springs Switch Station_ 6 57, 508. 49 325. 90 57, 924. 39 
ET Er III. « dccnniannocekisnie temisniiadeseeinhiiallicadneiindiiiiadend 222, 798. 71 222, 798. 71 
CO nincccecickasncicceusccecceas 1, 046, 768. 07 681, 413. 02 1,728, 181. 06 

Es bie cka jShbsndunauntnecnduesboss nanonaeaacedl 56, 776, 572.45 | 1,111,403.20 | 57,887,975. 65 


On Jtily 1, 1958, Licensee filed supplemental (revised) statements of claimed 
actual legitimate original cost for the several generating plants, lines, and other 
project property, showing the proposed adjustments, including the accounting 
dispositions, and recommended resulting total project cost as of December 31, 
1957, by the various classifications of property comprising project No. 1927. 

The Public Utilities Commissioner of Oregon and the Hydroelectric Commission 
of Oregon were separately advised by letters of this Commission dated April 16, 
1959, of the proposed adjustments, including the accounting © dispositions, 
and resulting project cost, all as recommended by the Commission’s staff and 
agreed to by the Licensee as set forth above. By their respective telegrams 
dated June 25, 1959, and June 26, 1959, the Public Utilities Commissioner of 
Oregon and the Hydroelectric Commission of Oregon indicated no objection to 
the foregoing. 


The Commission finds: 


(1) Licensee, by its tentative agreement to the proposed adjustments in- 
cluding the accounting dispositions, and the resulting project costs and the 
supplemental statements which it filed, and the Public Utilities Commissioner of 
Oregon and the Hydroelectric. Commission of Oregon by their respective tele- 
grams dated June 25, 1959, and June 26, 1959, have obviated the necessity for 
the notice and opportunity to protest provided in Sections 4.4 and 4.5 of the 
Commission’s Regulations under the Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions, are 
reasonable and appropriate for the purposes of the Federal Power Act, and, there- 
fore, should be approved and directed as hereinafter provided. 

(3) The actual legitimate original cost of the component developments of the 
North Umpqua project is as set forth in summary form at page 3 of this order; 
and in the attached schedules; and the total actual legitimate original cost of 
the project, as of December 31, 1957 is $57,887,975.65, classified by primary 
project accounts as shown in the attached schedules. 








FEDERAL POWER COMMISSION 


The Commission orders: 
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(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 
(B) The adjustments, including the accounting dispositions, as proposed by 
the staff and agreed to by the Licensee, are hereby approved and directed to be 


made by Licensee. 


(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed accounts for project No. 1927, showing the 
total debit balance of $57,887,975.65 as of December 31, 1957, classified by indi- 
vidual plants and other property classifications and by prescribed accounts of 
the Commission’s Uniform System of Accounts, as shown in the last column of 
the attached schedules A-1 to A-13, inclusive. 

(D) The Licensee shall, within 90 days from the issuance of this order file 
FPC Form No.7 showing compliance with this order. 


SCHEDULE A 


ACTUAL LEGITIMATE ORIGINAL Cost OF NORTH UMPQUA PROJECT AS OF 
































Dec. 31, 1957 
Total claimed Distribution Determined 
and recorded | Staff ad- of indirect Reclassifica- cost as of 
costs asof | justments jand overhead tions Dee. 31, 1957 
Dec. 31, 1957 costs 
a | 

ee if, ae $9, 047, 218.63 | $(6, 526. 11) aes ha $(1, 266, 360. 70) |$7, 774, 331. 82 
2. Slide Creek Plant............. 4, 388, 841. 51 Se Ee OE Lacecunnescs aio (285, 425. 11)| 4, 123, 892. 84 
3. Soda Springs Plant--.---.....- 4, 798, 000. 51 (2, 282. 77)| RD cisapesncmniaied (365, 612. 40)| 4, 430, 105. 34 
4. Fish Creek Plant.__.......-- 4, 012, 692. 46 J) ae | (18, 020. 18)| 3, 990, 002. 99 
5. Clearwater No. 1 Plant.-_..-- 5, 039, 094.58 | (10,074. 34))............. (465, 647. 39)| 4, 563, 372. 85 
6. Clearwater No. 2 Plant.._._-- 6, 715, 664. 54 i icnciesadenisake (315, 424. 05)| 6, 394, 077. 33 
7. Lemolo No. 1 Plant..........-. 9, 847, 710. 00 |....._-_-- RELA (319, 576, 35)| 9, 528, 133. 65 
8. Lemolo No. 2 Plant......_..._/11, 550, 486.68 | (20,376. 70)|.........-...- 3, 607. 81 |11, 533, 717. 79 
9. Transmission Line No. 39-__.. 70, 076. @ |........... Ranh ceed 1, 051, 853. 58 | 1, 130, 931. 66 
10. Transmission Line No. 46_..--. 1, 440, 486. 02 ee Oe Pe crnrerisetetstacines (57, 598. 49)| 1, 392, 905. 11 
11. Transmission Line No, 42....- | SS ee 231, 645. 51 229, 585. 46 
12. Transmission Line No. 51...-- ee eee 263,781.13 | 124,751.45 
13. Transmission Line No. 53... SI iia chides ianinslinheesteceindionaiogl 330,982.70 | 330,932. 81 
14. Transmission Line No. 55__-. RU Ccacawnsuce Recsadeconuctanmnta 20, 926. 91 26, 212. 71 
15. Transmission Line No. 57-...-- NE Nesnccacced RS icles nn ecttnernseath BiabdcaadiN ences 117, 811. 05 
16. Toketee Switching Station__-- 190, 3&2. 33 |. Ristanncemccneies eee 190, 352. 33 
17. Soda Springs Switching Sta- } 

Ro cccnah die Sitinetinnncsciiins 325. 90 |---- a Reeed id 57, 598.49 | 57, 924. 39 
18. Clearwater Switching Station.} 222,798.71 |.......-- oe ea pee ------| 222,798.71 
19. Common plant................ 598, 391. 57 @ SRD Es: at...... 1, 138, 318. 54 | 1, 728, 181. 06 

Total Account 100.1—elec- | 
tric plant in service. 57, 913, 148.75 | (23,127. 40)| Saiiscindelahoatidesaslaiaieltn clainiciasteat ‘ 57, 890, 021. 35 
Account 265—contributions in aid | | 
of construction (Transmission | 
EO IO. Gi intel chncnnnnstsie I Fa het a Bi da ib amcen bisa baied (2, 045. 70) 
Total actual legitimate orig- | 
i niiisnc nt caconies 157, 911, 103.05 | (23, 127. 40)|..........----|------- Z 57, 887, 975. 65 
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AcTUAL LEGITIMATE ORIGINAL Cost OF TOKETEE PLANT AS,OF Dec. 31, 1957 





321 
322 
323 
324 
325 
326 


340 
341 
342 
343 
345 


349 


378 


61 


REST 


67 


80 Earnings 


Hydraulic production plant 


P expense. 
76 MON. scence cece 


Structures and 
ments. 

Reservoirs, dams, and water- 
ways. 

Waterwheels, turbines, and 
generators. 

Accessory electric 
ment. 

Miscellaneous 
equipment. 

Roads, railroads, 
bridges. 


improve- 


equip- 
powerplant 


and 


Transmission plant 


Land and land rights-_------- 
Clearing land and rights-of- 
way. 
Structures 
ments. 
Station equipment-__....-.---| 
Poles and fixtures- - - 
Overhead conductors and 


and improve- 


| 
devices. | 


Roads and trails. 


General plant 
Communication equipment. 
Total direct costs.....- 
Indirect contruction costs 


Temporary 
facilities. 
Construction equipment 
Camp and commissary 
Labor expense---.........-.-- 
Superintendents, timekeep- 
ers, clerks, etc. 
Insurance, injuries and 


Total indirect cost. .... 
Overhead construction costs 


Engineering 
Law expenditures. -- 
SI sachs sheila 
ee eka coded aicsaentinl 
Administrative and general 





Total overhead con- 
struction costs. 


Earnings and erpenses 


I and expenses 
during construction. 


construction 



































1,010, 621. 37 


225, 456. 93 | $(2, 179. 72) 








(4, 164. 00) 


Total Distribution 
claimed and | Staffad- | ofindirect | Reclassifica- | Determined 
recorded costs} justments jand overhead tions cost as of 
as of Dec. costs Dec. 31, 1957 
31, 1957 
$339, 098. 02 |...--------- $190, 049. 39 $2, 386. 05 $531, 533. 46 
£5008; 008, 90 '}2505....5.4 1, 134, 232. 23 6, 088.89 | 5, 198, 924. 31 
ey eee 156, 935. 93 3,624.28 | 1,349, 793. 61 
roy | 29, 271. 73 541. 96 205, 117. 00 
STURT ciccccin ncn 4, 984. 61 11. 26 32, 979. 71 
50B OBL WO Een resccnes 70, 739. 96 (169, 286. 87) 40, 104. 78 
5, 928, 873. 45 |-.--..------ 1, 586, 213. 85 (156, 634. 43)} 7, 358, 452. 87 
Sef cccccscace 28, 433. 64 oS) 
BOG, Ot. 1D bona cescescod 79, 703. 52 (343, 630. 71)|.--.---------- 
64, 508. 93 |......------ 27, 794. 01 455. 50 92, 758. 44 
276, 585. 44 |......-..--- 45, 644. 43 890. 64 | 323, 120. 51 
-| 160,337.19 |-- 42, 043. 41 (202, 380. 60)|..-.---------. 
296, 512. 96 58, 368. 99 (254, 881. 95)}-.-.---------. 
| | | 
ee 83. 28 (206, 9B) i s-...-5.2..... 
1. 1, 106, BE Sb Pas See | 282,071. 28 | (1,050, 507. 44)| 415, 878. 95 
9B, 778. D jw ~~ aeccce 13, 035. 51 (52, 808. 71)|-..--.-------- 
= isaac ta ies 
7, 152, 961. 76 |......-.----| 1,881, 320. 64 | (1, 259, 950. 58)| 7, 744, 331. 82 
—=} 1 } = 
$00;000091 |.....2.- 222 (349, 289. 24) (10,600. $7)}...........-.-. 
| 213,310. 86 pice cased | (178, 715. 40) (34, 595. 46)|-.------------ 
230, 994. 90 |. | (286,794. 10) 55, 790. 20 |....-..--.---- 
26, 310. 71 |. (26, 310. 66) (. @)j...........-<5 
ow eee | (187, 525. 35) GO eedesiccetacs 
(5 118 i... | 28, 085. 85 S00) 2. W Tesco 
| 
: RE te (3, 908. 47)) (24, 708. 44)}.. 222. 2552ke 





| (401, 345. 08) | 











| 


"9, 047, 218. 63 | 











(6, 526. 11)| 





SU 4c cw caeenece (138. 24)| 
-| 11, 182. 53 | 633.64 | (8, 867. 57) 
ew |. ....2..-- | (23, 308. 45) 
Si 0h. 94 10k | (74, 799. 35) 
380,812.73 | (4, 980. 03)| (375, 832.70) 
| 893, 063. 62 | (6, 526. 11)| (884, 291. 39) TT... <sccse cane 
| | 
| 
ae ts)... -:.---. | RE Betta hc coadsiews 
| 


(1, 266, 360. 70)| 7, 774, 331. 82 
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ACTUAL LEGITIMATE ORIGINAL Cost OF SLIDE CREEK PLANT AS OF DEC. 
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SCHEDULE A-2 


| Distribution | 
of indirect 


Total 


claimed'and)| Staff ad- 


901 


31, 1957 


Reclassifica- | Determined 



































































lreestdad costs| justments | land overhead tions cost as of 
as of Dec. | costs Dec. 31, 1957 
31, 1957 
aii a — 
Hydraulic production plant | 
| 
321 Structures and improve- 
TUE save diipenenigecnenhe (aE | $138,097.72 | $4,353.03 | $386, 613. 37 
322 Reservoirs, dams, and water- | 
Io cacsss cpeniiegptineencitincieitiais b 1, Mi, 728.6 }.....-- 256 909, 100. 29 | 28, 514. 93 2, 859, 340. 30 
$23 Waterwhedis, turbines, and 
CU etisiiiccnndenai } 575, 138.03 |-...--..-..- 83, 295. 45 | 477. 68 | 658, 911. 16 
324 Accessory‘electric equipment tf . | Seis 15, 452. 16 301. 01 | 100, 403. 10 
325 Miscellaneous power plant | | | 
equipment -_.............. } 21, 987. 65 | $19, 288. 32 | 5, 412. 85 | (43, 774. 43) 2, 
326 Roads, railroads, and bridges.| 124, 133.13 |__.-..------ 31,466.74 | (155, 599. i acne intel 
tide antiidin 2, 971, 796. 44 19, 288. 32 | 1, "182, 825. 21 (165, 727.65); 4,008,1 
Transmission plant =" , — aes ‘| ee 
341 Clearing land and rights-of- 
WH ctilecdieitiiciatinienadaoms 46, 822. 86 22, 734. 77 (69, 557. 63)|.......- 
343 Station equipment--.........| 103, 634. 32 12, 011. 67 64. 53 115, 710. 52 
345 Poles and fixtures. _...._.... | 16, 501. 23 4, 610. 11 (8 RE ten nannetenaan 
346 Overhead conductors and 
Go ncaiececenitine denen SE GE Btecciconncns 4,779. 48 | (29, 093. 02) | eeaiiineiaainds 
Total..........--.-----| 191, ‘271. NO ie ssaieeatacaell 44, 136. 03 (119, 697. 46) | 115, 710. 52 
Total direct costs... "3, 163, 068. 39 ~ 19, 288. 32 ’. 228, 961. 2 x ~ (285, 425. 1) 4 128, 802. 84 
Indirect construction costs 7 : % — a 
| 
61 Temporary construction fa- 
i ten sti tathssibtnilitnnsisigeo ibis Eh GEE Pxeccntpeccsen SE Lncttnantardieadtadiaseduntitainn 
62 Construction equipment._..| 206, 420.20 |_......_.._- NI c.chsa necascens iebseeabiehaslaescaiiad 
63 Camp and commissary ...... 199, 635. 38 |............ 60 EEE » 
64 Labor expense__...........-. | ae eee | ell eee 
65 Superintendents, timekeep- | } 
GER, GRIN) GOR. . .ccncccccige | en 8. | i ceatieabntinciats 
66 Insurance, injuries, | 
damages... 3 eee | 19, 954. 07 | 
6 ee 8,234.85 |.......-.--|__ (8, 234. 85) |- 
Total indirect costs... 752, 523. 9 ee (7 752, 523, 69) ics aosnchnaliomdegageeapainanidss eeamesleticintl 
Overhead construction costs a 7 | : F = 
71 Engineering 251, 556.35 |............ | (251, 556. 35) 
73 Permits -- | 2, 924. 86 | 60. 02 | (2, 984. 88) |... 
Te nie ca ication neil 7, 244. 80 1, 128. 10 | (8, 372. 90) | 
76 Administrative and general | | | 
Co ee ee SLED Iesesunasaes (35, 656. 18) | 
Fe) Bin ccdensancamicdetnn  & | | | ) | | Ds 
Total overhead con- | | | 
struction costs......- 488, 145. 89 1, 188. 12 ee 
Earnings and erpenses | 
80 Earnings and expenses dur- | 
ing construction..........- } (4, 896. 46) | ithnewndesinael OIE GE Binnie enseenrneiieiinelnnieasiaaminniok 
Wenccdicinasaatnndl | 4, 388, 841. ‘51 SSG he cccvadicne (285,425. 11)| 4, 123, 892. 84 


1 Reflects certain staff reclassifications of claimed cost between accounts. 


| 
' 
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61 Temporary construction fa- 


RSL 


66 Insurance, injuries, and dam- 


DDS ccdiactunctceinwenenie aE 13, 450. 29 
OF i iaitthe tiene cic akdenee IE OE Beinn nsinecn (25, 779. 70) 
Total indirect costs__.-- SG Se Eien os cccae 




















FEDERAL POWER COMMISSION 


SCHEDULE A-3 








Total Distribution 






AcTUAL LEGITIMATE ORIGINAL Cost oF Sopa SPRINGS PLANT AS OF DEc. 31, 1957 














claimed'!and/} Staff ad- of indirect Reclassifica- | Determined 
recorded costs} justments jand overhead tions cost as of 
as of Dec. costs Dec. 31, 1957 
31, 1957 
Hydraulic production plant 

Structures and improve- 
IS caieids teen a ocapicocintes oe) ee $240, 490. 78 $7, 765. 60 $676, 023. 04 

= dams, and water- 
ae Ot oe 1, 954, 255. 94 ($150.13)| 947,044. 90 28,152.43 | 2,929, 303.14 

WwW rater wheal, turbines, and 
I ele ctcrccaucineaes 536, 662.58 | (1,470. 22) 85, 392. 22 525. 56 621, 110. 14 
Accessory electric equipment. | eee 15, 724. 56 277. 58 100, 848. 10 

Miscellaneous power plant 
equipment- GRE ES |nanSa cna ene 1, 018. 51 33. 6, 993, 94 
Roads, railroads, “and bridges. SEE Toacanaeenos 66, 482. 72 (202, 806. 96] .............. 
icrencaiscacacmeincnntte 3, 235, 559. 39 (1, 620. 35)| 1, 356, 153. 69 (255, 814.37)| 4,334, 278.36 
Transmission plant x i : 

Clearing land and rights-of- 
itt tei taeen nieen-aionamnas 3 | 22, 566. 02 (66, 744. » cient ieiitinsnibanih 
Station equipment. ----_-..... 84, 660.75 |......------ 11, 129. 21 37. 02 95, 826. 98 
Towers and fixtures_-_--.....-. <4 | ee 2 297. 89 (8, 050. 67) }..........-... 
Poles and fixtures... --_.....- 88 ee 5, 767. 55 Gee EE Bei inncttethaascncs 

Overhead conductors and 
SPU tities trranins attnehieessemernies Py EE doocscnensieie 3, 225. 05 CE  Sittndcnacacoee 
ea gS 44, 985. 72 (109, 233. 15) 95, 826. 988 

General plant 

Communication equipment. i 116. 41 OO a 
Total direct costs._.... 3, 396, 082. 27 1, 401, 255. 82 (365, 612. 40) 4, 430, 105. 34 











Indirect construction costs 


SN ete ete achewen 
Construction equipment 
Camp and commissary ---..-- 
Labor expemse._...........-- 
Superintendents, timekeep- 

ers, clerks, etc--_-- 


249, 590. 98 

267, 276. 73 

168, 265. 42 |- 
14, 809. 16 


(249, 590. 98) 
(267, 276. 73) 








(14, 809. 16) 
(137, 833. 75) 





137, 833. 75 


(168, 265. 42)|__.- 











(850, 105. 45) 





Overhead construction costs 




















(2, 282. 77)... ee aoe 





1 Reflects certain staff reclassifications of claimed cost between accounts. 





71 Engineering. -...............- 327, 363. 47 NONE ndsuasrcisapestcndeccawere 
2 GDh cUincancinenddncsns ET Encinceariemehonions PE ndeceranendobalyneceentncnnn 
ai rece cnciniee 9, 019. 56 PEER BEI ixcincansanetneee at 
76 Administrative and general 
i isiicniakcrtetinsianiebarna 4 | | ee ee 
.  »—e 179, 096. 69 (19. 69) (179, 07. 00) | cone |. 
Total overhead con- 
struction costs_...-..- 560, 294. 13 (662.42)| (559,631. 71)|-...-- Scnamntined 
| 
Earnings and erpenses 
| 
80 Earnings and expenses dur- | 
ing construction. -.-.......-- (8, 481. 34)}-......-..-- | 8, 4861. 34 }......--. Pe lowaneenerenriantis 
i icidceinnimacaa 4, 798, 000. 51 (365, 612. 40)| 4, 430, 105. 34 
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SCHEDULE A 


AcTUAL LEGITIMATE ORIGINAL Cost OF FisH CREEK PLANT AS OF Dec. 31, 1957 





| 





















































| Total | Distribution | 
| claimed'and| Staffad- | of indirect | Reclassifica- | Determined 
|recorded costs| justments |and ov erhead| tions | cost as of 
| as of Dec. costs | Dee, 31, 1957 
| 31, 1957 | | 
i =~ = } 
' j | 
Hydraulic production plant | | 
i 
321 Structures and improve- | | | 
SIRE... dtintihinkdncnnnsokis | $196, 559. 32 |..-.-.-.-..- | $118,092. 88 | $2, 055. 12 $316, 707. 32 
322 Reservoirs, dams, and water- | | 
REP a O08, G41 GB besa dc~-cnnn- 927, 839. 54 13, 562.38 | 2, 889, 043. 55 
323 Water wheels, turbines and | 
SS re ae SOG TIGL TE bitononccntde 62, 795. 15 354. 43 428, 928. 35 
324 Accessory electric equip- 
in ie rietitiewnnannmietin 56, 852. 20 |..--.------- 14, 209. 04 135. 56 71, 196. 80 
325 Miscellaneous power plant 
ee 5, 408. 29 |--.--------- | 1, 322. 39 20. 26 6, 750. 94 
326 Roads, railroads, and | | 
Pe iintnunnscemindened me: 3) 8 Oe | 83, 245. 30 _@L 547. 63) 191, 405. 31 
ili hinadgnteatnneiad 2, 711, 947. 85 | ------------| 1,207, 504.30 | (15, 419.88) 8, 904,082. 27 
Transmission plant | | 
343 Station equipment. -- ae 76, 485.23 | $1, 125.00 8, 347. 44 13. 05 | 85, 970. 75 
345 Poles and fixtures__--......-} 1, 005. 12 | te cecidgasencenalied 408. 43 C1, GER, SE ncncmetncntbss 
346 Overhead conductors and | 
GN niistneidienctnidan GREE Eietamdecna 299. 85 (1, SER Fe) corcceesd<<tee 
SE chiciendliiidiniastctindinidie 78, 300. 30 | | 1, 125. 00 9, 0855. 72 | (2, 600. 30)| _— 970. 72 
Total direct costs...... 2, 790, 338.15 | 1, 125. 00 00 | 1, 216, 560. 02 | _a8, 020. 
Indirect construction costs 
61 Temporary construction fa- | | | | 
Ci ichicelace ante tidaiinatinnbintshiis °° 3 {ears DC a | ste cieptali dane tins 
i 62 Construction equipment-.._-- SSE Diitinecascsdsq (226, 863. 82)|- PAA 
i 63 Camp and commissary --.-....- 200, 684. 24 }............ (200, 684. 24)).......... 
i 64 Labor expense.............;.. 11, 851. 52 |-- id GE ONS: Cit nananeneastners - 
: 65 Superintendents, timekeep- | } | 
ers, clerks, etc o BR OE Coccccecdenns (115, 865. 14) nati annette iain 
66 Insurance injuries and dam- | 
SA ccasopchabecacgakenacd eso 4 Se as 13, 367. 90 |  cAteieasi teks sadieaseaeae ee 
CE  cessnnentdaeencnsndiees ( tf eee (33, 391. Ti ietanccntanésnaphmmemtiascasesh 
i 


Overhead construction costs 


7 Engineering 


Te hn bedcttdwednnccenmnial 
Te ee a cnchamnssoncumnenelinn 
76 Administrative and general | 
Gs acaccnsanconcenttt 
WE Pn becdictsnensacnmnets | 
Total overhead con- 
struction costs........| 
Earnings and erpenses 
80 Earnings and expenses dur- 


ing construction 


eiswonnns 





280, 252. 72 | 





| ($280, 252. 72) 























8,069.51 | (5,731. 55)) (2, 337. 96)| 
oie wk. cae | (2,512.15) 
ee | (87, 110, 23)| 
138, 303.23 | (62. 74)| (138, 240. 49) 
a oe | =. | : eS S “= 7 
466, 247.84 | (5,794. 20)| (460, 453. 55)) —_----------- ee oeete 
=— — a — = = ——_ | —_=—< 
| | | 
| | | 
(7, 194.07)|.....------- A ee 
4,012, 692.46 | (4,669. 29)... (18, 020. 18)| 3, 990, 002. 99 


1 Reflects certain staff reclassifications of claimed cost between accounts. 
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FEDERAL POWER COMMISSION 


SCHEDULE A-5 


ACTUAL LEGITIMATE ORIGINAL Cost OF CLEARWATER No. 1 PLANT AS OF 


Dec. 31, 1957 





































































































! Reflects certain staff reclassifications of claimed cost between accounts. 








Total Distribution | 
claimed'and} Staff ad- of indirect Reclassifica- | Determined 
recorded costs} justments jand overhead) tions cost as of 

as of Dec. costs | Dec. 31, 1957 
31, 1957 
aammeease | | 
Hydraulic production plant | | 
| 
321 Structures and improve- | 
OS Re So at $248, 754. 03 $726.84 | $218, 278. 51 $2, 399. 34 $470, 158, 72 
322 Reservoirs, dams,and water- | 
Recta cana detinns 1, 700, 413. 63 (9, 767. 96)| 1, 478, 798. 67 1, 490. 85 3, 170, 935. 19 
323 Water wheels, turbines, and | 
INS icnssnitnnicodne 540, 925. 73 105. 65 126, 636. 53 540. 41 668, 208. 32 
324 Accessory electric equip- | | 
emg te ls 106, 804. 04 |............ | 26, 195. 61 199. 14 133, 288. 79 
325 Miscellaneous powerplant | | 
DES wi ncnnoneden nel REE titascedanane 1, 747. 82 17. 30 6, 885. 33 
326 Roads, railroads, and bridges. 85, 196. 96 | (109. 30) 124, 859. 76 (200, O47. 49) | s....0264.-55- 
—————————s 
Re hcrkaaihis waders 2, 687, 304. 60 (9, 044. 77)| 1, 976, 516. 90 (205, 300. 38)| 4, 449, 476. 35 
Transmission plant - - | ad 
341 Clearing land and rights-of- | 
DT aki deonncomes ‘i CE OE Oe Fen dndecac 38, 540. 12 (200 GER BL iin nn can 
343 «Station equipment < 95, 971. 93 15. 00 17, 891. 91 17. 66 113, 896. 50 
345 Poles and fixtures_........-- | 1, G0e. SE }............ | 25, 913. 57 ot) ) | eee ee 
346 Overhead conductors and | 
ee ateesasiichaasseceseteeninn aE. aciab aces 15, 759. 74 | (63, 458. 21 | i canieietipisaisesi 
UR eS 276, 123. 17 15.00 | 98,105.34 | (260, 347. 01) 113, 896. 50 
Total direct costs...--- 2, 963, 427.77 | (9,029. 77)| 2,074, 622.24 | (465, 647.39)| 4, 563, 372. 85 
Indirect construction costs : a ie ii aaa . os 
61 Temporary construction fa- | | | 
iiictincaniincddinnatad 243, 483. 11 | 166. 81 Ge sos desu scesdccwedetesente 
62 Construction equipment. A ae (889, 252. 95) 
63 Camp and commissary. ----- 218, 832. 85 161.28 | (218, 994. 13))_ 
ee ee | TOE Neinesanccinccs: (12, 288. 11) 
65 Superintendents, timekeep- | 
ers, clerks, etc. ..........-.- Oe 8 ae eee | (116, 457. 65) 
66 Insurance, injuries, and | | 
IID isin cncinictsmnemice 669. 54 (669. 54) 
67 Machine shop 15, 037. 00 |. (15, 037. 00) 
69 Contractor’s fee. _..........- 102, 673. 34 (102, 673. 34) 
Total indirect costs....| 1, 598,694.55 | 328.09 |(1, 599,022.64 |__...-.--_-___ Se 
iene | — | a 
Overhead construction costs | 
71 -Engineering-................ | 276, 109. 99 | 2ST Celie @).........-..... |-one-e---o--n= 
i. ee CS EEE (2, 686. 45) | _ - 
BO niga eine | eee (738. 66) 
76 Administrative and general 
as erties ntiacccnmecns mes Ee Pocnscaaneaee ST i+bktetcneenbebaiesseteeiee 
We BE Miaieascsniccenianin 168, 124. 44 (1, 380. 54)| (166, 743. 90)}.......---.-.-- | 3 eae 
Total overhead con- | | 
struction costs.......}| 480,472.74 | (1,372. 66)| (479, 100. 08)|_...--...--.-.-|-------------- 
| 
Earnings and erpenses | | | 
| | 
80 Earnings and expenses dur- | | 
ing construction. ........-- | (3, 500. 48)}_.......--.-. | OY | eee. a ae 
Re cassia siteciacts pusasinnis 5, 039, 094. 58 | (10,074. 34)/..........--.. (465, 647. 39)| 4, 563, 372. 85 


| 





os ee 


| 
| 
| 
| 





321 
322 


323 
324 
325 
326 


343 
345 
346 


61 
62 


64 
65 


66 


67 
69 
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SCHEDULE A-6 


ACTUAL LEGITIMATE ORIGINAL CosT OF CLEARWATER NO. 2 PLANT AS OF 
Dec. 31, 1957 


| 
Total Distribution 


|claimed'and| Staffad- | of indirect Reclassifica- | Determined 
jrecorded costs) jJustments jand overhead tions cost as of 
as of Dec. | costs Dec. 31, 1957 


31, 1957 


Hydraulic production plant | 





ee GONE, BOE. GF. | nccccestnes $268, 752. 45 $3, 934. 24 $629, 820. 76 

Reservoirs, dams, and water- | 2, 464, 501. 07 (1, 465. 45)| 1, 970, 266. 27 14,720.97 | 4, 448, 022. 86 

ways. | 

Water wheels, turbines, and 749, 503. 50 | _- Sake 139, 326. 00 818. 80 | 889, 648. 30 

generators. | | 

Accessory electric equip- 112, 550. 82 (112. 50) 26, 063. 27 306. 74 138, 808. 33 

ment. | 

Miscellaneous powerplant §, FE Se henccuntctns 2, 396. 22 15. 74 | 4, 194. 18 

equipment. } 

Roads, railroads, and bridges 289, 060. 71 ier 161, 896. 23 (331, 889. 16 119, 067. 78 
Wt iaccnatstcneuace 3, 974, 532. 39 (1, 577. 95)| 2, 568, 700. 44 (312, 092. 67); 6, 229, 562. 21 
Transmission plant is a Y seit se: , 

Station equipment-_-__-..._- BD FIR bevccntcdank | 23, 177. 11 85. 08 164, 515. 12 

Poles and fixtures | 865. 88 |....... adie 544. 36 | CR indies nods 

Overhead conductors and 2, 401. 78 (941. 80) 546. 24 CRG Sie ht tn cnnck ce 

devices. - ——— ——— — —|————_——<—_—__ | 
144, 520. 59 (941. 89)} 24, 267. 71 (3, 331. 38) 164, 515. 12 
WO aiacaenaweest 


2, 592, 968. 15 


394, 077. 33 


(815, 424.05)! 6, 


Total direct costs....| 4, 119,052.98 | (2, 519. 75)| 





Indirect construction costs 





Temporary construction 378, 973. 96 |..........- 5. Ga Se Oitectccccneccce ied 
facilities. 

Construction equipment.._-- OS ee ee | (724, 581. 44) d = 

Camp and commissary -.-...-. 366, 377. 37 |..-.....-...| (366,377. 37) pe 

Labor expense...............] 26, 189. 62 eecaacacest (eu, 108 @) ‘ ditidenatlane 

Superintendents, time-| 218,469.81 |........--- P Ge GEC endccnsedbacndiliuussuditenste i 
keepers, clerks, etc. | 

Insurance, injuries, and j| (19,712. 30)).........--- | Oh TI Ioenicccndbicnd tale Rses atin 
damages. 

Machine shop_......-..--- 3 eet Ss. (66, 493. 36) 


Contractor’s fee. ............ | 80, 340.00 |....-.------ (80, 340. 00) 





Total indirect costs...) 1,841,713. 26 (1, 841, 713. 26) 


aie 


Overhead construction costs =| | 





Engineering 418, 056. 64 (15.68); (418,040. 96))...........- apa miceanciaandaeoiana 

a cticstnsctandmacd 5 8,714.78 | (3, 537. 80)| i Fe iiccctewncnecddaliaselasadina 

| Ree >...8 | ODA SE Lnccwedalisns I erosrcissansamenee nnme dengan iia 

Administrative and general 51, 717. 97 (2. 04) as CE einuticwntrcidiningéRaadcadaisddetinns 
expense. 

ici nicwnstnnntathe 273, 273. 11 (87. 89)| (273, 185. 22) ae ee 


Total overhead con- 760, 006. 72 (3, 643.41)| (756, 363. 31) 
struction costs. | 


Earnings and erpenses 


Earnings and expenses dur- Ce TE St ticcdcsunens | OD FH sdidisesnevgutacinedsehmiaodns 
ing construction. 


taint tia asin 6, 715, 664. 54 | (6, 163. esas cnn (315, 424.05)| 6, 394, 077. 33 


1 Reflects certain staff reclassifications of claimed cost between accounts. 
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Hydrantic production plant 


321 
322 
323 


324 
325 


326 


341 
343 
346 


61 
62 


64 
65 


67 
69 


80 








Structures and improve- 
CNRS... bd hirnescaadenes 
Reservoirs, dams, and 
WEEE WRTS .. . onccccccesccese 


Water wheels, turbines, and 
eee 
Accessory electric equipment. 
Miscellaneous powerplant 
eS 
Roads, railroads, and bridges. 


Transmission plant 


Clearing land and rights- 
I i anime siracnatmedeite 

Station equipment -_-....... 

Poles and fixtures. 

Overhead conductors’ and | 


Indirect construction costs 


Temporary construction fa- 
GE irc-inncitmenpenndiiliiond 
Construction equipment - - -- 
Camp and commissary---.... 
Labor expense. .......--..... 
Superintendents, timekeep- 
ers, clerks, etc 
Insurance, injuries, 


Machine shop shacicealilitennestelbale 
Contractor’s fee. 


Total indirect costs_-_-- 
Overhead construction costs 
MNUTING 4.05 oc nncdnatiinn 


SIL 6 ccsccascdesetuinabaveainaiietoadll 
CS i itemcnn seated 


Administrative and demenes | 


expense-_._- 


FEDERAL POWER COMMISSION 


SCHEDULE A-7 
AcTUAL LEGITIMATE ORIGINAL Cost OF LEMOLO No. 1 PLANT 4s OF Dec. 31, 1957 





















































Total | Distribution 
claimed'and)| Staff ad- of indirect Reclassifica- | Determined 
recorded costs} justments jand overhead tions cost as of 
as of Dec. costs Dec. 31, 1957 
31, 1957 
' 
9280, 962.06 |............ $323, 975. 92 $503.80 | $613,841.78 
$66 690 1....--~:-..<- 3, 341, 957. 47 9,688.11 | 6,962, 072.37 
1, 044, 961.12 |...........- 239, 345. 68 534.70 | 1,284,831. 50 
S56, CIRCE jz, -- =. 255-0 27, 928. 54 107. 20 143, 852. 58 
et re 3, 635.18 21.92 14, 288.31 
108,823.76 |.....-.----- 224, 954. 14 468. 94 334, 246. 84 
&, 100,001.78 |........... 4, 161, 796. 93 11, 324.67 | 9,353,133. 38 
a 111,438.96 | (208,324.17)|_....-....-__- 
149, 147.07 |-.--- 25, 821. 52 31. 68 175, 000. 27 
47, 257.09 | 14, 511.92 Gb: FOB GE hcsc sc... 
49, 988/88} }..--.-.-.c-. 10, 853. 69 @net |. ..........-.. 
oemes |... .......: 162,626.09 |  (330,901.02)} 175,000.27 
"5, 528, 286.98 |.....- __....| 4,324, 423.02 | (319, 576.35)| 9, 528,133. 65 
O09 tbs (544, 536. 11) 
1,706 778.98 |........-c_. (1, 755, 773. 28) 
249, 674.63 |..-..------- (249, 674. 63) 
27, 089.79 |.......-.--- (27, 089. 79) 
' 
265, 452.01 |....---....- (265, 452. 01) 
oe | re (11, 496. 96 
WOT tas (796. 87) | 
8 a I I Eins ssl casnccncaosnn 
3108 0.68 [..--.-...-.. RO SIN aoc aicicccinccecenceoninan 
| = = —=— 
556, 431. 05 _| (656, 431. 05) 
8, 147. 55 ~_--| (8,147. 55)|- 
20, 304.07 |_...-- _--| (20, 304. 07) 
enemee tt. ...- ck 1 ON ON  besscislci a 
I cicada GREE win ccxnensacacs Bneckusonnnias 


tnterest. - - Raaicas sieciauiaanats 


Total overhead con- 
struction costs... ...- 


Earnings and ez penses 


Earnings and expenses dur- | 





ing construction. .........- 


1, 162, 068. 39 |___- 


(1,219. 02)}..._.-- 


--| (532, 203. 28) | 


2. | 





% | 
9, 847, 710. 00 | 


1 Reflects certain staff reclassifications of claimed cost between accounts. 





(319, 576. 35) 


9, 528, 133. 65 

















FEDERAL POWER COMMISSION 


SCHEDULE A-8 
ActuaL LEGITIMATE ORIGINAL Cost oF LEMoLO No, 2 PLANT AS OF Dec. 31, 1957 
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Total | Distribution | | 
claimed'and| Staffad- | of indirect | Reclassifica- | Determined 
\recorded costs| justments |and overhead) tions cost as of 
| asof Dec. | costs | Dee. 31, 1957 
| 31,1957 | | 
| ecb ie ie acl cialis EEE 
| 
Hydraulic production plant 
321 Structures and improve- | | | 
TE, . ndeansnaineneis | $272, 789, 23 (842.04); $293,011.71 | $1, 913. 71 $566, 872. 61 
322 Reservoirs, dams, and water- | | 
GR chnncinncienincemechiies | 4,675, 709. 20 | (12,699.24)! 4, 153, 164. 72 | 2,364.81 | 8,837, 539. 49 
323 Water wheels, turbines, and | | | | 
generators_.....--....-----} 1,116, 749. 65 | (22. 53) 168, 810. 10 | 419.55 | 1, 286,056. 77 
324 Accessory electric equip- | | 
SI canis batten d inc acheent 06, 08. © |}... 14, 771. 51 | 49. 07 111, 227. 08 
325 Miscellaneous powerplant | 
ee (A == 1, 630. 21 14.72 6, 848. 39 
326 Roads, railroads, and bridges | 216, 301. 00 (12. 89)} 329, 271. 34 | 765. 49 546, 324. 04 
i ee 6, 383, 159. 04 | (13, 576. 70)| 4, 960, 750. 59 } 24, 527.35 | 11, 354, 869. 28 
Transmission plant | 
' 
341 «Clearing land and rights-of- 
531. 09 | CRE i ccicnccninentnns 
| 20, 222. 55 | 7.37 178, 848. 51 
345 Poles and fixtures_-__._...._- TAGES tocecnncsckse 2, 116. 66 | (9, 799. 03))_..... 2. 
346 Overhead conductors and | | 
IIE nse neso | | = 4,39272} = (, 148. 49} 
| | = —_ . 
TOR dE hidh ceccanees AG Bt  Rnerewncinste j 24, 263.01 | (20, 919. 54) 178, 848. 51 
Total direct costs_....- | 6, 558, 664.08 | (13, 576. 70)| 4, 985, ( 022. 60 | 3, 607. 81 | 11, 833,717. 79 
Indirect construction costs 
61 Temporary construction fa- | 
Panetnanene ‘ RDI: Bord namibia cite cai cele i nai ieee ea 
62 Construction equipment.._..| 2/608, 407.08 |...........- | (2, 080, 857. 89)|.........-..-.-|.. el 
63 Camp and commissary-.-.... | I Lictenitermnerten i iia ak al 
64 Labor expense__........._--- | >. ees SII isetintined patient gcd caihcmsnaibee 
65 Superintendents, time- | | 
keepers, clerks, etc_......-.- | 253, 332.76 |..... pastels | (253, 332. 
66 Insurance, injuries and dam- } | 
a ae ES int (8, 225. 8, 225. 
67 Machine shop Rinbtaonnetasel 101. 7' _ 7 


69 Contractor’s fee_....-.-..---| 391,458. 





ee ee ee 
Total indirect costs....| 3,776, 529. 57 |- 


Overhead construction costs | | 

















Earnings and erpenses 


71 Engineering 5. 77 (675, 655. 77) 
73 Permits___-. ate 15, 746. 54 | (6, 800. 00) (8, 946. 
, eee SRE letemincations | (28,196. 
76 Administrative and general 
CN incnntctamniacnewens OO ae (36, 769. 
a Ee 462, 619. 78 |------------ CE Salat iiiscccsntescebhiinstaabin ane 
Total overhead con- } | 
struction costs.....-- ee (6, 800. 00)| (1, 212, 188, 60)|_..-.-----. Bi le 
| 


80 Earnings and expenses dur- 
ing construction-........-.. 





(3, 606. 57)|............ 


ON a ciaiciatices 111, 550, 486. 68 | 3, 607.81 | 11, 533, 717.79 


1! Reflects certain staff reclassifications of claimed cost between accounts. 
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SCHEDULE A-9 


AcTUAL LEGITIMATE ORIGINAL Cost OF TRANSMISSION LiINES Nos. 39, 42, anv 51 


Transmission plant 


Land and land rights_-_-_.---- 
Clearing land and rights-of- 


Overhead conductors and 
devices _. 


Roads and trails.........--- 


Transmission plant 


Clearing land and rights-of- 
EE xcnctbbieieaeeitiweiinhe “ 

Towers and fixtures... .-.-. 

Poles and fixtures 

Overhead conductors and 
devices 


Transmission plant 
Clearing land and rights-of- 


way 
Poles and fixtures.........-.- 
Overhead conductors and 


devices 





(139, 029. 68) 


AS OF Dec. 31, 1957 


Total 
claimed and 
recorded costs| 
as of Dec. 
31, 1957 


Distribution 
Staff ad- of indirect 
justments | and overhead 
costs 


Reclassifica- 
tions 


Transmission Line No. 39 


($74, 894. ss $154, 144. 31 


153, 889. 95 
4 


340, 446. 65 
21. 04 { 


’ 


354, 881. 95 
-07 


1, 051, 853. 58 


Transmission Line No. 42 


$136, 302. 37 
8, 050. 67 
38, 507. 46 


($43. 
(2. 

(1, 742. 37 
(271. 


48, 785.01 | 


Determined 
cost as of 
Dec. 31, 1957 


$79, 249. 73 


494, 336. 60 
202, 801. 64 
354, 543. 69 


1, 130, 931. 66 


$136, 258. 64 
8, 048.01 
36, 765. 09 


48, 513.72 





(2, 060. 05)|..-.-.------| 231, 645. 51 


No. 51 


($34, 811. 51) 
(65, 036. 66) 


(39, 181. 51) 


$109, 983. 38 
88, 333. 32 


65, 464. 43 








263, 781. 13 


| 229, 585. 46 


$75, 171. 87 
23, 296. 66 


26, 282. 92 
124, 751.45 





FEDERAL POWER COMMISSION 909 


SCHEDULE A-10 


AcTUAL LEGITIMATE ORIGINAL Cost OF TRANSMISSION LINE No. 46 AS OF 


DEc. 


| ‘Total 
| claimed'and| Staff ad- | of indirect | Reclassifica- | Determined 
re costs} justments jand overhead) tions | _ cost as of 

| asof Dec. 


31, 


Transmission plant 


1957 


| 
——_— | 
| 

Land and land rights__- | $46, 011. 85 | 


Clearing land and rights- 
of-way 

Station equipment --.__.... 

Poles and fixtures --_--.-.-. | 

Overhead conductors and | 
Goviedsd.tec.ii..... ‘ 


Total direct costs___- 
Indirect construction costs 


61 Temporary construction 


, 790. 65 
2, 693. 75 
, 785. 08 

73, 965. 84 


, 247. 


facilities _ 38, 13 
62 Construction equipment - ‘s 16, 2 
63 Camp and commissary. -.-- 110, 17 


64 Labor expenmse-__-.-..-..-- 
55 Superintendents, time- | 


keepers, clerks, etc_-____| 36,7 


66 Insurance, injuries and 
damages... _-_- 


Total indirect costs__| 


31, 1957 


| Distribution 


costs } | Dee. 31, 1957 


$49, 537. 46 


~ 326, 716. 64 
431, 815. 87 





1, 392, 905. 11 





(38, 130. 69)}.____- 

(16, 256. 29) |... 

(110, 187. 93) |... 
(200. 49) |... 


(36, 719. 15) 
(657. 14) |___ 
(1, 963.73) 


5.82 | (204, 115. 42)| 





Overhead construction costs 


Engineering. ..........---- 
Permits... _...-- 
Taxes _ .. 
Administrative 
eral expense. 
Interest 


Total overhead con- 
struction costs 


Earnings and expenses 


80 Earnings and expenses | 


during construction | (170. 79) | - 


| 
| 


(25, 898. 94) | 


-26} (1, 100.72) 


(719. 54) | SMBS 


(1, 193. 76) 
(41, 447. 18) | - 


__CR een 16) 360. — a 





tal 
265.2 Contributions in aid of | 


| 
construction—federal_. __| (2, 045. 70) 





1, 440, 486. 02 


1, 438, 440. 32 


| 





(57, 598.49)| 1, 392, 905. 11 
(2,045. 70) 








7,808.49) 1, 390, 859. 41 


1 Reflects certain staff reclassifications of claimed cost between accounts. 
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SCHEDULE A-11 


AcTUAL LEGITIMATE ORIGINAL Cost OF TRANSMISSION Lines Nos: 58, 55, aND 57 


AS OF Dec. 31,.1957 

















Total claimed Distribution Determined 
and recorded | Staff ad- of indirect Reclassifica- cost as of 
costs as of | justments jand overhead tions Dee. 31, 1957 
Dec. 31, 1957 costs 
Transmission Line No. 53 
Transmission plant 
341 Clearing land and rights-of- 
WOT nnn cdthn Ben cdsvcondabs RN Seen 5 Beliulakdoncndcce $208, 324. 17 $208, 322. 41 
345 Poles and fixtures. -_......... CI alin nck eb bsenSbdnacdsee 61, 769. 01 61, 774. 48 
346 Overhead conductors and 
CINE so aiceccacnnnecseehd Bi OOD sls onda he lh50. Gi San cdec0 60, 839. 52 60, 835. 92 
Otis. taikncdinccctess BBN isd 50nd Shlain diNadnsece 330, 932. 70 330, 932. 81 
Transmission plant Transmission Line No. 55 
341 Clearing land and rights-of- oat 7 ¥ aa 
alicia ee cnciismesraie BEE Licncncens te beticcncsned $1, 984. 39 $1, 997. 25 
345 Poles and fixtures_-_-........ RFI iis cccecnschh isda Bl decacce 9, 799. 03 12, 537. 68 
346 Overhead conductors and 
 desndiuwscncndnnideme ED Pedisnisccndose |-------------- 9, 143. 49 11, 677. 78 
NG oc ccatcsaahout 5, 285.80 |.....-.-.-.- | sconieasiactal 20, 926. 91 26, 212. 71 
Transmission plant Transmission Line No. 57 
341 Clearing land and rights-of- et a! Es a 
btn tedencudiubanaigune $28, 950. 61 |......... astlocaducneccsssul ake onabiabas $28, 950. 61 
345 Poles and fixtures__-........ BENE Exnunncenbueslesoenes 6nabatat enamine rebel 51, 935. 56 
346 Overhead conductors and 
ee 96, 034, G3 15.s.....<.%5 [otti-n--nnn}oerinworerenscenees 36, 924, 88 
i eicicmnmintinnsaeiee BAT; WERMOD Unaaccuusgene Ree Ue he ulead 117, 811. 05 





SCHEDULE A-12 


AcTUAL LEGITIMATE ORIGINAL Cost OF TOKETEE, SoDA SPRINGS, AND CLEARWATER 
SWITCHING STATIONS AS OF Dec. 31, 1957 








Distribution 


Total claimed 


Determined 


























and recorded | Staff ad- of indirect Reclassifica- cost as of 
costs as of | justments jand overhead tions Dec. 31, 1957 
Dec. 31, 1957 costs 
Transmission plant ae % «ae fo hie £. ea Oe a 
342 Structures and improve- | 
OO sage, or ook REN an oe Masae tenn cackaa acdsee ntaces ss! $37, 453. 96 
343 Station equipment--_--.....-- 148, 918. 89 |_ 148, 918. 89 
349 Roads and trails__..........- ER ti isnnnstinnndsioncamnaanen 3, 979. 48 
eR cet al ae, eS | ae Pas aS ee tees So | 190, 352. 33 
Soda Springs Switching Station 
Transmission plant See RO a eg ee eae ke ae 
343 Station equipment-_-_-_-.-- | $325. 90 | ebaneeeeam ESeamaaoaceuin $57, 598. 49 $57, 924. 39 
| | \ 
Clearwater Switching Station 
Transmission plant pias: mars | | 
342 Structures and improve- | | 
RIN dinner nino tlnes wal PD Nic inti Sciisinicnirdl bcemcaninichccaiaomedaaanbemamaiian abe } $4, 605. 06 
343 Station equipment........... GE Bo anenis  onnelinsatcdseubebabbatcstendeneeen | 218, 193. 65 
ee f FEROUIN OEE Tivdnsncucedcabenmeneotdcaddiektiuesbeeeie 





| 222, 798. 71 





AN a an Ra NN 
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SCHEDULE A-13 


AcTCAL LEGITIMATE OrniIcrNaAL Cost OF CoMMON PLANT AS OF Dec. 31, 1957 





Hydraulic production plant 


321 Structures and improve- 
ments.......32s4s 45-30-34. 
322. Reservoirs, dams, and water- 


ways 


325 Miscellaneous powerplant | 


Es oo comenond 


326 Roads, railroads, and bridges-_| 


Transmission plant 


343 Station equipment. ----..---| 


General plant 


377 Tools and work equipment. a 
378 Communication equipment | 


a | 1, 035,117.48 | 1,076,953. 21 





Distribution ! 
of indirect, Reclassifica-| Determined 
and overhead tions } eost as of 


costs | Dee. 31, 1957 


sass LRI $868.38 | $487,347.96 


758. 31 
55, 425. 92 | 56, 582. 40 
..} 1,001,411. 78 | 1, 621, 641.88 


== 


























Boe | 43, 581. 66 

’ S| ivcbaniaamaiennatie 

ce eee (11, 486. 06)}_.......----.. 

es eereee 7 53, 392. 82 62, 957. 52 
| 41,906. 76 


62, 957. 52 

















Before Commissioners 
and Arthur Kline. 


ae _-----| 1,183,318,54 | 1,728,181. 06 


: Jerome K. Kuykendall, Chairman; Frederick Stueck 


CHATANIKA POWER CO., INC., PROJECT NO. 2264 


ORDER ISSUING LICENSE 


(MAJOR) 


(Issued June 30, 1960) 


Application was filed June 8, 1959 by Chatanika Power Co., Inc., (Applicant) 
of Fairbanks, Alaska, for a license under Section 4(e) of the Federal Power 
Act (hereinafter referred ‘to as the Act) for proposed major Project No. 2264 
te be located on the Chatanika River, Fourth Judicial Division of the State of 
Alaska, in the vicinity of Chatanika, near the Steese Highway (approximately 
32 miles from Fairbanks) and affecting lands of the United States. 

The assistant Chief of Civil Works, Corps of Engineers, Department of the 
Army, in reporting on the application, has advised that the interests of naviga- 
tion and flood control are ndt*‘involved in the project and no objection is offered 


to issuance of a license for the project. 


An Assistant Secretary of the Interior, in reporting on the application, has 
recommended for inclusion in any license issued for the project certain special 
conditions in the interests of the Department of the Interior. 

According to the Applicant, the project was placed in operation on May 9. 


1960. 
The Commission finds: 


(1) The project will occupy lands of the United States. 


(2) The project would consist of: 


(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interests in such lands 
necessary Or appropriate for the purpose of the project, whether such lands or 
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interests therein are owned or held by the applicant or by the United States; 
such project area and project boundary being more generally shown and de- 
scribed by certain exhibits which formed part of the application for license and 
which are designated and described as follows: 

Exhibit J: (FPC No. 2264-1) General Map. 

Evrhibit K: (FPC No. 2264-2) Plat of Cadastral Survey at head of Davidson 
Ditch ; 

(FPO No. 2264-3) General Map of Davidson Ditch ; 

(FPC No. 2264-4) Detail Map of Project Area; 

(FPC No. 2264-5) 33 KV Transmission Line—100’ Right of Way; 

(FPC No. 2264-32) Map of Transmission Line System between Fairbanks 
power plant substation, Fairbanks Creek, Dome Creek and Chatanika sub- 
stations ; 

(FPC No, 2264-33) Plat of Davidson Canal on Unsurveyed Land ; 

(b) The project which would be in part a redevelopment and conversion of 
46 miles of the existing Davidson Canal constructed during the late 1920’s for 
the purpose of furnishing water to gold dredges, consists of the diversion dam 
and headworks; the Belle and Sourdough lateral ditches; fourteen siphons; 
lateral feeders and wasteways. The part to be constructed will consist of two 
penstocks 30 inches in diameter 50 feet long extending from the existing Chatanika 
siphon to a powerhouse containing a double overhung impulse turbine designed 
to develop 6700 HP at 540 feet effective head, connected to a 6250 KVA gener- 
ator; substation at the powerhouse; transmission line; tailrace and other 
appurtenant facilities ; 


the location, nature and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits which 
also formed part of the application for license and which are designated and 
described as follows: 

Exhibit L: (FPO No. 2264-7) Machinery Foundation, Plan and Sections; 
(FPC No. 2264-8) Machinery Foundation, Details; (FPC No. 2264-9) Penstock 
Anchor & Intake Pipes; (FPC No. 2264-10) Powerhouse Conduit & Wiring Plan; 
(FPC No. 2264-11) Powerhouse & Substation Grounding; (FPC No. 2264-12) 
Davidson Canal, Diversion Dam and Intake General Map; (FPC No. 2264-13) 
Cross Sections of Intake and Headworks at Head of Davidson Ditch; (FPC 
No. 2264-14) Davidson Canal Intake, Details of Spillway & Wing Dam; (FPC 
No. 2264-15) Davidson Canal Intake, Details of Headworks; (FPC No. 2264-16) 
General Plan & Profile of Sourdough Creek Siphon, Davidson Canal; (FPC No. 
2264-17) General Plan & Profile of No Name Creek Siphon, Davidson Canal; 
(FPC No. 2264-18) General Plan & Profile of Caribon Creek Siphon, Davidson 
Canal; (FPC No. 2264-19) General Plan and Profile, Cripple Creek Siphon, 
Davidson Canal; (FPO No. 2264-20) General Plan & Profile of U.S. Creek Siphon, 
Davidson Canal; (FPC No. 2264-21) General Plan & Profile of Ptarmigan Creek 
Siphon, Davidson Canal; (FPC No. 2264-22) General Plan and Profile Grouse 
Creek Siphon, Davidson Canal; (FPC No. 2264-23) General Plan and Profile, 
Moose Creek Siphon, Davidson Canal; (FPC No. 2264-24) General Plan & Profile 
of Long Creek Siphon, Davidson Canal; (FPC No. 2264-25) General Plan and 
Profile, Boston Creek Siphon, Davidson Canal; (FPC No. 2264-26) General 
Plan & Profile of McKay Creek Siphon, Davidson Canal; (FPC No. 2264-27) 
General Plan & Profile of Belle Creek Siphon, Davidson;Canal; (FPC No. 2264— 
28) General Plan and Profile, Crooked Creek Siphon, Davidson Canal; (FPO 
No. 2264-29) General Plan & Profile of Chatanika Siphon, Davidson Canal; (FPC 
No. 2264-30) Standard Inlet Penstock Sect. “A” for Siphons, Davidson Canal; 
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(FPC No. 2264-31) Standard Inlet Penstock Sects. “B” & “C” for Siphons of 
Davidson Canal. 

Exhibit M: Consisting of two typewritten pages of a general description of 
electrical, mechanical, and transmission equipment. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if and 
to the extent that the inclusion of such property as a part of the project is ap- 
proved or acquiesced in by the Commission ; also, all riparian or other rights, the 
use or possession of which is necessary or appropriate in the maintenance and 
operation of the project. 

(3) The aforementioned substation at the powerhouse and the 2.5867 miles of 
the proposed 33 kilovolt transmission line having a 100-foot wide right-of-way 
extending to the existing Chatanika Substation of the United States Smelting 
Refining and Mining Company’s transmission line are parts of the project with- 
in the meaning of Section 3(11) of the Act, and should be ineluded in the license 
for the project. 

(4) Applicant is a corporation organized under the laws of the State of Alaska 
and has submitted satisfactory evidence of compliance with the requirements 
of all applicable State laws insofar as necessary to effect the purposes of a 
license for the project. 

(5) Public notice has been given of the filing of the application for a license 
for the project. No conflicting application is before the Commission and no 
protests have been filed. 

(6) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes of any reservation or withdrawal 
of public lands. 

(7) The project, upon the conditions hereinafter imposed, is best adapted to 
a comprehensive plan for improving and developing the Chatanika River for 
the improvement and utilization of water-power development, and for other 
beneficial public uses, including recreational purposes. 

(8) The issuance of a license for the project as hereinafter provided will not 
affect the development of any water resources for public purposes which should 
be undertaken by the United States. 

(9) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charge is 7,500 horsepower, and the energy to be generated thereby will 
be used by Golden Valley Electric Association as replacement for steam-electric 
energy and will be distributed by that Association in its existing system. 

(10) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the costs of administration of Part I 
of the Act, and for recompensening it for the use, occupancy and enjoyment of 
its lands, including transmission line right-of-way, is reasonable as hereinafter 
fixed and specified. 

(11) It is desirable to reserve for Commission determination at a later date 
what, if any, additional transmission lines should be included under the license 
for the project. 

(12) The exhibits described in subparagraphs (a) and (b) of finding (2) 
above conform to the Commission’s rules and regulations and should be approved 

as part of the license for the project as hereinafter provided. 
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The Commission orders: 


(A) This license is issued to Chatanika Power Co., Inc., of Fairbanks, Alaska 
(hereinafter referred to as the Licensee) under Section 4(e) of-the Federal 
Power Act, for a period of 50 years, effective as of May 1, 1960, for the con- 
struction, operation and maintenance of Project No. 2264 on the Chatanika River, 
Fourth Judicial Division, State of Alaska, and affecting lands of the United 
States, subject to the terms and conditions of the Federal Power Act which is 
incorporated by reference as a part of this license and subject to such rules and 
regulations as the Commission has issued or prescribed under the provisions 
of the Act. 

(B) This license is subject to the terms and conditions set forth in Form 
L-2, dated December 15, 1956, entitled “Terms and Conditions of License for 
Unconstructed Major Project Affecting Lands of the United States”, (17 FPC 
€2) which terms and conditions are attached hereto and made a part hereof; 
and subject to the following special conditions set forth herein as additional 
articles: 

Article 25. The Licensee shall construct, maintain and operate or shall ar- 
range for the construction, maintenance and operation of such fishways, fish 
serecxs or other fish handling and fish protective devices for the purpose of 
conserving the fishery resources and comply with such reasonable modifications 
of the project structures and operation in the interest of fish life as may be 
prescribed hereafter by the Commission upon the recommendations of the 
Secretary of the Interior and the Alaska Department of Fish and Game. 

Article 26. The Licensee shall make no diversion of water from spring thaw 
until June 15 from Belle and Sourdough Creeks: Further, the Licensee shall 
provide not less than the following instantaneous flows in Belle and Sourdough 
Creeks for the period specified or the natural runoff, whichever, is less; provided, 
however, that these flows shall be subject to modifications if feasible as indicated 
by further study: 


June 15 to | July 15 to} Sept. 1 
July 15 Sept. 1 until 
freezeup 


| 
oi ne ee ee a en ee 7 | 7 
IY I sce saat ccc ih ek tema cins magneton 10 5 


nun 
) 


Article.27. The Licensee shall install and maintain stream gaging stations 
at. the existing Davidson Ditch Diversion Dam and immediately above the 
proposed powerhouse to determine stream dewatering and incremental flows 
to the main Chatanika River. In addition stream gaging stations shall be 
established and records of flow maintained on Belle and Sourdough Creeks, 
for the purpose of assuring that minimum flow requirements for the maintenance 
of fish life are met. 

Article 28. The Licensee shall install fishways of proper design with adequate 
flow at the existing Davidson Ditch Diversion Dam at mile 68.7 in accordance 
with plans approved by the Commission upon recommendation of the U.S. Fish 
and Wildlife Service and the Alaska Department of Fish and Game, 

Article 29. The Lieansee shall install protective screening devices at the 
existing intake structure of the Davidson Ditch in accordance with plans 
approved by the Commission upon recommendations of the U.S. Fish and 
Wildlife Service and the Alaska Department of Fish and Game. 

Article 30. The Licensee shall consult and cooperate with the U.S. Fish and 
Wildlife Service, and the Alaska Department of Fish and Game in determining 
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a mutually satisfactory study program covering a period not to exceed five 
years to determine more precisely such additional measures and modifications 
necessary to maintain the fishery resources of the area affected by the project. 
The Licensee shall contribute each year of the five year period an amount not 
to exceed $8,500 for any year of study to assist in defraying the cost of the 
study of the program. 

Article 31. The Commission reserves the right to determine at a later date 
what additional transmission lines, if any, shall be included in the license. 

Article 32. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for cost of administra- 
tion of Part I of the Act, one (1) cent per horsepower on the authorized installed 
capacity (7500 horsepower) plus two and one half (2%) cents per 1,000 kilowatt- 
hours of gross energy generated by the project during the calendar year for 
which the charge is made. 

(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands exclusive of those used for transmission-line pur- 
poses $672.58 ; and 

(iii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands for transmission-line purposes only, $20.69. 

(C) The exhibits designated and described in finding (2) above are approved 
as part of the license for the project. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313(a) 
of the Act, and failure to file such an application shall constitute acceptance of 
this license. In acknowledgment of the acceptance of this license, it shall be 
signed for the Licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


COLUMBIAN FUEL CORPORATION, DOCKET NO. G—2057 


ORDER REOPENING PROCEEDING, STAYING ORDER ACCEPTING OFFER OF SETTLEMENT 
AND TERMINATING PROCEEDING, GRANTING PETITION TO INTERVENE AND FIXING 
HEARING 

(Issued June 30, 1960) * 


On February 29, 1960, Columbian Fuel Corporation (Columbian Fuel) tendered 
an Offer of Settlement pursuant to Section 1.18(e) of the Commission’s Rules 
of Practice and Procedure. By order issued April 26, 1960, this offer of settle- 
ment was accepted by the Commission, 

In the order of April 26, 1960, it was stated that: “there are no interveners 
in this proceeding,” whereas, subsequent to Commission action, but prior to 
issuance of the April 26, 1960 order, on April 22, 1960, a petition to intervene had 
been filed by the City and County of Denver, Colorado (Denver). 

Denver further filed on May 25, 1960, a petition for rehearing of the order of 
April 26, 1960, requesting that its petition to intervene and rehearing of the 
order of April 26, 1960, be granted and that the Commission vacate or modify 
the said order in conformity with its request. 


*Withdrawal of petition to intervene allowed, and stay terminated, by order issued 
July 29, 1960. 
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In support of its requested relief, Denver contends that it would uncover 
through cross-examination facts and evidence which would demonstrate that the 
settlement between Columbian Fuel and Colorado Interstate is not in the public 
interest. Denver avers that it should have been allowed to intervene in order 
to inquire and have determined whether consumers were prejudiced by the 
settlement terms, such as possible waiver by Colorado Interstate of refunds in 
return for the possible advantages which Columbian has set forth in its offer of 
settlement. Denver alleges that since it has not been allowed to intervene, the i 
Commission has deprived itself of evidence without which a finding in the public 
interest cannot possibly be correctly entered. Finally, Denver argues that the 
order of April 26, 1960, is clearly unlawful as no finding of justness and reason- 
ableness was made. 

Denver in its petition for rehearing has presented allegations which, if sup- 
ported, may materially affect our decision in this matter. Accordingly, we be- 
lieve that the public interest would best be served by granting rehearing, granting 
Denver’s petition to intervene, and staying our order of April 26, 1960 for a 
reasonable time to allow Denver an opportunity to support its above-stated 
contentions. 


The Commission finds: | 


(1) It is in the public interest that the petition for rehearing of the Com- 
mission’s order of April 26, 1960 filed by Denver on May 25, 1960, should be 
allowed; that this proceeding should be reopened; and that a limited hearing | 
should be held to allow Denver the opportunity to offer evidence in support 
of the contentions it has advanced in its petition of May 25, 1960. 

(2) The Commission order of April 26, 1960 accepting the offer of settlement 
should be stayed until further order of the Commission. 

(3) Denver’s petition to intervene filed on April 22, 1960, should be granted. 


The Commission orders: 


(A) The petition filed by Denver on May 25, 1960, requesting rehearing of 
the Commission’s order of April 26, 1960, is hereby granted, this proceeding is 
hereby reopened and a hearing will be held on July 19, 1960, at 10 a.m. (EDST) in 
a Hearing Room of the Federal Power Commission, 441 G Street, N.W., Wash- 
ington, D.C., limited to the matters involved in and the issues presented by 
Denver in its petition for rehearing filed herein on May 25, 1960. 

(B) The effectiveness of the Commission’s order of April 26, 1960, is hereby 
stayed until further order of the Commission. 

(C) Denver be permitted to become an intervener in this proceeding, subject 
to the rules and regulations of the Commission: Provided, however, That the 
participation of Denver shall be limited to the matters involved in and the 
issues presented in its petition for rehearing filed May 25, 1960, and Provided, 
further, That the admission of Denver shall not be construed as recognition 
by the Commission that Denver might be aggrieved because of any order or 
orders of the Commission entered in this proceeding. 


EAST TENNESSEE NATURAL GAS COMPANY, DOCKET NO. G-—19530 
ORDER MODIFYING AND ADOPTING INITIAL DECISION OF PRESIDING EXAMINER 
(Issued June 30, 1960) * 
Syllabus 





1. In a certificate proceeding, under Section 7 of the Natural Gas Act, it is not 
necessary to examine all elements of cost and revenues as precisely as in 


*Initial decision appears on P. 918. 
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a rate proceeding, but, it is necessary only to show that requirements of 
public convenience and necessity are satisfied... P. 917. 

2. Commission issues, certificate of public convenience and necessity under 
Section 7 of the Natural Gas Act to Applicant. P. 925. 


Lambert McAllister, Francis J. Walsh, Carl E. Hartley and William W. Bed- 
well for East Tennessee Natural Gas Company. 

Justin R. Wolf, Louise C. Powell, Charles A. Case, Jr., and Eugene Threadgill 
for Middle Tennessee Utility District. 

W. D. Spears, and John T. Miller, Jr., for Chattanooga Gas Company. 

Stanley J. Harris, Jr., for the Staff of the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stuecix 
and Arthur Kline. 

On June 6, 1960, the presiding examiner issued an initial decision herein which 
would grant a certificate of public convenience and necessity under subsections 
(c) and (e) of Section 7 of the Natural Gas Act to East Tennessee Natural Gas 
Company (East Tennessee), authorizing it to construct and operate two laterals 
and to sell gas thereby to Middle Tennessee Utility District, as more fully set 
forth in the examiner’s decision. According to applicant’s computations, tne 
rate of return on the rate base associated with the proposed facilities would be 
7.71 percent. The presiding examiner found that the lowest reasonably estimated 
rate cof return on the rate base associated with the proposed facilities would be 
some 3.31 percent, on the basis of certain adjustments the effects of which he 
discussed in some detail; and that the highest reasonably estimated rate of re- 
turn would be 8.02 percent. However, in view of the “propitious possibility” 
that the laterals would earn a rate of return of “well over 6 percent, and thereby 
make a little contribution to the main-line cost of service,” the examiner con- 
cluded that the new service should be authorized. 

Exceptions were filed only by East Tennessee, which, although agreeing with 
the examiner’s conclusion that the certificate requested should be issued, objects 
to certain statements in the examiner's decision with respect to two of the pos- 
sible adjustments discussed therein. First, East Tennessee objects to the state- 
ment and related discussion in the examiner’s decision to the effect that the item 
of purchased gas expense should be adjusted to reflect an “annualization” of the 
gas purchase demand charge, contending that if demand costs are to be annual- 
ized, then in fairness revenue and all other elements of cost and revenue must 
be. similarly treated to reflect comparable operations. Furthermore, says East 
Tennessee, such an approach, although appropriate for a rate case, is not justi- 
fiable in a certificate proceeding, since it cannot be assumed that operations of a 
new project will be static either in gas costs or revenues. Secondly, East Ten- 
nessee objects to the statement and related discussion that there will not be a 
market in 1963-1964 for the entire 354,976 Mcf of East Tennessee’s Valley gas 
associated with the service by the two laterals, contending that in fact the record 
establishes the company will have an ample interruptible market to absorb all 
such gas. 

It is not necessary or possible, in a certificate proceeding of this type, to de- 
termine the various elements of cost and revenues with the precision that is 
possible in a rate proceeding; it is only necessary that a showing be made that 
the requirements of public convenience and necessity are satisfied. In this con- 
nection, it must be shown that the proposed investment and operation have no 
appreciable adverse effects upon services presently being rendered or the charges 
therefor, or that if adverse effects appear that do not require denial of the 
project, offsetting benefits exist which outweigh them. The record supports the 
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conclusion that East Tennessee’s proposed project satisfies the requirements 
of public convenience and necessity. In our opinion, it will have no appreciable 
adverse effect upon present services or charges, and may result in earnings in 
excess of a 6 percent rate of return on the lateral investment with a consequent 
substantial contribution being made toward coverage of the main line cost of 
service. 


The Commission further finds: 


As modified by the foregoing, the presiding examiner’s decision herein should 
be adopted by the Commission as its decision in this case. 


The Commission orders: 


The initial decision of the presiding examiner issued on June 6, 1960, in the 
above-entitled proceedings, is hereby modified as set forth above, and as so modi- 
fied is adopted by the Commission as its decision in this case as of the date of 
issuance of this order. 

DECISION 


UPON APPLICATION FOR CERTIFICATE OF PUBLIC CONVENIENCE AND. NECESSITY 
(Issued June 6, 1960) 


PurDUE, Presiding Examiner: In this proceeding, applicant, East Tennessee 
Natural Gas Co., seeks a certificate of public convenience and necessity author- 
izing it to make sales of natural gas to Middle Tennessee Utility District (the 
District) for the latter’s “Project C”; and to construct, at’a cost of $509,884, 
and to operate, two laterals, extending from its main transportation system, for 
the purpose of making the sales. In an initial decision issued on February 19, 
1960, the Examiner denied the authorization sought. The Examiner there 
found that “Project C” was financially feasible and appeared to be economically 
feasible, but that the cost to applicant of the laterals would impose an ‘undue 
burden on applicant’s other customers. 

By an order issued on March 18, 1960, the Commission reopened the proceeding 
for the purpose of affording applicant opportunity, 

to introduce additional evidence which will show (1) the incremental cost 
of gas for the proposed service, (2) any additional interruptible loads that 
will be served out of the “valley” created by the proposed sales to Mid- 
Tennessee, and (3) what contribution, if any, Mid-Tennessee can and 
should make toward the cost of Applicant’s proposed lateral extensions. 

A further hearing was had commencing on March 28, 1960, and concluding, 
after eight hearing days, on April 28, 1960. Additional oral and documentary 
evidence was introduced by applicant and the intervenor District in support of 
the application; and, in opposition thereto, by intervenor Chattanooga Gas Co. 
The witnesses were cross-examined by the opposing parties and by staff counsel. 
Thereafter, briefs were filed by the participants, and the proceeding was again 
submitted for determination. 

The Staff now takes the position that the application should be granted. 

Reference is made'to the original initial decision for a description of the 
projects of the applicant and the District, and for findings which are unaffected 
by the Commission order reopening the proceedings for the aforesaid limited 
purpose. 


Demand on Applicant's Supplier by Reason of Proposed Service 


At the reconvened. hearing, applicant introduced additional evidence upon the 
questions of the incremental cost of the gas for the proposed service to “Project 
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Cc,” and markets for the valley gas. Applicant anticipates, reasonably, that the 
third year of operation of the project will be.the 12 months from May 19638 to 
May 1964. According to applicant’s peak-day estimates, which appear to be 
reasonable, a peak-day requirement for ‘‘Project C”’ of 6083 Mcf, at a pressure 
base of 14.9 psia, will be established in December 1962 or January 1963; and 
such requirement will hold until December 1963 or January 1964, when the 
peak-day requirement will become 7599 Mcf. Evidence presented by an expert 
witness for the District is that climatological data summaries for Nashville, 
Knoxville, Carthage, Crossville and Chattanooga, published by the United States 
Weather Bureau, “indicate a low average temperature of 17°.” The foregoing 
peaks are based on such temperature. 

Applicant’s superintendent of gas control, Harold C. Rosser, arrived at the 
conelusion in his testimony that applicant will not establish as a, demand on its 
supplier, Tennessee Gas Transmission Co., any more than 5100 Mcf te serve the 
peak requirement of 6033 Mcf; and will not establish as a demand any more 
than 6431 Mcf to serve the peak requirement of 7599 Mcf. The 5100 Mcf maxi- 
mum demand is deemed by applicant, conservatively, to apply to the period from 
May through November 1963; and the 6431 Mcf maximum demand, to the period 
from December 1963 to May 1964. 

Rosser testified, and the Examiner finds, that: 


The single peak-day sales alone on the East Tennessee system [do] not 
impose as much burden on operations as does the average of the three con- 
secutive days of maximum sales related to and including the peak day. It 
is not just that one day with which East Tennessee must be concerned, but 
the total sales over the three-day period that poses the real problem... . 
Historically, the greatest consecutive three-day sales have occurred on East 
Tennessee’s system when the temperature was at an average mean tempera- 
ture of 25° Fahrenheit for the three-day peak period. 


The uncontradicted evidence shows that applicant uses its line for both transpor- 
tation and storage; and that thereby applicant is, and will continue to be, able 
to “blunt” the peak-day sales to the District so that total purchases over the 
three-day peak period will balance the three-day sales during such period. Ac- 
cording to Rosser’s calculations, which the Examiner finds to be accurate, em- 
ployment: of the average mean temperature of 25° F. for the three-day peak 
period: to determine the heating loads of “Project C” results in the aforemen- 
tioned respective maximum demands of 5100 Mcf and 6431 Mcf. 

Converting these demand figures to a 15.025 psia pressure base, which is the 
base at which applicant purchases gas from its supplier, they become 5058 Mcf 
and 6378 Mcf, respectively. 


Return on Investment in Laterals Assuming No Valley Gas Sales 


The District estimates that it will purchase 725,652 Mcf (at 15.025 psia) in 
the year 1963-64 for “Project C.” This figure is not disputed., Applicant claims 
that in the five winter months of 1963-64 (November 1963-March 1964), it can 
make sales of valley gas, associated with the demands to be established to pro- 
vide the service to “Project C,’ amounting to 354,976 Mcf (at 15.025 psia). 
Addition of the 725,652 Mcf and the 354,976 Mef gives’ 1,080,628 Mef, which, 
according to applicant, represents the total volume of gas to be purchased in the 
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third year of operation (1963-64). Applicant’s estimate of the cost of the 
1,080,628 Mcf, including both demand and commodity charges, is as follows: 


Demand charge: 
5058 Mcf x 7 months x $2.85/Mo./Mcf____-_--------_- $100, 907 
6878 Mcf x 5 months x $2.85/Mo./Mcf_~—~--_ 2 _---_-- 90, 887 



































Total’ demand chargé... 22.22 eile i ul iu 
Commodity charge: 
1,080\026' Mcf = 223.06/Moefiu iil cn tek ll 244, 222 


Total thied year................ ..wssinsesombiisnane ts 436, 016 


Applicant comes out with an average incremental cost of purchased gas to 
it for “Project C” during the third year of 40.35¢ per Mcf,* which compares with 
the 69¢ per Mcf which the Examiner found to be the incremental cost in his 
former decision herein, upon the basis of the record which had then been made. 

Applicant computed its estimated incremental income and return for the two 
laterals in the third year as follows: 


Revenues : 
Total sales—project O_.............. et $482. 544 
Valley gas enles...... 2 bie a 116, 136 
I iS tare acs ininin oplodcakscrmalibatidphacdwktatnnne 548, 680 


Revenue deductions: 


i Mia ce eR I Ae 436, 016 

TisiewiiebiO! 202 bs Oto Soot) is 1 10 3, 795 

Customers’ accounting and collecting__._._..--.-__--_- 416 

Balen pwometiowi.s 2:0 226 cute er co tees 556 

Administrative and general__.__.--_-_-.-.------------- 4, 714 

II fi aceon oe eee 15, 296 
Taxes: 

UD  Saccnash ce etee eees ee sie te one eee 42,213 

CM ta Re soe At OF aii, 2 sae 9, 330 

Total revenue deductions___.____-.-..----.._---_- 512, 336 

Web qpeentitig reventle= sc. oa hid ea eecs 36, 344 

be TO iki sich istcealigclih ee Bigg AAR citi bigs aati genie Unie 471, 644 

Rade of, neturt:.OR TObb) PO 6 itiniedeg cscs pico tinne 7.71% 


The Examiner is of the view that this estimate of income and return is valid 
and reasonable, except in the following three particulars: (1) The item of pur- 
chased gas expense should be adjusted to reflect an “annualization” of the gas 
purchase demand charge. (2) The evidence does not justify a finding that 
there will be a market for the entire 354,976 Mcf of valley gas; and the elimina- 
tion of whatever portion should be eliminated of the claimed valley-gas sales 
will, of course, diminish the income and return. (3) Applicant computed its 


1 The 40.35¢ is derived by dividing the total incremental cost of purchased gas ($436,016) 
by the total volumes to be purchased, including valley gas (1,080,628 Mcf). The pur- 
chased gas costs are then applied to the estimated volumes to be sold to Mid-Tennessee 
(725,632 Mcf) to obtain the cost of purchased gas attributable to the proposed facilities. 
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income tax by assuming that the construction of the two laterals would be fi- 
nanced entirely from equity funds. The income tax should be recomputed by 
assuming that such construction will be financed from equity and debt funds 
in the same ratio as applicant’s present capital structure. 

Respecting the “annualization” of the gas purchase demand charge, Chatta- 
nooga argues that applicant’s seven-month-five-month method of computing the 
incremental demand charge which would be incurred during the third year of 
service is improper; that the District’s showing of the economic feasibility of 
“Project C” is predicated upon a levelling of the gas volumes required in the 
third year and the use of the average number of customers during such year; 
that it is properly to be assumed that the demand charge which would be in- 
curred to serve that number of customers is the higher billing demand, and 
that that charge will continue during all subsequent years; consequently, that 
the billing demand of 6378 Mcf should be used for the entire 12 months. We 
agree. Adjustment of applicant’s estimate of income and return by giving effect 
to such use of the 6378 Mcf billing demand results in a reduction of the net 
operating revenue by $12,183. 

Applicant’s claim that there will be a market for the valley gas created by the 
proposed sale to the District will be treated of hereinafter. For the purpose of 
the discussion at this point, it will be assumed that there will not be a market 
for any of such gas. Adjustment of the estimate of income and return by 
elimination of the valley gas sales results in a further reduction of the net 
operating income by $16,614. 

Respecting the nature of the funds which will be used to finance the construc- 
tion of the laterals (and the consequent effect upon the amount of the income 
tax), there was no evidence respecting the financing other than a stipulation of 
the participants that, “Financing of applicant’s project will be from funds which 
will be available to applicant.” The District in its brief makes the following 
statement, which the Examiner accepts as true as a matter of common knowl- 
edge: 

Pipelines making small investments in laterals such as those here in- 
volved, do not make advance plans for financial commitments. Generally, 
such construction is financed by cash on hand or temporary bank loans, and 
is eventually worked into the pipeline’s permanent capital structure through 
some combination of long-term financing. 

It seems fair and reasonable, for the purpose of the decision in this case, to 
assume that there will eventually be permanent financing of which the $509,884 
representing the cost of the laterals will be a part; and that the financing will 
be in the same proportions of equity and long-term debt as applicant’s present 
capitalization. That proportion is approximately 45% capital stock and sur- 
plus, and 55% long-term debt. On this assumption, 55% of $509,884, or $280,- 
436, will be debt capital. In view of the prevailing cost of money, an interest 
rate of at least 5% on the bonds is a reasonable assumption. At 5%, the 
annual interest cost on the long-term debt of $280,436 is $14,022. 

After (1) “annualizing” the gas purchase demand charge, (2) eliminating 
the valley gas sales, and (3) computing the income tax on the basis of an 
interest cost of $14,022, the net operating revenue becomes $15,625; and the 
rate of return on the rate base, 3.312%. 


Valley Gas Sales 


There remains to be considered the question of what market, if any, will be 
available for the valley gas resulting from the demands established by appli- 
eant on Tennessee to supply the requirements of “Project C.’ The Examiner 
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finds that the volume of valley gas which will thus be created in the five winter 
months of November 1963 through March 1964, as computed by applicant— 
354,976 Mcf—is correct. The revenue item in applicant’s estimate of income 
and return, supra, “Valley Gas Sales, $116,136,” is the revenue which would 
result from the sale of all such gas. Evidence introduced on behalf of ap- 
plicant is to the effect that there will be a market for the entire volume of this 
gas.in the 1963-64 winter heating season and each winter season thereafter ; 
that in such winter seasons the amount of valley gas will be no greater and 
perhaps will be less than that which was available in the winter season of 
1959-60 ; that the entire 354,976 Mcf can be sold to Bowaters Southern Paper 
Corporation, a direct sales customer of applicant and a purchaser of large 
volumes of interruptible gas. 

Evidence introduced on behalf of Chattanooga Gas Co. is vastly different from 
the foregoing. According to Chattanooga’s evidence, there will be a large 
over-supply of valley gas on applicant’s system in the 1963-64 heating season 
and subsequent heating seasons, so that there will not be a market for any 
of the valley gas which would become available as a result of the proposed sales 
to supply the requirements of “Project C.” 

To enable an understanding of the evidence adduced by each of the parties 
on the question of the market for the valley gas, reference needs to be made 
to the purchases of gas at Oak Ridge by the United States of America, repre- 
sented by the Atomic Energy Commission. For convenience, the purchaser 
will be referred to as the Atomic Energy Commission (AEC). AEC is a direct 
sales customer of applicant, and purchases greater volumes of gas than any 
other direct sales customer. An agreement between applicant and AEC pro- 
vides for the purchase by AEC on a firm basis of a contracted demand of 30,000 
Mcf per day (at 14.9 psig) from November 1, 1958, to November 1, 1959; and a 
contracted demand of 20,000 Mcf per day from November 1, 1959, to November 1, 
1960. On November 1, 1960, the contracted demand will drop to 15,000 Mcf 
per day, and later, to 10,000 Mcf per day; and on November 1, 1962, will level 
off at 6000 Mcf per day. Applicant is given the right by the contract, on and 
after November 1, 1959, to cut the firm deliveries back to not less than 6000 
Mcf on any day. The contract also provides that AEC may, until November 1, 
1962, purchase specified volumes of dump gas. 

During the same period of time that the AEC firm load will be diminishing, 
applicant’s firm sales for resale will be increasing. An expert witness for Chat- 
tanooga estimated that the increase in peak firm day requirements of resale cus- 
tomers from 1959 to 1963 will be 38,937 Mcf, exclusive of the proposed sales to 
the District for “Project C.” Said witness further estimated that the increase 
in annual sales which are applicable to the five heating months will be 2,919,093 
Mcf, exclusive of the sales for “Project C.’”’ He then estimated the increase in 
billing demand to be incurred to make the increased firm sales for resale, by 
using the same method as that employed by applicant’s witness Rosser to esti- 
mate the increase in billing demands which would be incurred on account of the 
proposed sale to the District for “Project C.” This computation would seem to 
afford a rough indication of the increase in billing demand. It should be borne 
in mind, however, that the method employed by Rosser was for the purpose of 
obtaining maximum billing demands. The Chattanooga witness arrived at an 
estimated increase, from firm sales for resale, in valley gas available in the 
1963-64 heating season of 2,056,928 Mcf. \The Examiner is of the view that this 
estimate is not unreasonable. 

Chattanooga’s expert witness made some further computations on the basis of 
the volumes of gas sold to AEC in the winter months of 1959 (January, Febru- 
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ary, March, November and December 1959). He took the total sales to AEC 
during that period, 2,685,577 Mcf, and deducted therefrom 906,000 Mcf, repre- 
senting what will be the firm sales to AEC in November and December 1963 and 
January, February and March 1964. The difference of 1,779,577 Mcf, according 
to Chattanooga’s witness, constituted valley gas sold in 1959 to AKC. The 
Chattanooga witness then assumed that the 1,779,577 Mcf, and also the entire 
volume of valley gas sold to Bowaters in the 1959 winter months, of 2,062,088 
Mcf, will be available as valley gas in the 1963-64 heating season. The witness 
added these volumes to the 2,056,928 Mcf increase in valley gas available from 
increase in firm sales for resale, and came out with a total claimed volume 
available valley gas in the 1963-64 heating season of 5,898,593 Mcf. From this 
volume, the witness deducted, “Sale of Valley Gas to Bowaters in 1963-64 Heat- 
ing Season, 3,087,000 Mcf,” and arrived at a claimed “surplus” of valley gas 
available of 2,811,593 Mcf. 

This presentation of Chattanooga is erroneous in two respects. In the first 
place, it fails to take into account a portion of the market for interruptible sales 
which, as reasonably estimated, will exist in the five winter months of 1963-64. 
The 3,087,000 Mcf sale to Bowaters in those months was a figure which applicant 
at first employed, based on estimated deliveries of 21,000 Mcf per day. Ata later 
point in the hearing, applicant introduced persuasive evidence that Bowaters 
expects that it will require, in the 1963-64 winter season, from 21,000 Mcf to 
24,000 Mcf per day. The Examiner finds that 22,500 Mcf per day, or 3,330,000 
Mcf during 148 days of the 1963-64 winter season (Bowaters operates only 27 
days in December), is a reasonable estimate of the Bowaters requirements. The 
record shows that in the winter of 1959-60, other interruptible customers of ap- 
plicant were curtailed to the extent of 500,000 Mcf; and, consequently, that 
applicant should have a market for such additional volume of interruptible gas 
in the winter of 1963-64. Also, the record shows that applicant has attached, 
or definitely knows that it will attach, new direct sales customers who will take 
approximately 167,000 Mcf of interruptible gas during the 1963-64 winter season. 
Also, the record discloses that there will be an increase in resale interruptible 
sales between 1959 and 1963 of approximately 1,433 Mcf per day, or 217,816 Mcf 
during the 1963-64 winter season. The total of these volumes, 4,214,816 Mcf, 
when subtracted from the 5,898,593 Mcf of valley gas which Chattanooga claims 
will be available in the winter of 1963-64, reduces the claimed “surplus” to 
1,683,777 Mcf. 

In the second place, applicant correctly says that there is a “basic and funda- 
mental error” in Chattanooga’s presentation in that Chattanooga makes a “false 
assumption that East Tennessee will purchase the same amount of gas in 1963 
that it did in 1959,” as well as the additional volumes needed to meet the in- 
creased requirements of its resale customers. This false assumption is embodied 
in Chattanooga’s claims that applicant sold 1,779,577 Mcf of valley gas to AEC 
in the winter months of 1959; and that such volume of valley gas, together with 
the 2,062,088 Mcf of valley gas which applicant sold to Bowaters in that same 
period, will be available in the 1963-64 heating season. 

There is no basis in the record for Chattanooga’s claim that the 1,779,577 Mef 
sold to AEC in the 1959 winter months was valley gas. Weare at a loss to under- 
stand how said intervenor can make this claim when the contracted demands 
with AEC in 1959 were 30,000 Mcf and 20,000 Mcf per day. The contractual 
right accorded applicant to cut down the AEC deliveries to 6000 Mcf a day, as 
has been noted, did not go into effect until November 1, 1959. It would seem 

that in no sense can the deliveries prior to that date, up to the amount of the 
contracted demand, be considered to have been valley gas. In any event, the 
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record is clear that in the winter season of 1963-64 there will be no valley gas 
at all resulting from the established demand on applicant’s supplier by reason 
of the AEC load. For the evidence compels the conclusion that the demand pur- 
chase of applicant from its supplier for AEC in 1963 and 1964 will be only 6000 
Mcf (at 14.9 psia), and that there will be no valley gas created by such purchase. 

There was some gas, however, which applicant sold to AEC in the winter of 
1959 which was unquestionably valley gas and which will not be eliminated in 
1963-64 by the reduction of the demand purchase to 6000 Mcf. Such gas con- 
sists of dump gas. The record discloses that, in 1959, AEC purchased 9,180,828 
Mcf of firm gas and 1,759,555 Mcf of dump gas. The record gives no breakdown 
of the proportions of firm and dump gas in the 2,685,577 Mcf which AEC pur- 
chased in the winter months of 1959. The Examiner infers, however, that the 
proportions purchased in those months were, roughly, the same as during the 
whole year. On this basis, about 431,841 Mcf of the 1,779,577 Mcf was dump gas. 
This volume of 431,841 Mcf is all that is not to be eliminated, for the reasons 
aforesaid, from the 1,779,577 Mcf which applicant claims will be available valley 
gas in the winter of 1963-64. The result is that the “surplus” of 1,683,777 Mcf 
is reduced to a “surplus” of only 336,041 Mcf. 

Moreover, the record shows that a substantial portion of the 2,062,088 Mcf of 
valley gas which went to Bowaters in the winter months of 1959 will not be 
available in the winter of 1963-64. This situation will exist because, in 1963 
and 1964, applicant will exert greater efforts than it has heretofore made to hold 
down the billing demand which it establishes on its supplier. Rosser testified 
that the reduction of the AEC firm load to a flat 6000 Mcf after October 31, 1962, 
and the consequent loss in “flexibility,” are 

going to put an increased burden on East Tennessee Natural Gas Co. to 
operate at the highest possible load factor. The amount of gas that I would 
expect to buy in 1963 will be considerably less in proportion to the winter- 
time sales than that amount of gas that we are now buying. 

From the foregoing evidence, the Examiner finds and concludes that, without 
the 354,976 Mcf of valley gas which would be created by the proposed sale to 
the District, there will be a deficiency of valley. gas in meeting the 1963-64 in- 
terruptible market, and that there will be a market for part, and maybe all, of 
the 354,976 Mcf. 

There is still another consideration; viz., in the winter of 1963, AEC may still 
be a purchaser of substantial volumes of interruptible gas. Manifestly, this 
factor is speculative. But, in our opinion, it may properly be taken into account 
in dealing with the uncertainties attendant upon the question of the extent of 
the market for interruptible gas three years hence. The contractual obligations 
of applicant and AEC for the sale and purchase of interruptible gas will have 
terminated. But, as the Staff says in its brief, 

It appears to the Staff that a customer which purchased a total of 10,940,383 
Mcf of firm and interruptible gas from applicant in 1959, and which is esti- 
mated to buy 2,215,275 Mcf [at 14.73 psia] of firm gas only in 1963, might 
well be a market for sizable volumes of interruptible gas in that year. 

This consideration fortifies the foregoing conclusion respecting the market 
for the interruptible gas. 


Conclusion 


It has been seen that if none of the 354,976 Mcf of valley gas were sold, a 
reasonably-estimated rate of return on the rate base associated with the lateral 
facilities is 3.312% ; and that if all of the valley gas be sold, the rate of return, 
according to appli¢ant’s computation, will be 7.71%. If a computation of the 
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rate of return earned under the latter circumstance be made on the same bases 
as were employed in arriving at the 3.31%—.e., the adjustment of the purchased 
gas expense to reflect the “annualization” of the gas purchase demand charge, 
and the assumption that the construction will be financed 45% from equity funds 
and 55% from debt capital—the rate of return is 8.02%. 

Since there will be a market for at least a portion of the 354,976 Mcf of valley 
gas, the lowest rate of return which will be realized will be somewhat in excess 
of 3.31%. In the Examiner’s view, the rate of return which will be earned will 
lie somewhere within the range of a low figure somewhat more than 3.31% and 
the high figure of 8.02%. 

If the rate of return should be less than 6% (which, by Commission orders in 
proceedings wherein East Tennessee has sought rate increases, is the proper 
allowance for return), a small injury may attach to other customers of appli- 
cant. This adverse possibility is offset by the propitious possibility that the 
laterals will earn a rate of return of well over 6%, and thereby make a little 
contribution to the main-line cost of service. The Examiner, considering the 
circumstances presented, and weighing the interests of those who will be served 
by the laterals against the interests of those who may sustain some injury if 
they’ be constructed, concludes that the new service is required by the public 
convenience and necessity, and should be authorized. Minneapolis Gas Co. v. 
Federal Power Commission, (App. D.C.), decided May 13, 1960, 278 F. 2d 870; 
cert, den., 364_U.S. 891, 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced and the argument of counsel, it is 
further found and concluded that: 

(1) East Tennessee’s proposed facilities, described in the former initial deci- 
sion herein, are to be used by Hast Tennessee to sell and deliver to the District 
the latter’s natural-gas requirements under East Tennessee’s effective Federal 
Power Commission Gas Tariff and pursuant to two gas sales contracts, each 
dated as of May 15, 1956. One of these contracts provides for sale and delivery 
of up to 4000 Mcf of natural gas per day. (at 14.9 psia) through the Carthage 
tap facilities, and, the other provides for sale and deliviery of up to 4000 Mcf of 
natural gas per day. (at 14.9 psia) through the Monterey tap facilities. 

(2) The eonstruction and operation of the facilities as proposed by East 
Tennessee, and the proposed sales to the District, are required by the public con- 
venience and necessity, and a certificate therefor should be issued. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by. the Commission on its own motion, as provided in its Rules of 
Practice and Procedure, that: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Bast Tennessee Natural Gas Co. to construct and op- 
erate the facilities for the transportation and sale of natural gas, and to make 
the sales, hereinbefore described and described in its application, upon the terms 
and conditions of this order. The following conditions are hereby attached to 
the exercise of the rights granted under such certificate: 

(i) The certificate hereby granted shall be accepted in writing and under 
oath, by a responsible official of East Tennessee; and the general terms and con- 
ditions set forth in subsections (a), (b), (c)(1), (c)(3), (ce) (4), and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificate, and to the exercise of the rights 
granted thereunder. 
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(ii) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act, is hereby 
fixed at one year from the date on which this order issues. 

(B) The grant of the certificate hereby issued shall not be construed as a 
waiver of the requirements of Section 4 of the Natural Gas Act, or of Section 154 
of the Commission’s Regulations under the Natural Gas Act; and is without 
prejudice to any findings or orders which have been or may hereafter be made 
by the Commission in any proceeding now pending or hereafter instituted by or 
against East Tennessee. 

(C) The engineering report relative to “Project C” of Middle Tennessee Utility 
District is not hereby endorsed or approved ; nor is endorsement or approval given 
to any estimates, fees or projected method or manner of operation contained in 
such engineering report or shown by the testimony concerning such project. 

HowEeELy PuRDUE, 
Presiding Examiner. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 





GULF OIL CORPORATION, OPERATOR, DOCKET NO. G-17973; JACQUE- 
LINE ANDERSON, DOCKET NO. G-18179; SHELL OIL COMPANY, 
DOCKET NO. G-18181; NORTHERN NATURAL GAS COMPANY, DOCKET 
NO. G-18309; BARBARA OIL COMPANY, DOCKET NO. G-18492; PICK- 

RBLL DRILLING COMPANY, ET AL., DOCKET NO. G-—18582 




























ORDER RESCINDING ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECES- 
SITY. AND DISMISSING APPLICATION FOR REHEARING 


(Issued June 30, 1960) 





By order issued in the above-captioned consolidated proceedings on May 9, 
1960, 23 FPC 664, permanent certificates of public convenience and necessity were 
issued to the applicants therein, pursuant to Section 7(c) of the Natural Gas 
Act, authorizing the sale of natural gas in interstate commerce by the five pro- 
ducer applicants therein to Northern Natural Gas Company (Northern) for re- 
sale and the construction and operation by Northern of the facilities necessary 
to take and transport said gas in interstate commerce. The gas reserves in- 
volved herein are located in Glick Field, Kiowa, Comanche and Barber Counties, 
Kansas. 

The aforesaid order provided, inter alia, that the certificates therein issued 
be accepted by the applicants therefor within 30 days from the date of issuance 
of said order. The required acceptances have not been filed within the time 
prescribed nor have any such acceptances been filed to date. By telegram filed 
on June 7, 1960, Gulf Oil Corporation (Gulf), the operator of the instant prop- 
erties and one of the two major interest owners with respect to the gas involved, 
advised that it would not accept the certificate issued to it in these proceedings. 
In addition, by letter filed on June 20, 1960, Northern states that it was notified 
by Gulf and Barbara Oil Company through letters dated June 7, 1960, that each 
of said companies had cancelled their respective gas sales ‘contracts with 
Northern. Furthermore, as expressly provided in the aforesaid order, upon the 
failure of Shell Oil Company (Shell) to file an acceptance within the time 
prescribed, the riotice of withdrawal theretofore filed by Shell, the other major 
interest owner, on April 11, 1960, constitutes a refusal of the certificate issued 
to Shell in these proceedings. 
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Northern’s proposal is not economically feasible without both the Shell and 
Gulf reserves. Since Paragraph (EF) of the aforesaid order conditioned the 
grant of a certificate to Northern upon acceptance of the certificates issued to 
the other applicants herein, any certificate granted Northern is and can be, 
as Northern states in its aforesaid letter, of no force and effect in view of the 
foregoing circumstances and consequent lack of feasibility. 

In view of the foregoing, the merits of the joint application for rehearing of 
the aforesaid order filed by Minneapolis Gas Company and Northern States 
Power Company (Minn. & Wisc.) on June 8, 1960, need not be considered and 
said joint application should be dismissed. 


The Commission further finds: 


It is necessary or appropriate to carry out the provisions of the Natural Gas 
Act that the aforesaid order of May 9, 1960, issuing certificates of public con- 
venience and necessity to the applicants herein as aforesaid, be rescinded and 
that the joint application for rehearing filed herein on June 8, 1960, as afore- 
said, be dismissed. 

The Commission orders: 


(A) The aforesaid order of May 9, 1960, issuing certificates of public con- 
venience and necessity to the applicants herein, be and the same hereby is 
rescinded. 

(B) The aforesaid joint application for rehearing filed herein on June 8, 
1960, be and the same hereby is dismissed. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


IDAHO POWER COMPANY, PROJECT NO. 2061 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued June 30, 1960) 


Idaho Power Company, Licensee for Project No. 2061,’ from time to time filed 
statements, pursuant to Section 4.1 of the Commission’s Regulations under the 
Federal Power Act, claiming for the period from January 1, 1952, through 
December 31, 1958, project additions and retirements resulting in (1) a $58,164.29 
net increase in project cost over the previously determined amount of actual 
legitimate original cost of the project, $10,155,548.38 as of December 31, 1951,” 
and (2) a resulting total claimed actual legitimate original cost of the project 
as of December 31, 1958, of $10,213,712.67.2 The claimed net increase of $58,- 


1The project is located on the Snake River in Gooding and Twin Falls Counties, Idaho, 
and may be described as the Lower Salmon Falls project. The license (issued pursuant to 
Section 4(e) of the Federal Power Act), authorizing the construction, operation and 
maintenance of the redeveloped hydroelectric project (a redevelopment of Licensee’s former 
Project No. 457), is by its terms effective for a period of 50 years, commencing December 
24, 1947. 

? See Commission order issued June 29, 1956 (15 FPC 1617). 

* Articles 33 and 34 of the license provide that the Commission shall determine the 
actual legitimate original cost, as of December 24, 1947, the effective date of the license, 
of any parts of the old development that became a part of the new project, and the actual 
legitimate original cost of the newly constructed parts of the project, together with any 
additions to or betterments of the project. 


676-806—64——61 
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164.29 results from claimed and recorded project gross additions and retirements 
totaling $64,177.93 and $6,013.64, respectively, and is more specifically shown in 
the attached schedule. 

The Commission’s staff made a field examination of the books and records 
of Licensee and other data for the purpose of ascertaining the correctness of 
the claimed and recorded project cost changes and resulting project cost as of 
December 31, 1958. 

As a result of that examination, an agreement, subject to Commission approval, 
was reached between the staff and Licensee’s representatives with respect to a 
proposed adjustment involving a reclassification of project cost within the 
project plant accounts in the amount of $2,316.87 ; and the accounting disposition 
of that amount. The proposed adjustment would not affect the total amount of 
claimed cost of the project. 

The accounting disposition of the amount imvolved in the proposed reclassi- 
fication within the project plant accounts is shown by the following journal 
entry: 

Debit Credit 
824 Accessory electric equipment__.__________________- $2, 516. 87 
825 Miscellaneous powerplant equipment____.______________- $2, 516. 87 

The Idaho Public Utilities Commission was advised by letter of this Commis- 
sion, dated May 2, 1960, of the proposed adjustment, including the accounting 
disposition, and resulting project costs, as recommended by the Commission’s 
staff and agreed to by the Licensee as set forth above. By letter dated May 
31, 1960, that Commission indicated that it had no objection to the staff’s recom- 
mendations. 


The Commission finds: 


(1) Licensee, by its tentative agreement to the proposed adjustment, includ- 
ing the accounting disposition and the resulting project costs, and the Idaho 
Public Utilities Commission, by its letter dated May 31, 1960, have obviated the 
necessity for notice and opportunity to protest provided in Sections 4.4 and 4.5 
of the Commission’s Regulations under the Federal Power Act. 

(2) The foregoing adjustment, including the accounting disposition, is rea- 
sonable and appropriate for the purposes of the Federal Power Act, and, there- 
fore, should be approved and directed as hereinafter provided. 

(3) The net increase or change in the actual legitimate original cost of 
Project No. 2061 from January 1, 1952, through December 31, 1958, is $58,164.29, 
comprised of gross additions of $64,177.93 and gross retirements of $6,013.64; 
and the resulting actual legitimate original cost of the project as of December 
31, 1958, is $10,213,712.67, classified by primary plant accounts as shown by the 
attached schedule. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regula- 
tions under the Federal Power Act are hereby waived for the purposes of this 
order. 

(B) The foregoing adjustment and accounting disposition, as proposed by 
the staff and agreed to by the Licensee, are hereby approved and directed to 
be made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for Project No. 2061, showing 
the debit amount of $58,164.29 as the net increase or change in the project 
cost for the period January 1, 1952, through December 31, 1958; and the total 
debit balance of $10,213,712.67 as the actual legitimate original cost of the 
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project as of December 31, 1958, all as more specifically shown in the attached 
schedule classified by primary plant accounts of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees. 

(D) Licensee shall within 60 days from the issuance of this order file three 
certified copies of its adjusting journal entries showing compliance with this 
order. 


ProgeEct No. 2061 (LOWER SALMON FALLS), IDAHO POWER Co. 


ACTUAL LEGITIMATE ORIGINAL COST 


| Changes from Jan. 1, 1952, through | 
| Allowed cost | Dec. 31, 1958 | Allowed cost 





























Account No. and title } as of Dec. 31, | - _| as of Dec. 31, 
1951* | 1958 
As claimed; Adjust- As revised 
| | |} ments 
tissitbsintitesieihiniiitinnsitehuanithanaiuan.Ipuaaehiathis in deplblnaanshpniimanianasmegitlein 
Hydraulic production plant | | | 
| | | | 
320 Land and land rights.....-.-..-..; $82,103.84 | $13, 083.21 |_.... $13, 083. 21 
321 Structures andimprovements...-.| 311,694.81 | 25,738.05 |......-.....| 25, 738.95 | 
322 Reservoirs, dams, and waterwavs.| 5, 416, 456. £9 1, 309. 86 |. 1, 309. 86 | 
323 Water wheels, turbines, and | | } | 
generators__ echt ...| 3, 425, 255. 91 1, 904.61 }....--- 1, 904. 61 3, 427, 160. 52 
324 Accessory electric equipment. 231, 286. 50 10, 197. 57 $2,616.87 | 12,714. 44 244, 000 94 
325 Miscellaneous powerplant equip- | 
NE bch he rit cdanee ------| 190, 258. 56 | 5, 577.42 | (2, 516. 87) 3, 960. 55 193, 319. 11 
° = ee eee 
Total hydraulic production | | | 
Sica ncscdta nthwhenen 9, 657, 056.31 | 57,810.72 |__....-- -| 57,810.72 | 9, 714, 867.03 
| | ——|= = -sa-= 
Transmission plant | 
| | 
342 Structures and improvements... 82, 803. 36 |--~ --------|-------- alcatel she 82, 803. 36 
343 Station equipment. -_._.........-- GN Lencadacccnasinanctans ‘Eos 409, 969. 38 
345 Poles and fixtures. -.............- | TOE Enenen onens éebetendd-thataet | 2, 184. 45 
346 Overhead conductors and de- | 
ee RTS focdiili ied FO. Sel Ciikiss 2, 221. 84 
oe ———_—— | ES 
Total transm‘ssion plant...| 497, 179.03 |_....--- So 497, 179. 03 
(eS ae === se == —=: 
General plant | | 
| | 
378 Communication equipment... -| 1, 313. 04 353. 57 | .. | 53. 57 1, 666. 61 

















712. 67 


Totai cost of proiect..------ 110, 155, 548.28 | 58,164.29]... 58, 164.29 | 10, 213, 
' i | I 


( ) Denotes credit. 
*See Commission order issued June 29, 1956 (15 FPC 1617). 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


PENNSYLVANIA POWER & LIGHT COMPANY, PROJECT NO. 1881 


ORDER APPROVING AND DIRECTING RECLASSIFICATION OF AMOUNTS IN ACTUAL 
LEGITIMATE ORIGINAL PROJECT COST 


(Issued June 30, 1960) 


Pennsylvania Power & Light Company, Licensee for Project No. 1881, by 
letter dated March 10, 1960, submitted for Commission approval proposed 
journal entries reclassifying certain amounts within the project plant accounts 
for the Holtwood Project; which reclassifications would not affect the total 
original cost of the project as previously determined by the Commission. 
The Commission by order issued January 31, 1957 (17 FPC 98), determined 
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the actual legitimate original cost of Project No. 1881 to be $16,773,419.71 as 
of June 1, 1955. The original licensee of the Holtwood Project was the Pennsyl- 
vania Water and Power Company. 

Pennsylvania Power & Light Company, upon acquisition of the project 
properties and the transfer of the license therefor as of June 1, 1955, from 
the former licensee, Pennsylvania Water and Power Company, commenced an 
analysis of project costs to establish a continuing property record. As a 
result of that analysis, Licensee discovered that certain charges for portions 
of the initial construction and for additions thereto were improperly classified 
under the utility plant classification requirements prescribed by the Commis- 
sion’s Uniform System of Accounts Prescribed for Public Utilities and Licensees 
subject to the provisions of the Federal Power Act; and that credits for certain 
retirements were not recorded in the respective plant accounts in which the 
cost of the items of project property was originally entered. 

The accounting disposition of the proposed reclassifications within the project 
plant accounts, which are shown more specifically in the attached schedule, 
is shown by the following composite journal entry: 


Debit Credit 
322 Reservoirs, dams, and waterways $351, 081. 25 


324 Accessory electric equipment. 204, 828. 06 
325 Miscellaneous powerplant equipment 28, 216. 53 
342 Structures and improvements—transmission 
105, 275. 99 
Structures and improvements—produc- 
tion plant $327, 845. 78 
Water wheels, turbines, and generators 253, 313. 76 
Station equipment 107, 636. 89 
378 Communication equipment. 555. 40 


The Commission’s staff has reviewed the proposed reclassifications within the 
project plant accounts and recommends Commission approval thereof. 

The Public Utility Commission of Pennsylvania was advised by letter of this 
Commission dated May 2, 1960, of the reclassification within the project plant 
accounts, as proposed by Licensee and recommended by the staff of this Com- 
mission. By letter dated May 4, 1960, that Commission indicated no objection 
to the foregoing. 


The Commission finds: 


(1) The letter dated May 4, 1960, of the Public Utility Commission of Penn- 
sylvania obviates any necessity for notice and opportunity to protest provided 
by Sections 4.4 and 4.5 of the Commission’s Regulations under the Federal Power 
Act with respect to the proposed reclassifications as described above. 

(2) The afore-mentioned reclassifications within the project plant accounts 
are reasonable and appropriate for the purposes of the Federal Power Act, and 
should be approved and directed; and the Commission order issued herein Jan- 
uary 31, 1957 (17 FPC 98), should be amended to reflect such reclassifications ; 
all as hereinafter provided. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s, Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The proposed reclassifications within the project plant accounts, as shown 
in the attached schedule, by primary plant account of the Commission’s Uniform 
System of Accounts, and recommended by the staff, are hereby approved and 
directed to be made by Licensee; and the Commission order issued herein Jan- 
uary 31, 1957 (17 FPC 98), is hereby amended in accordance therewith. 
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(C) Licensee, to the extent that it has not already done so, shall establish and 
maintain control and detailed plant accounts for Project No. 1881 showing the 


total debit balance of $16,773,419.71 classified as more specifically shown in the 
attached Schedule. 


(D) Licensee shall submit, within 60 days from the date of issuance of this 
order, certified copies of the accounting entries giving effect to the reclassifica- 
tions herein approved and directed. 


ACTUAL LEGITIMATE ORIGINAL COST AS OF JUNE 1, 1955, RECLASSIFIED AFTER 
ANALYSIS FOR CONTINUING PROPERTY RECORDS 


As classified Proposed a/l- | As reclassified 
pursuant to |justments after| after adjust- 
commission | analysisfor | ments for 
order issued | continuing | continuing 
Jan. 31, 1957 | property | property 
records records 





1. Intangible plant 


Miscelleneous intangible plant____.--.- , een $21. 414. 33 | 





\ 
Total intangidle plant. .-....-...--- ioe 21, 414.33 |_..... 


Il. Production plant 


SE EE TE ite dnes cincinnati an Sanna 2, 056, 677. 
Structures and improvements... ..........-...--- 1, 486, 839. 36 
Reservoirs, dams, waterways - --.---- 5, 900, 207. 


Water wheels, turbines and generators. eee ey 4, 234, 634. 


Accessory electric equipment - -- sche , 444, 455. € 
Miscellaneous power plant equipment -- 248, 654. 
Roads, railroads, and bridges - - ‘ 2, 239. : 


Total production plant. 
ITl. Transmission plant 


342 Station equipment_.- eet j 7, 636. 89 
344 Towers and fixtures. 


Structures and improvements._......-.--- 5, 275. 99 
Totai transmission plant... ia dane 1, 307, 531. (2, 360. 90 
V. General plant 
Communication equipment. 
Total general plant. _..--. 


Total actual !egitimate original cost. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


SOUTHERN CALIFORNIA EDISON COMPANY, PROJECT NOS. 67, 120, 372, 
382, 1930, 19382, 19838 (SANTA ANA 1), 1983 (SANTA ANA 2), 1934, 2017, 
AND 2086 


ORDER DETERMINING ACCRUED DEPRECIATION AND PRESCRIBING ACCOUNTING 
THEREFOR 


(Issued June 30, 1960) 


The Commission has here under consideration, the matter of the determina- 
tion of the respective reserves for accrued depreciation applicable to the project 
properties of ten licensed projects of the Southern California Edison Company. 
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The ten hydroelectric projects (11 plants)* are listed below. They have been 
in operation for varying periods of time and all were in operation as of De- 
cember 31, 1955, the terminal date of the various periods of time of concern 
herein. 
Project Nos. 67 California (Big Creek—part) (new project) 
129 California (Big Creek—part) (new project) 
872 California (Lower Tule) (constructed project) 
382 California (Borel) (constructed project) 
1930 California (Kern River No. 1) (constructed project) 
1932 California (Lytle Creek) (constructed project) 
1933 California (Santa Ana 1) (constructed project) 
1933 California (Santa Ana 2) (constructed project) 
1934 California (Mill Creek 2 and 3) (constructed project) 
2017 California (Big Creek No. 4) (new project) 
2086 California (Lake Thos. A. Edison) (new project) 

Previously, the Commission determined the respective amounts of the initial 
accrued depreciation reserves for certain of the above (constructed) projects, 
as of May 1, 1946, (the effective dates of their respective licenses), by orders 
entitled Southern California Edison Company as shown below: 





Depreciation 
Reference FPC Project Nos. Issuance dates Reserves 
reports of Commission approved 
orders amounts 








a sie cco andepnaaounaiae . 93,1957 


$518, 979. 84 
18 FPC 752 Till iditctehethisindanMasdiasriiiibilcubmnibedabesiennéaianaiiats Dec. 3,1957 45, 000. 31 
18 FPC 756 Coo i ocasunioumenenuen Dec. 3,1957 151, 635. 60 
18 FPC 756 a es PC, 59, 724. 86 
18 FPC 764 I a a talc eali ainsi idl micdedunancaanen Dec. 4, 1957 177, 949. 59 





The respective amounts of the reserves for accrued depreciation applicable 
to properties of those projects for the period from May 1, 1946, to December 31, 
1955, have not been determined by the Commission. Nor has the Commission 
determined the respective amounts of the reserves for accrued depreciation 


*These projects are located in California and licenses for all were issued pursuant to 
Section 4(d) of the Federal Water Power Act or Section 4(e) of the Federal Power Act 
to the Southern California Edison Company, which company still holds them, for periods 
of 50 years, except for those of Nos. 120 and 372 which were issued for lesser periods. 
Project No. 67 is located on the San Joaquin River and tributaries in Fresno County and 
affects lands of the United States within the Sierra National Forest; the license was is- 
sued March 3, 1921. Project No. 120 is located on the San Joaquin River in Fresno, 
Kern, Madera, Los Angeles, and Tulare Counties and affects lands of the United States 
within the Sierra National Forest; the license was issued June 8, 1922. Project No. 372 
is located on the Middle Fork of the Tule River and affects lands of the United States 
within the Sequoia National Forest; the license was issued December 31, 1941. Projects 
Nos. 382 and 1930 are located on the Kern River in Kern County and affect lands of the 
United States within or partly within the Sequoia National Forest; the licenses were 
issued February 28, 1925, and June 1, 1950, respectively. Projects Nos. 1932, 1933, and 
1934 are located in San Bernardino County and affect lands of the United States within 
San Bernardino National Forest. No. 1932 is on the Lytle Creek; No. 1933, known as 
Santa Ana No. 1 and Santa Ana No. 2 Plants, is on the Santa Ana River and tributaries ; 
and No, 1934 is on Mill Creek and its tributary. Licenses for all three were issued July 
21, 1947. Project No. 2017 is located on the San Joaquin River in Fresno and Madera 
Counties with transmission line also in Tulare and Kern Counties an affects lands of the 
United States within the Sierra National Forest; the license was issued December 23, 1949. 
Project No. 2086, known as Lake Thomas A. Edison Project (formerly known as the Ver- 
million Valley Reservoir Project), is located on Mono Creek, a tributary to the South Fork 
San Joaquin River in Fresno County and affects lands of the United States within the 
Sierra National Forest ; the license was issued September 29, 1953. 
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applicable to the properties of other of the projects involved herein. However, 
as part of Licensee’s filed initial statement of claimed net investment in No. 
872 as of the effective date of the license therefor, December 31, 1941, an 
amount of $138,373.47 was claimed as the applicable reserve for accrued de- 
preciation. But by order dated May 28, 1946, entitled Southern California 
Edison Company, Ltd. (5 FPC 528), in determining the actual legitimate origi- 
nal cost of the project as of December 31, 1941, the Commission noted that the 
staff had not as of that time examined into Licensee’s statement of estimated 
accrued depreciation. 

In addition, the Licensee has periodically made provisions for accrued de- 
preciation upon its books of account by various methods, as follows: lump sum 
appropriation, sinking fund, percentage of revenues, and straight-line remaining 
life. 

Through December 31, 1943, the licensee carried upon its books of account 
only one general depreciation reserve for its entire electric department and 
maintained no segregation between licensed projects, between project and non- 
project, or between functional groups of property. Later, but as of December 31, 
1943, the Licensee allocated its over-all depreciation reserve account balance 
by functional groups of property. To these balances as of December 31, 1943, 
were added the recorded accruals and the recorded net retirement losses for 
the years 1944 and 1945 to derive book depreciation reserve balances by func- 
tional groups to be recorded as of December 31, 1945. The allocated balances of 
the book reserve by functional groups as of December 31, 1945, were recorded 
on Licensee’s books in 1946. 

As of December 31, 1943, when the Licensee’s book depreciation reserve was 
allocated by functional groups, Licensee also made certain calculations of the 
separate depreciation reserves for each project then under license (Nos. 67, 
120, 372, and 382) as of December 31, 1943. Changes in the project reserves to 
December 31, 1945 were included in those calculations. The calculated amounts 
of accrued depreciation applicable to the respective projects were then segre- 
gated from the functional groups of the general depreciation reserve account 
and recorded separately by projects on Licensee’s books in 1946. Thereafter, 
depreciation reserves were accumulated separately by individual projects, in- 
cluding Projects Nos. 2017 and 2086 which were constructed subsequent to 
1946. 

The staff has reviewed Licensee’s depreciation practices and the calculations 
for the segregation of the project depreciation reserves as of December 31, 
1945, and recorded changes therein to December 31, 1955, and is in agreement 
with the Licensee as to amounts which are recommended by the staff for Com- 
mission approval, as more specifically shown on the attached schedule. This 
recommendation is based upon the staff’s independent analysis of Licensee’s 
depreciation reserve balance as of December 31, 1955, and not upon the diverse 
methods applied by Licensee prior to its adoption of the straight-line remaining 
life method as of January 1, 1954. 

As of December 31, 1955, Licensee’s recorded depreciation reserve balances, 
per its books of account, are in agreement with the amounts recommended 
herein for approval, except with respect to Project No. 120. The recorded de- 
preciation reserve balance for Project No. 120 as of December 31, 1955, exceeds 
the recommended amount of $3,134.16. That amount represents an unrecorded 
retirement in 1955 for which adjustment was directed by Commission’s order 
issued July 17, 1959, entitled Southern California Edison Company (22 FPC 
101), and recorded by the Licensee in September, 1959. Accordingly, no ad- 


justment of Licensee’s books is required to reflect the determinations herein 
recommended. 
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The California Public Utilities Commission was advised by letter of this Com- 
mission dated May 18, 1960, of the staff’s recommendations herein, and the re- 
sulting reserves for accrued depreciation as agreed to by Licensee, to afford 
opportunity for submission of comments or protests. By letter of May 26, 1960, 
that Commission indicated that it had no objection to the staff’s recommenda- 
tions and the resulting reserves for accrued depreciation. 


The Commission finds: 


(1) Licensee’s concurrence in the staff recommendations herein and the re- 
sulting reserves for accrued depreciation and the absence of any objections 
thereto by the California Public Utilities Commission have obviated the neces- 
sity for the notice and opportunity to protest provided by Sections 4.4, 4.5, 4.22 
and 4.23 of the Commission’s Regulations under the Federal Power Act, the 
procedural requirements of which are deemed to be applicable to the matter 
herein before the Commission. 

(2) The amounts of the initial accrued depreciation reserves applicable to 
the in-service project properties of constructed Project No. 372 as of December 
31, 1941, the effective date of the license, and constructed Project No. 382 as of 
February 28, 1925, the effective date of the license, are $124,305.15 and $557,- 


573.59, respectively, classified by functional groups as shown on the attached 
tabulation. 


(3) The respective net changes in the accrued depreciation reserves applicable 
to the in-service project properties of the following constructed projects for the 
periods from the respective effective dates of licenses to December 31, 1955 
the amounts listed below 
tabulation : 


5, are 
, Classified by functional groups shown in the attached 









Net change in 
Project*No. Period depreciation 


reserve 









iceman eibwiiten ...--| Jan. 1, 1942-—Dec. 31, 1955_._-- coma $100, 179. 26 
362. ..... eS iiseett - Sd ds cee Mar. 1, 1925-Dec. 31, 1955......-.-....---.-- 512, 981. 03 
1930_.. Siete ita Pia ....-.-| May 2, 1946-—Dec. 31, 1955._... scat ihete ‘ 349, 520. 51 
1932... i.sitcdl Beps 2; 1946-Dec.’31, 1955_....-___.-- Bick 29, 955. 91 
1983 (Santa Ana Sa 7 7 2 1946-Dec. 31, om coccinea 92, 667. 36 
1933 (Santa Ana 2)_.... ay ‘ 38, 810. 80 
1934 





117, 495. 63 






(4) The respective net changes in the accrued depreciation reserves applicable 
to the in-service project properties of the following projects constructed under 
license for the periods from the respective dates of beginning of commercial 
operations to December 31, 1955, are the amounts listed below, classified by 
functional groups as shown in the attached tabulation: 











- pasar Net change in 
Project No. Period | depreciation 
reserve 
67 | June 1, 1921-Dec. 31, 1955_-_-__- ¥ ee ee $8, 244, 339. 32 
120 | Oct. 1, 1928—Dee. 31, 1955_. eRe Leese shh 6, 259, 528. 02 
2017 | June 16, 1951-Dec. 31, ae Gavtiennrs<sidsugscbeninnenbees 1, 043, 626. 45 
2086 | Dec. 1, 1954-Dee. 31, ee = 109, 591.79 





(5) Commission approval of the respective amounts of initial accrued deprecia- 
tion reserves and the net changes in accrued depreciation reserves as recom- 
mended by the staff and set forth above is reasonable and appropriate for the 


purposes of the Federal Power Act, and, therefore, should be granted as herein- 
after provided. 
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The Commission orders: 


(A) The provisions of Sections 4.4, 4.5, 4.22 and 4.23 of the Commission’s Regu- 
lations under the Federal Power Act are hereby waived for the purposes of this 
order. 

(B) The respective amounts of initial accrued depreciation reserves and the 
net changes in accrued depreciation reserves, set out in Findings (2), (3), and 
(4) above, classified by functional groups as shown on the attached tabulation, 
and as proposed by this Commission’s staff and agreed to by the Licensee are 
hereby approved. 

(C) Licensee, to the extent that it has not already done so, shall establish and 
maintain reserves for accrued depreciation for the following projects showing 
balances listed below as of December 31, 1955, classified by functional groups as 
shown in the attached tabulation: 


Project No. Amount Project No. Amount 
steak? odbc cca $8, 244, 339. 32/1933 (Santa Anal)_._-._ $244, 302.96 
(eS 6, 259, 528. 02 | 1933 (Santa Ana 2) ___- 98, 535. 66 
Dice itenc sR ippcosnectiinwininninnse anG,; 40644 eet... 52.25, 295, 445. 22 
iii cnc ctatiewnacicaiaiae Bg EI a EE cictesisicisiinnin incr caencnerensatits 1, 048, 626. 45 
 tasaitatactieanitiabiiinnteotcin Ee ee 109, 591. 79 
ii Siac iia chanics 74, 956. 22 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


SOUTH CAROLINA ELECTRIC & GAS COMPANY, PROJECT NOS. 516, 1894 
AND 1895 


ORDER DETERMINING NET CHANGES IN ACTUAL LEGITIMATE ORIGINAL PROJECT COSTS 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued June 30, 1960) 


South Carolina Electric & Gas Company, Licensee for Project Nos. 516 
(Saluda), 1894 (Parr Shoals), and 1895 (Columbia),’ from time to time filed 
statements, pursuant to Section 4.1 of the Commission’s Regulations under the 
Federal Power Act, claiming for the period from January 1, 1948, through 
December 31, 1958, the following: 


1The Saluda project is located on the Saluda River in Lexington, Richland, Newberry 
and Saluda Counties, South Carolina. The license (issued pursuant to Section 4(d) of 
the Federal Water Power Act) is by its terms effective for a period of 50 years from the 
date thereof, August 5, 1927. It was issued originally to Lexington Water Power Com- 
pany, a predecessor of the present Licensee, South Carolina Electric & Gas Company. The 
Parr Shoals Project is located on the Broad River in Fairfield and Newberry Counties, 
South Carolina. The license (issued pursuant to Section 4(e) of the Federal Power Act) 
is by its terms effective for the period January 1, 1938, and terminating June 30, 1970. 
The Columbia Project is located on the Broad and Congaree Rivers in Richland County, 
South Carolina. The license (issued pursuant to Section 4(e) of the Federal Power Act) 
is by its terms effective for the period January 1, 1938, and terminating June 30, 1970. 





i 
' 
i 
' 
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Saluda: 

Project cost previously determined as of December 31, 

i= Sriedlcg icesine deca poe ap paces tac icipated ce eda oon ean * $22, 281, 945. 64 
Groes e0Gitleme. bi jisis kine cicesunes—be-—sienmnee 1, 063, 613. 33 
Ce RIN oo incre sancsicnisontininnenrtenecanancenenienateindaaal 161, 340. 40 
NOE credit afjnestmente isi eis cd net Ses5s 109, 174. 60 
Net increase in project cost._....-..-.------~-----...-- * 793, 098. 33 
Resulting project cost as of December 31, 1957_....-.-~- 23, 075, 043. 97 


Parr Shoals: 
Project cost previously determined as of December 31, 


DO, gi Sh mn nd Daiacacgcaimined pea iaenenakatetadetnseketebekca iad * 2, 738, 059. 08 
Cee | CIE irri settee pie ecctemnmipinbbembindibiennene: 94, 021. 43 
Cs I ihiiiccccpncime ncaa sadiamneennenaeten 80, 503. 51 
TE aa: RON ios gion pnts 5, 547. 67 
Net: Snemeane is WRAY C006 keene 69, 065. 59 
Resulting project cost as of December 31, 1958_...--~--- “2, 807, 124. 67 

Columbia : 
Project cost previously determined as of December 31, 

TON. xo ntadtx ciel etree Gt aeiebuaoaedinne * 1, 559, 801. 76 
Gs GEREN cteisnaliatntiinctii-tancestltnekrwnewen 174, 909. 21 
GeOGd SOI aces cdinth tig tecdntretentninannins 22, 723. 39 
Bee CaeGnt GTI gen on cde 119, 617. 26 
Net increase in prafect Cost. occ etn atensasnanqte * 32, 568. 56 
Resulting project cost as of December 31, 1958__.--..---- 1, 592, 370. 32 


1See opinion and order of the Commission In the Matter of Lexington Water Power 
Company decided October 19, 1987 (1 FPC 430) ; an order entitled South Carolina Electric 
¢ Gas Company dated January 11, 1944 (4 FPC 484) ; and an order entitled South Caro- 
line Electric € Gas Company issued July 20, 1950 (9 FPC 962). 

2 Licensee’s filed statements also reflect a credit adjustment of $3,333.60 applicable to 
period prior to January 1, 1948, but not recorded until 1950. See Commission order is- 
sued in the above-entitled matter July 30, 1959 (9 FPC 962). 

2 See orders of the Commission in the above-entitled matter issued July 30, 1948 (7 FPC 
824), and January 19, 1950 (9 FPC 404). 

* Licensee’s filed statements also reflect a credit adjustment of $1,412.22 applicable to 
period prior to January 1, 1948, but not recorded until 1950. See Commission order issued 
in the above-entitled matter January 19, 1950 (9 FPC 404). 

5 See orders of the Commission in the above-entitled matter issued July 30, 1948 (7 FPC 
824), and January 19, 1950 (9 FPC 404). 

® Licensee’s filed statements also reflect a debit adjustment of $2,165.86 applicable to 
period prior to January 1, 1948, but not recorded until 1950. See Commission order issued 
in the above-entitled matter January 19, 1950 (9 FPC 405). 


The Commission’s staff conducted field studies of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed project cost changes and resulting project costs as of December 31, 
1958. 


Following those studies, an agreement, subject to Commission approval, was 
reached between the staff and Licensee’s representatives with respect to certain 
proposed adjustments involving: (1) the reclassification of certain items within 
project plant accounts; (2) the reclassification of certain items from project 
plant to nonproject plant accounts; (3) other eliminations of certain amounts 
from claimed and recorded project costs; and (4) the accounting dispositions of 
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all amounts involved in the proposed adjustments. 
adjustments are as’ follows: 


By individual projects those 


Saluda : Debit 
Unrecorded retirements of accessory electrical and miscel- (Credit) 
PRUIOUUD $CUTIIION Goose cc nenrcieime nec ee RS $ (29, 381. 04) 
Over retirements of miscellaneous equipment___~--...-_-- 326. 78 
Transfer miscellaneous equipment to other physical property- (1, 523. 27) 
Reclassification from plant Account 325, Miscellaneous Power 
Plant Equipment, to plant Account 322, Reservoirs, Dams 
and Waterways, the amount of $36,232.47, indirect and 
overhead costs related to malarial control___.__----------- 0 
Transfer from project plant to nonproject plant__-.------ (79, 958, 54) 
Interest during construction understated due to error in 
plant base upon which interest was computed_____------- 1, 395. 00 
Cost of removal improperly capitalized___._._.__._--.--_--~-~- (1, 454. 06) 
Total  edinetmewi tS icsnenctdenee~teerrdeniern (110, 595. 13) 











Parr Shoals: 
Unrecorded retirements of miscellaneous equipment____---- (815. 09) 
Reclassification from plant’ Account 322, Reservoirs, Dams 

and Waterways, to plant Account 325, MisceHaneous Power 
plant equipment, the amount of $2112.48;-eost related to 


meta) trash barge. = ---=-s=sss2scecsccesanB 2s. 0 
Cost of removal improperly capitalized_-____--_.__--_-_-_-- (270. 00) 
Sn UR Se concen aa acumaneenadeawetaee (1, 085. 09) 








Columbia: 


Transfer miscellaneous. equipment from project plant to 
nonprofect plant.< = 2222 to) Bel. Oe giek opts: ye agee) ay (148. 84) 
ata]; OAS aii kw ediciones gties 84) 


The accounting dispositions of the amounts involved in the proposed adjust- 
ments and to bring Licensee’s claimed and. recorded project costs into agree- 
ment with the project costs tentatively agreed to between Licensee and the staff 
are shown by the following composite journal entries: 











Saluda: 
100.1 Electric plant in service— Debit Credit 
PROM Reet. 1 Mati ts Pals 8 es ead $79. 958. 54 
110 Other physical property.__.......-----_- 1, 523. 27 
250.1 Reserve for depreciation of electric plant 
in service—project No. 516_-..__-----_ 30, 508. 32 
100.1 Electric plant in service—project 
NOi PhO ci ews—wepielenuck. KAosase $110, 595. 13 
271 Fuatuen Burpee. = : 1, 395; 00 


Parr Shoals: 
250.1 Reserve for depreciation of electric plant 


in service—project No. 1894_________-.- 1, 085. 09 
100.1, Electric plant in service— 
project No; 1894__~. 2-2 snc an 1, 085. 09 
Columbia : 
100.1 Electric plant in service— 
WEUINOG sisenn ci tteetete cence 148. 84 


100.1 Electric plant in service— 
project No. 1600............-..... 
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After giving effect to the above adjustments, the Commission’s staff recom- 
mends and Licensee, by letters dated October 12 and November 13, 1959, which 
confirms its agreement to the proposed adjustments, including accounting dis- 
positions, and resulting project costs for Project Nos. 516, 1894 and 1895, concurs 
that the Commission determine: 

(1) The net increase or change in the actual legitimate original cost of the 
Saluda Project during the period from January 1, 1948, through December 31, 
1958, to be $682,503.20, comprised of gross additions of $1,063,021.78, gross retire- 
ments of $190,394.66 and net credit adjustments of $190,123.92 ; and (2) the actual 
legitimate original cost of the Saluda Project as of December 31, 1958 to be 
$22,964,448.84, classified by primary plant accounts of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees as shown in 
the attached Schedule A; 

(3) The net increase or change in the actual legitimate original cost of the 
Parr Shoals Project during the period from January 1, 1948, through December 
31, 1958, to be $67,980.50, comprised of gross additions of $93,751.43, gross 
retirements of $31,318.60 and net debit adjustments of $5,547.67; and (4) the 
actual legitimate original cost of the Parr Shoals Project as of December 31, 1958 
to be $2,806,039.58, classified by primary plant accounts of the Commission’s 
Uniform System of Accounts as shown in the attached Schedule B; 

(5) The net increase or change in the actual legitimate original cost of the 
Columbia Project during the period from January 1, 1948, through December 31, 
1958, to be $32,419.72, comprised of gross additions of $174,909.21, gross retire- 
ments of $22,723,39 and net credit adjustments $119,766.10; and (6) the actual 
legitimate original cost of Columbia Project as of December 31, 1958 to be 
$1,592,221.48, classified by primary plant accounts of the Commission’s Uniform 
System of Accounts as shown in the attached Schedule C. 

During the period under examination, the Licensee segregated and recorded 
in memorandum records or on its books depreciation reserves for Projects 516, 
1894 and 1895. The staff reviewed these reserves and made tentative computa- 
tions testing the adequacy thereof; however, further study of the reserves are 
being made and the staff recommends that those matters be deferred for later 
consideration and determination by the Commission. 

The South Carolina Public Service Commission was advised of the herein 
proposed adjustments, including accounting dispositions and resulting project 
costs, by letters of the Commission dated March 21, 1960. By letter of April 


22, 1960, that Commission concurred therein. 


The Commission finds: 


(1) Licensee, by its tentative agreement to the proposed adjustments, includ- 
ing the accounting dispositions, and the resulting project costs, and the South 
Carolina Public Service Commission by its concurrence therein have obviated 
the necessity for the notice and opportunity to protest provided by Sections 
4.4 and 4.5 of the Commission’s Regulations under the Federal Power Act. 

(2) The foregoing adjustments, including the accounting dispositions, are 
reasonable and appropriate for the purposes of the Federal Power Act and, 
therefore, should be approved and directed as hereinafter provided. 

(3) The net increase or change in the actual legitimate original cost of 
Project No. 516 from January 1, 1948, through December 31, 1958, in $682,503.20, 
comprised of gross additions of $1,063,021.78, gross retirements of $190,394.66, 
and net credit adjustments of $190,123.92; and the resulting actual legitimate 
original cost of the project as of December 31, 1958, is $22;964,448.84, classified 
by primary plant accounts as shown by the attached Schedule A. 
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(4) The net increase or change in the actual legitimate original cost of 
Project No. 1894 from January 1, 1948, through December 31, 1958, is $67,980.50, 
comprised of gross additions of $93,751.43; gross retirements of $31,318.60, and 
net debit adjustments of $5,547.67; and the resulting actual legitimate original 
cost of the project as of December 31, 1958, is $2,806,039.58, classified by primary 
plant accounts as shown by the attached Schedule B. 

(5) The net increase or change in the actual legitimate original cost of 
Project No. 1895 from January 1, 1948, through December 31, 1958, is $32,410.72, 
comprised of gross additions of $174,909.21, gross retirements $22,723.39, and 
net credit adjustments of $119,766.10; and the resulting actual legitimate oriz- 
inal cost of the project as of December 31, 1958, is $1,592,221.48, classified by 
primary plant accounts as shown by the attached Schedule C. 

(6) It is necessary and appropriate for the purposes of the Federal Power Act 
that the matters of the amounts of accrued depreciation applicable to the 
respective properties of Project Nos. 516, 1894, and 1895 be deferred for future 
Commission consideration and determination as hereinafter provided. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The adjustments, including the accounting dispositions, as proposed by 
this Commission’s staff and agreed to by the Licensee, are hereby approved and 
directed to be made by the Licensee. 

(C) Licensee to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for Project No. 516 showing 
the debit amount of $682,503.20 as the net increase or change in project cost for 
the period from January 1, 1948, through December 31, 1958, and to the total 
debit balance of $22,964,448.84 as the project cost as of December 31, 1958, 
classified by primary plant accounts of the Commission’s Uniform System of Ac- 
counts Prescribed for Public Utilities and Licensees as shown by the attached 
Schedule A. 

(D) Licensee to the extent that it has not already done so, shall establish and 
maintain control and detailed plant accounts for Project No. 1894 showing the 
debit amount of $67,980.50 as the net increase or change in project cost for the 
period from January 1, 1948, through December 31, 1958, and the total debit 
balance of $2,806,039.58 as the project cost as of December 31, 1958, classified by 
primary plant accounts of the Commission’s Uniform System of Accounts Pre- 
scribed for Public Utilities and Licensees as shown by the attached Schedule B. 

(E) Licensee to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for Project No. 1895 showing 
the debit amount of $32,419.72 as the net increase or change in project cost for 
the period from January 1, 1948, through December 31, 1958, and the total debit 
balance of $1,592,221.48 as the project cost as of December 31, 1958, classified by 
primary plant accounts of the Commission’s Uniform System of Accounts Pre- 
scribed for Public Utilities and Licensees as shown by the attached Schedule C. 

(F) Licensee shall within 60 days from the issuance of this order file three 
certified copies of its adjusting journal entries showing compliance with this 
order. 

(G) Nothing contained herein shall be construed as passing upon or approv- 
ing the amounts of accrued depreciation applicable to the respective properties 
of Project Nos. 516, 1894 and 1895. Those matters are hereby expressly reserved 
for future Commission consideration and determination. 








PROJECT PLANT CHANGES FOR PERIOD JAN. 
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SCHEDULE A 





1, 1948-Dec. 31, 1958 





301 


320 
321 
322 
323 
324 
325 


326 


343 


Account number and title 


Intangible plant 


III «ns cicricnteunnneteeuii | 
Franchises and consents | 
Miscellaneous intangible plant --| 





Changes from Jan. 1, 1948, through | 





Total intangible plant____| 
Hydraulic production plant 


Land and land rights............. 
Structures and improvements. - -. 
Reservoirs, dams, and waterways . 
Water wheels, turbines, and gen- 
IN oi aii nce cmaiinmeane 
Accessory electric equipment. 
Miscellaneous powerplant equip- 
ment- co 
Roads, railroads, and bridges. et 





Total ay draulic eprom | 
plant... 


Transmission plant 


Station equipment 


Office furniture and equipment_. 
Transportation equipment. -_--_-- 
Stores equipment 
Shop equipment_. 

Laboratory equipment... oa 
Communication equipment_ — 
Miscellaneous equipment_.. 


General plant ) 
“ 
-| 





Total general plant 


Total cost of project 















































Dec. 31, 1958 
Allowed cost | Allowed cost 
as of Dec. | | | as of Dec. 
31, 1947! | Asclaimed| Adjust- | Asad- | 31, 1958 
ments justed 
(1) 2 | ® | @ (5) 
| | 
| | 
$2, 782. 92 |.- sich stigmatic l psnineiaiatal $2, 782. 92 
Rate dienencia $1, 500. 00 |- $1, 500. 00 1, 500. 00 
1,500.00 | (1, 500. 00)|_...- (1, 500. 00)}_...._- sae 
4, 282. 92 |... |. 4, 282. 92 
=x = ———— — ——————— 
5, 607, 454.08 | (56, 109. 35)|_.....___- | (56, 109.35)| 5,551, 344. 73 
1, 030, 276.77 | 20, 000. 62 | ($77, 456. 25)| (57, 455. 63) 972, 821. 14 
13, 149, 604.49 | 9,176.37 | 36,232.47 | 45, 408.84 | 13, 195, 013. 33 
1, 410, 006. 48 | 221, 262. 59 (454. 06)| 220,808.53 | 1,630,815. 01 
192, 148.90 | 151, 444.46 | (24, 759.91)| 126, 684. 55 318, 833. 45 
82, 983. 33 1, 278. 53 8, 384. 10)| (37,1 105. B87) 45, 877. 76 
19, 191. 68 |__- = 19, 191. 68 
ee 
21, 491, 665. 73 | 347, 053. 22 (104, § 821. 85)| 242, 231. 37 | 21, 733, 897. 10 
SS | a wa 
729, 030. 81 | 433, 532. 00 _@ 670. 99)| 430, 861.01 | 1, 159, 891. 82 
fs 
7,668.90 | (5,693. 70)|_...--.... | (5, 693. 70)| 1, 975. 20 
11, 103. 81 | & 601.52)| (2,502. 29)| (11, 103. 81)}_____. 
RE. fo iealdsloleth ixoscdioddcaedsade 1, 230. 58 
2. i 9, 532. 63 
. “(99. 40)| 80. 02 
: & 591. 07 49, 813. 57 
; 3, 283. 34)| 3, 745. 00 
56, 966. 18 12, 513. 1 | (3, 102.29)) 9, 410. 82 66, 377. 00 
- | | | — 
22, 281, 945. 64 | 793, 098. 33 | (119, 595. 13)| 68: 2, 503. 20 | 22, 964, 448. 84 








1 See Commission order issued July 20, 1950, 9 FPC 962, 
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SCHEDULE B 


PROJECT PLANT CHANGES FOR PERIOD JAN. 1, 1948—Dec. 31, 1958 


| 
| Changes from Jan. 1, 1948, through 
| Allowed cost Dec. 31, 1958 Allowed cost 
Account number and title as of Dec. | as of Dec. 
} 31, 19471 31, 1958 
As claimed} Adjust- As ad- | 
ments justed | 





Hydraulic production plant 


Land and land rights.........-... $525, 603. 57 |....--.-- sip divteiaepdiiibeabatnacts $525, 603. 57 
Structures and improvements--..| 129,022. 22 , 758. 08 | ($6, 758. 03) } 122, 264. 19 
Reservoirs, dams, and waterways_| 1, 517, 518. 58 , 382. 48 612.35 | 1, 520, 130. 93 
Water wheels, turbines, and | | | 

RUT 8 lcsiicetccucdbe | $27,076.90 | 54,916.92 54, 916. 92 381, 993. 82 
Accessory electric equipment _---_| 70, 535, 36 16, 948. 36 87, 483.72 
Miscellaneous powerplant equip- | | | 

ONG one | 14, 419. 52 | 317. 42 | 1,297.39 | 1,614.81 16, 034. 33 
Roads, trails, and bridges_...--.-- | | 21, 803. 85 


| 
| 
| 
} 


Total hydraulic production 
went ) . | 2,675,314. 41 


Transmission plant 
Station equipment 132, 079. 08 (1, 353. 91) , 353. 91)} 130, 725. 17 


nai dishes peal 
Total cost of project 2, 738, 059.08 | 69, 065. 59 | (1,085. 09)} 67,980.50 | 2,806, 039. 58 





1 See Commission order issued Jan. 19, 1950, 9 FPC 404. 


SCHEDULE C 


PRoJEcTt PLANT CHANGES FOR PERIOD JAN. 1, 1948—Dec. 31, 1958 


Changes from Jan. 1, 1948, through 
Allowed cost | Dec. 31, 1958 Allowed cost 
as of Dec. |__ as of Dec. 
31, 19471 | | 31, 1958 
As claimed} Adjust- As ad- 
| ments justed 


Account number and title 


} | 
| | 
| | 


Hydraulic production plant 


| 
| 
| 


Land and Jand rights._.......-.-. Mm 3 3) aaa $82, 855. 18 

Structures and improvements - aot 90,175.72 | $4, 873. 32 ---| $4,873.32 95, 049. 04 

Reservoirs, dams, and waterways_| 969,418.30 | (1,474. 14) (1, 474. 14) 967, 944. 16 
Water wheels, turbines, and gen- 

indi erie tinea 237, 500. 58 134, 651. 97 ce .---| 134, 651. 97 372, 152. 55 

Accessory electric equipment sieal 166, 507. 40 | (105, 532. 26) | (105, 532. 26) 60, 975. 14 
| 


Miscellaneous powerplant equip- aes | 
ment 13, 344. 58 49. 67 ($148. 84)| (99. 17) 13, 245. 41 
Total cost of project 1, 559, 801.76 | 32, 568. 56 | (148. =) 32,419.72 | 1, 592, 221. 48 








1 See Commission order issued Jan. 19, 1950, 9 FPC 405. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


SOUTHERN NATURAL GAS COMPANY, DOCKET NO. G-13258 
ORDER VACATING DECISION OF PRESIDING EXAMINER AND TERMINATING PROCEEDING 
(Issued June 30, 1960) 


This matter is before us on exceptions to the decision of the Presiding 
Examiner, issued November 17, 1958, in which he ordered, subject to review by 
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the Commission, that this proceeding be dismissed. Since the Examiner's con- 
clusion was based on a misconstruction of the provisions of the Natural Gas 
Act and the prior orders in this docket, his decision should be vacated ; and since 
the issues herein are now moot, this proceeding should be terminated. 

Southern’s FPC Gas Tariff, Fourth Revised Volume No. 1, proposing an $18 
million rate increase, was filed on August 14, 1957, and, by order issued herein 
on September 12, 1957, was suspended until February 14, 1958. Instead of 
moving to place this revised tariff in effect, Southern was permitted by our order 
issued April 18, 1958, to substitute its FPC Gas Tariff, Fifth Revised Volume 
No. 1, to become effective as of April 16, 1958. By that substitute filing Southern 
proposed a lesser rate increase of $11 million as a settlement to which all of 
Southern’s customers had agreed, except South Georgia Natural Gas Company 
(South Georgia). 

The settlement rates were arrived at as a result of lengthy conferences in which 
the Commission staff participated fully, and were based on a total cost of service 
of $65,257,726 which had been reviewed and approved by the staff. By order 
issued herein on April 18, 1958, this cost of service was accepted and the settle- 
ment tariff was allowed to go into effect without suspension but subject to hearing 
on two issues involving the relative levels of the demand and commodity com- 
ponents of the proposed rates and certain “Conditions Relating to Refunds and 
Future Rate Reductions” annexed to the tariff." It was further provided that 
any change in the relative levels of the demand and commodity components of 
Southern’s rates which might be ordered after hearing should not be applied 
retroactively. 

Upon opening of the hearing on November 12, 1958, Southern took the position 
that since the settlement tariff had been accepted by the Commission it was 
incumbent upon other parties proposing changes in such tariff to go forward 
with evidence in support of such changes. That position was vigorously con- 
tested by staff counsel and counsel for the Alabama cities of Birmingham, 
Gadsden and Tuscaloosa. Staff counsel requested that Southern be required 
to go forward in support of the proposed rates which the Commission had ac- 
cepted subject to hearing. When all parties declined to proceed first with 
presentation of evidence, the Examiner dismissed the hearing. The Examiner's 
conclusion that the order issued herein on April 18, 1958, relieved Southern of 
its obligation to present evidence on the two issues set for hearing was un- 
warranted and his decision based on this conclusion will be vacated. 

Thereafter, on April 13, 1959, Southern tendered further proposed increased 
rates, which, after suspension, became effective, subject to refund, on November 1, 
1959, in Docket No. G—18512, superseding the Docket No. 6—13258 rates. In 
view of the supersession by the Docket No. G—18512 rates, the question of a 
prospective change in the demand and commodity components of the rates in 
the instant proceeding became moot. Furthermore, during the period that 
Southern’s FPC Gas Tariff, Fifth Revised Volume No. 1, was in effect there 
was no occasion to give effect to the prospective rate reduction terms of the 
questioned Article III of the “Conditions Relating to Refunds and Future Rate 
Reductions” annexed to that tariff. With the introduction of new rates on 
November 1, 1959, this provision expired by its own terms. Nevertheless, the 
provision for refunds based upon refunds received by Southern from its sup- 


1 Neither Southern, .nor any of its customers objected.to this conditional acceptance of 
the settlement. The motion of Cotton Manufacturers Association of Georgia for. recon- 
sideration of the April 18, 1958 order was denied by order issued June 2, 1958. The 
Association is not itself a customer of Southern’s, nor a party to the settlement. 


676-806—64——62 
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pliers, contained in Article II of the aforementioned “Conditions,” is a con- 
tinuing obligation attached to the settlement rates and will apply to any such 
refunds received by Southern involving the volumes of gas sold under the 
settlement rates from April 16, 1958, until November 1, 1959. 

Only one refund has been received by Southern to date of this order, that 
one being by Durbin Bond & Company pursuant to order issued August 19, 1959, 
in Docket No. G-14619. Southern has, in turn, passed on this refund to its 
customers, except South Georgia. The latter was omitted from the refunding 
because the aforementioned “Conditions” apply only to parties to the said 
settlement agreement. There now appears to be no justification for this ex- 
ception and we shall hereinafter provide for appropriate amendment to the 
refund “Conditions.” 

There remains for consideration the special provisions of the order of April 
18, 1958, requiring refunds to South Georgia. As stated in that order, this 
exception to the otherwise agreed settlement was necessary because South 
Georgia’s concurrent rate filing, by which it proposed to recover from its own 
customers the increase in Southern’s rates, was then pending before the Com- 
mission in Docket No. G—13550. In that case South Georgia’s customers had 
strongly opposed any increase whatsoever. This fact was relevant to the pres- 
ent case because of the possibility that the Memphis decision,’ then pending 
before the Supreme Court, might have been affirmed, which would have required 
South Georgia to obtain the prior consent of its customers to any rate increase.* 
Thus, even if the increase in Southern’s rates were approved by the Commission, 
South Georgia might have been unable to recover the increase from its own cus- 
tomers. In order to protect South Georgia against this particular contingency, 
Southern provided as part of the settlement tariff a Rate Schedule P-2, to apply 
only to South Georgia and to go into effect subject to refund. It was on this 
basis that we approved this exception, which might otherwise have been dis- 
criminatory. Now that the Memphis decision has been reversed ‘* and it has been 
determined that South Georgia had the right, under its tariff and service agree- 
ments, to file the unilateral rate change in Docket No. G—-13550,' there is no rea- 
son for continuing Southern’s refund obligation.® 

On January 20, 1960, Southern filed a motion to terminate this proceeding. 
South Georgia has opposed this motion on the theory that the refund condition 
in the order of April 18, 1958, excepted Rate Schedule P-2 from all of the other 
provisions of the order and reserved to South Georgia the right to contest 
the reasonableness of that rate in a proceeding under Section 4, which would 
necessarily involve Southern’s entire rate structure and overall cost of service. 
This was neither the intent nor the effect of the order of April 18, 1958. As 
stated therein, total firm jurisdictional revenues to Southern in the amount of 
$65,257,726, which included the revenues to be collected under Rate Schedule 
P-2, were accepted by all parties, and were not to be the subject of further 


2 Memphis Light, Gas and Water Division v. F.P.C., 250 F. 2d 402 (CADC 1957). 

*See “Order Permitting Substitution of Revised Tariff Sheets and Making Effective 
Proposed Tariff Changes upon Filing of Bond or Equivalent Assurance of Refund of Excess 
Charges,” issued May 21, 1958, in Docket No. G—13550, requiring South Georgia to file a 
bond rather than a corporate undertaking, because of the possible effects of the Memphis 
decision, supra. 

#358 U.S. 108. 

5See “Order Amending Order to Allow Substitution of Undertaking for Depository 
Agreement to Assure Refund of Excess Charges,” issued March 80, 1959, in Docket No. 
G-13550. 

*cCf. Order issued November 16, 1959, in Texas Gas Transmission Corporation, Docket 
No. G-12823, providing for termination of that proceeding under a similar situation. 
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controversy. The only hearing provided for concerned the two limited issues 
mentioned above. There was no finding that the rate to South Georgia, which 
was identical to the accepted rates for other contract demand customers in 
Southern’s Zone 2, might be unjust or unreasonable, and the rate was not 
suspended for the usual five-month period. The only question as to South 
Georgia’s rate, apart from the two reserved issues, was whether the entire 
amount of the increase might have to be refunded by Southern as a result of 
the Memphis decision, supra. Since that question has been answered in the 
negative, and the other issues are moot, this proceeding should now be 
terminated. 


The Commission finds: 


(1) Good cause exists for vacating the decision of the Presiding Examiner 
issued herein on November 17, 1958, and for terminating this proceeding. 

(2) The provisions for making refunds to its customers of refunds received 
from its gas suppliers, contained in the “Conditions Relating to Refunds and 
Future Rate Reductions” attached to the said Fifth Revised Volume No. 1 of 
Southern’s FPC Gas Tariff, are unduly preferential and unlawful insofar as 
they exclude therefrom any resale customer not a party to the rate settlement 
agreement which preceded the filing of said revised tariff. 


The Commission orders: 


(A) The decision of the Presiding Examiner issued herein on November 17, 
1958, is hereby vacated. 

(B) The “Conditions Relating to Refunds and Future Rate Reductions,” at- 
tached to and made a part of the aforementioned Fifth Revised Volume No. 1 
of Southern’s FPC Gas Tariff, are hereby modified by striking out the phrase 


“which are parties to the settlement pursuant to which such Fifth Revised 
Volume No. 1 becomes effective’ contained in Article I of said conditions; and 
Southern is hereby directed to make all of such refunds to all of its jurisdic- 
tional resale customers in accordance with the terms of said conditions. 

(C) Southern’s obligation to make refunds of excess charges under para- 
graph (B) of the order issued herein on April 18, 1958, is hereby discharged ; 
provided, however, that Southern’s obligation to pass on to its customers the 
possible refunds received from its gas suppliers in accordance with Article II 
of the “Conditions Relating to Refunds and Future Rate Reductions,” afore- 
mentioned, shall remain a continuing obligation. 

(D) This proceeding is hereby terminated. 

(E) This order is without prejudice to any findings or orders hereafter made 
by the Commission, and is without prejudice to any claims or contentions which 
may be made by the Commission, Southern, or any other party hereto in any 
proceeding now pending or hereafter instituted. Neither the termination of this 
proceeding nor any prior order issued herein shall be construed as in any way 
constituting approval by the Commission of the relative level of the demand 
and commodity components of the rates contained in Southern’s Fifth Revised 
Volume No. 1 to its FPC Gas Tariff, nor of the future rate reduction provisions 
of Article III of the “Conditions Relating to Refunds and Future Rate Reduc- 
tions” attached thereto. 
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1, 19%0 THROUGH JUNE 30, 1960. 


APPLICATIONS OF PRODUCERS OF NATURAL GAS'FOR CERTIFICATES OF PUBLIC 
CONVENIENCE AND NECESSITY DISPOSED OF DURING THE PERIOD OF JANUARY 








PRODUCER,# DOCKET NO. AND 
PURCHASER# 


| 


| 
J. S. Abercrombie Mineral Co., 
Ine. 
G-18064 Texas-Illinois Natural 
Gas Pipeline Co. 
Franklin Adkins: 


G-18279 United Fuel Gas Co..| 
Claud E. Aikman: | 
?-18031 Colorado Interstate 

Gas Co. 


Akron Gasoline Co., Operator: 
G-15914 Kansas-Nebraska 
Natural Gas Co., Inc. 
Alaska Oil & Mineral Company, 
Inc.: 
G-17023 Godfrey L. Cabot, Inc. 
Allegheny Land & Mineral Co.: 
G-19164 Equitable Gas Co... 
G-19165 Equitable Gas Co 
Allen & Martin Gas Co.: 
G-16304 Hope Natural Gas Co. 
W. O. Allen: 
G-19236 Michigan-Wisconsin 
Pipe Line Co. 





Ambassador Oil Corp., Operator, 
et al.: 
G-15814 Kansas-Nebraska 
Natural Gas Co., Inc. 
Ambassador Oil Corp., Operator, 
et al.: 
G-19009 
Natural Gas Co., Inc. 
Amerada Petroleum Corp.: 
G-15917 Fl Paso Natural Gas 
Co, 
G-15919 
Co. 
G-17039 Panhandle 
Pipeline Co. 


FE] Paso Natural Gas 


Fastern 


G-17415 Starkan Gas Co -.... 

American Climax Petroleum 
Corp.: 

G-16095 El Paso Natural Gas 


Co. 
American 
G-13305 

Co. 
G-16918 

Co. 


Petrofina, Inc.: 
United Gas Pipe Line 


United Gas Pipe Line 


Kansas-Nebraska | 


American Petrofina Co. of Texas.: | 


G-16990 
Co. 
American Petrofina Co, of Texas, 
Operator, et al.: 
G-18947 Coastal 
Producing Co. 


States Gas 


United Gas Pipe Line | 














| 
DISPOSI- | DIS- 
FIELD STATE COUNTY |TION DATE; POSI- 
TION # 
Ce Wine 0 1 8 60 | Iss. 
Butler District.....- We. Vtnccal? O Fant nnctdstens 6 8 60 | Iss, 
ee eee ee He VES ..-<-cnncs 3 18 60 | Iss. 
5 ee ee ee | 5 3 60 | Iss. 
Gauly River.........| W. Va----.| Nicholas........ 4 12 60 | Iss. 
Union District_....- W. Va....| Ritchie. ---| 6 8 60 | Iss, 
Union District... -.- W. Va....} Ritchie......... 6 8 60 | Iss. 
Grant District__-...- W, Va__..} Ritchie.......... 3 18 60 | Iss. 
eee ee Okla.--...- Ps ciccninnttininci 5 31 60 | Iss, 
a Okla_. ee 6 8 60 |} Iss. 
| 
Undesignated. ._.... Okla......| Beaver. in 5 5 60 | Iss. 
Justis Fusselman*...| N. Mex EB... cancenagtd 5 31 60 | Iss 
| 
Nocti sess DW. Mies...) Yee. ~<<canne 5 31 60 | Iss 
I iiss chs cicicnitkigsel MI Sc oecd OI atatecaeitciahiciae | 4 12 60 | Iss. 
' 
oo Kans_.....} Kans.*.... --| 7 560 Wtd, 
| | | 
Bar X Area. .......- | Colo......| Mesa............| 6 8 60 | Iss 
| | . 
Corpus Christi Bay |- Tex...--.. | San Patricio*....| 211 60 | Dis. 
Area, | 
| Cotton Valley..... La Webster... | 531 60 | Iss 
' 
Corpus Christi Bay | Tex. .-| San Patricio*....| 2 11 6€ |, Iss. 
' 
Area. | | 
} 
ee | Tex....-..|;San Patricio.....) 6 8 60 | Iss 


See footnotes at end of table, p. 975. 
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PRODUCER,# DOCKET NO, AND 
PURCHASER# 


American Trading and Produc- 
tion Corp.: 
G-16917 West Lake Natural 
Gasoline Co. 
Anadarko Production Co.: 
G-19282 Panhandle Eastern 
Pipe Line Co. 
An-Son Petroleum Corp.: 
G-19542 Michigan-Wisconsin 
Pipe Line Co. 
Anchor Petroleum Co.: 
G-57577 Michigan- Wisconsin 
Pipe Line Co. 
Jacqueline Anderson: 
G-18179 Northern Natural 
Gas Co. 
Anderson-Prichard Oil Corp.: 
G-13968 E)] Paso Natural Gas 
Co. 


G-18767 Colorado Interstate 
Gas Co. 

Anderson-Prichard Oil Corp., 
Operato1: 


G-15808 Champlin Oil & Re- 
fining Co. 
Anderson-Prichard Oil Corp., 
Operator: 
G-15533 Lone Star Gas Co. __- 
Windell W. Andersen, et al.: 
G-14484 Colorado Interstate 
Gas Co. 
Antelope Gas Products Co., 
Operator: 
G-18297 Kansas- Nebraska 
Natural Gas Co., Inc. 
Apache Oil Corp., Operator: 
G-1€941 Cities Service Gas Co. 
Apache Production Corp.: 
G-17209 Northern Natural Gas 
Co. 
Nathan Appleman: 
G-13725 Northern Natural Gas 
Co. 
G-13726 Northern Natural Gas 
Co. 
G-13727 Northern Natural Gas 
Co. 
G-4457 Northern Natural Gas 
Co. 
Arbuckle Oil & Gas Co.: 
G-18440 Hope Natural Gas Co. 
The Ard Drilling Co., Operator, 
and Agent: 
G-14475 El Paso Natural Gas 
Co. 
H. M. Arnett, et al.: 


G-13783 Hope Natural Gas Co.| Lee District 









PRODUCER LIST 








CERTIFICATES—Continued 
FIELD STATE COUNTY 
| 
Undesignated.-_....-. WO. anenee Pe cowatagin 
SN casei ae... Stevens. ........ 
TIVE. coca Okla. -.-.-. ace 
TVET. nccecicnncce ae SR oiiccuise 
en ee Kans...... Kiowa®. . ....... 
CNG Since ey Ecos SM ocdantkuncsue 
Southwest Camp | Okla.-.-.-- NE Sees 

Creek. 

Witcher-Munger-_...| Okla__-.-. Oklahoma....--. 
East Aylesworth....| Okla...... ne 
NR cikccnnones ORM. 250. DON ccainecccs 
SU a ccakeccpeneans COD. occ.) TG cciionced 
NE Pececinadecce a OP sictasie 
Spearman North....| Tex.....-. Hansford_......- 
OE. oc cncnncnsne’ Finney.......... 
I nccimtcntcee ER ccnen ID iiicetastatocsi 
ee TR cnc NP cnckcenwcs 
Undesignated-_...... Kans...... POD ccsicncenn 
Glenville District...) W. Va....| Gilmer_......... 
Levelland........... eR sedias Cochran........ 
cbaciaaieds Ws Ve...) CaM. 2... 


See footnotes at end of table, p. 975. 





DISPOSI- 


|TION DATE 


5 31 60 


6 8 60 


5 660 


2 460 


1 27 60 


5 6 60 


6 8 60 


11 3 60 


5 31 60 


3 18 60 


3 14 60 


3 14 60 


3 14 60 


5 31 60 


5 31 60 


3 14 60 





Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 
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CERTIFICATES—Continued 
PRODUCER,# DOCKET NO. AND DISPOSE | DIS 
PURCHASER# FIELD STATE COUNTY TION DATE) POSI- 
TION ! 
The Atlantic Refining Co.: 
G-13674 El Paso Natural Gas | Ignacio*............. Colo......| Le Piata........ 6 8 60 | Iss. 
Co. 
G-14852 Pioneer Gathering | Buckhorn........... Belicsscas Schleicher__....- 1 260 | Iss. 
System, Inc. 
G-15541 Texas Gas Transmis- | Terryville.........-. | ene i caisccteiis 18 3 60 | Iss. 
sion Corp. | 
G-16880 El Paso Natural Gas | Jalmat.............- OE 6 27 60 | Can. 
Co. 
G-16940 Rycade Oil Corp-.-...- Rs ow ciccccsces) BOB scncksss Winkler........- 5 27 60 | Wtd. 
The Atlantic Refining Co.: 
G-17179 Pioneer Gathering | Mertzon.-....-....... Wilensse , 6 14 60 | Iss. 
System, Inc. 
G-18708 Michigan-Wisconsin | N.W. Doby Springs.| Okla-..-..-.- ee icicancneie 5 31 60 | Iss. 
Pipe Line Co. 
G-18859 Kansas-Nebraska | Guymon-Hugoton_-_| Okla_---.-- We sessadlcts 1 27 60 | Iss. 
Natural Gas Co., Inc. 
G-19680 Permian Basin Pipe- | Undesignated....... etsnsnds NS 6 crdcicciccel 6 6 60 | Iss. 
line Co. 
The Atlantic Refining Co., Oper- 
ator: 
G-13975 Texas Eastern Trans- | Carthage*_.......... ei inniias Ret.........<0.4 3 €@ tae 
mission Corp. 
Aylward Drilling Co., Operator, 
et al: 
G-15503 Cities Service Gas Co_| Undesignated....... sn Beshel.s <....... 5 6 60 | Iss. 
Aztec Oil & Gas Co.: 
G-13946 El Paso Natural Gas | Aneth............... Utah.....- San Juan........ 2 23 60 | Iss. 
Co. 
G-18371 El Paso Natural Gas | W. Kutz_........... N. Mex...| San Juan.......- 5 31 60 | Iss. 
Co. 
B. B. M. Drilling Co.: 
G-17629 El Paso Natural Gas | Spraberry Trend Weicane Midland........ 1 19.60 | Iss. 
Co. Area. 
B. B. M. Drilling Co., Operator, 
et al.: 
G-18830 El Paso Natural Gas | Spraberry Trend Os ocak Midland ........ 1 19 60 | Iss. 
Co. Area. 
Barbara Oil Co.: 
G-18492 Northern Natural Gas | Glick.............-- ee Biewe.... .<.<c0c 5 9 60 | Iss. 
Co. 
Charloette Osborn Barrett: | 
G-5673 Tennessee Gas Trans- | Zim_..........-.-... acs Se 1 27 60 | Iss. 
mission Co. 
Murphy H. Baxter: 
G-15697 Phillips Petroleum | Azalea_............. Weeasan Midland ._...... 6 8 60 | Iss. 
Co. 
Benedum-Trees Oil Co., et al.: 
G-14582 Texas Eastern Trans- | De Late Charco_..-- ll csdcan eentesadsen 5 3 60 | Iss. 
mission Co. 
H. C. Bennett: 
G-18676 Colorado Interstate | Mocane Area.......-. Giii....... NG atinsatis 1 19 60 | Iss. 
Gas Co. 
Roy H. Bettis, et al.: 
G-18875 South Texas Natural | North Weslaco_...-- ccna Hidalgo-._....... | 1 760 | Wtd. 
Gas Gathering Co. 
Betty Osborn Biedenharn: 
G-5672 Lone Star Gas Co.__.| Katie................ i ikincte Ge iccccnnaus 1 27 60 | Iss. 
D. A. Biglane, et al.: 
G-13629 United Gas Pipe Line | Maxie-Pistol Ridge..| Miss. ..... Pearl River. .... 3 14 60 | Iss. 


Co. 


See footnotes at end of table, p. 975. 
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PRODUCER LIST 





PRODUCER,# DOCKET NO. 
PURCHASER# 


AND | 


Ethel W. Bird and Charles Allen | 
Bird: 
G-17865 El Paso Natural Gas 
Co. 
Henry Black Drilling Co., Opera- | 
tor, et al.: 
G-15439 El Paso Natural Gas 
Co. 
Ken Blackford, Operator: 
G-18249 El Paso Natural Gas 
Co. 
Blanco Oil Co., et al.; 
G-17906 El Paso Natural Gas 
Co, 
Roland 8. Bond: 
G-17090 Michigan-Wisconsin 
Pipe Line Co. 
South Fork Gas Co.: 


G-18351 Hope Natural Gas 
Co. 

G-18488 Hope Natural Gas 
Co, 

R, J. Braden, et al.: 

G-16345 Hope Natural Gas 
Co. 

Edwin G,. Bradley, Operator, 
et al.: 

G-16192 Panhandle Eastern 


Pipeline Co. 
The Bradley Producing Corp.: 
G-16735 Michigan-Wisconsin 
Pipe Line Co. 
Billy Bridewell: 
G-13971 Tennessee Gas Trans- 
mission Co, 
B, M. Britain: 
G-16014 Panhandle 
Pipe Line Co. 


Eastern 


The British-American Oil Pro- 


ducing Co.: 
G-18437 El Paso Natural Gas 
Co, 


The British-American Oil Pro- | 


ducing Co.: 


G-19108 El Paso Natural Gas | 


Co. 
G-20329 Kansas-NebraskKa 
Natural Gas Co., Inc. 
British-American Oil Pro- 
ducing Co.: 


The 


G-15894 _Kansas-Nebraska | 


Natural Gas Co., Inc. 
Bryner Gas Co.: 











G-18943 Hope Natural Gas | 
Co. 

H, N. Burnett: | 

G-18832 Frank C, Henderson | 


Trust No, 2, et al, 


See footnotes at end of table, p. 975. 


CERTIFICATHS—Continued 
———_————_ 
FIELD STATE 
Spraberry Trend_...| Tex.------ 
| 
Spraberry Trend eckson 
Area. | 
| | 
DRED. wnstbi=<sasaxn | N. Mex... 
| | 
PR ccidnedancowe | ‘Bex... 
AUN ccna 5. saad Okla..--..- 
Murphy District_...| W. Va.-.- 
| 
Murphy District..... W. Va---- 
| ' 
Murphy District_._| Wi VO. <<ct 
| | 
= 
EATON. Gch j-500c05- | Kans..... 
| 
| 
ANID 3 nncctcneves | Cisse 
North Tidehaven...| Tex....-.- 
West Panhandle-....| Tex-..--.. 
South Santa Rosa... TOhicwntad 
| 
| 
Bisti Field Area._.-- N. Mex... 
Mount Hope East.. | Colo....-- 
Armstrong Area.....| Colo.....- 
Center District....-- W. Va.... 































































West Panhandle -.-- 


| 
| 
| 





| DISPOSI- | pis- 
COUNTY TION DATE, POSI- 
| | TION ! 
Reagan.........| 3 18 60 | Iss, 
Upton........../ 6 8 60 | Iss 
| 
Rio Arriba....-- |} 6 8 60 | Iss. 
| | 
Crockett ......-.- 5 31 60 | Iss, 
Harper....-- ----| 3 18 60 Iss. 
Ritchie.........- 5 31 60 | Iss, 
Ritchie_.........| 5 3 60 | Iss, 
Ritchie-......... 3 18 60 | Iss, 
ROO; ..inense5é- 4 13 60 | Iss, 
| 
PNG Lo ksketas 3 18 60 | Iss. 
| 
Matagorda...... 2 460) Iss 
Moore. :.--s-ss- 5 31 60 | Iss, 
| 
PRE Sacccscnene 3 18 60 | Iss, 
San Juan........ 5 3 60 | Iss. 
Logan......---.-| 5 31 60 | Iss, 
; 
' 
| | 
| | 
| | 
SRR. cctevscncs 3 18 60.| Iss. 
| Calhoun........ 1 27 60 | Iss, 
| | 
| Hutchinson --..- | 6, $60 | Iss, 
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PRODUCER LIST 
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DISPOSI- | DIS- 
PURCHASER# FIELD STATE COUNTY |TION DATE! POsI- 
TION ! 
Cabot Carbon Co.: 
G-14747 Northern Natural | Chunn*............. a tins Ochiltre*__....- 6 8 60 | Iss. 
Gas Co. | | 
G-19528 Michigan-Wisconsin | Laverne..........--- | Okla....-- EE | 5 31 60 | Iss. 
Pipe Line Co. | 
Godfrey L. Cabot, Inc.: | 
G-14546 New York State | Benezette........... P Wicccccnst Cameron*.._... 5 3 60 | Iss. 
Natural Gas Co. | 
N. B. and C, E. Calder, Jr.: | 
G-16155 Northern Natural | Dude Wilson_._...-- Dace, | Ochiltree_....--- | 6 8 60 | Iss. 
Gas Co. | 
G-17007 Northern Natural | Hansford..........-- | Tex......-| Hansford........| 4 12 60 Iss, 
Gas Co. | 
G-18722 Northern Natural | Perryton............| Tex-.- | Ochiltree _..-.-- 5 31 60 | Iss. 
Gas Co, 
Francis A, Callery, et al.: | 
G-15404 Southern Natural | Bay Coquille....- nf Di tauuhend Plaquemines. -- 3 18 60 | Iss. 
Gas Co. | | 
Calto Oil Co., Operator: | 
G-19183 El Paso Natural Gas Undesignated--..-.. | N. Mex...| San Juan 5 360 Iss, 
Co. | | } 
Calvert Drilling Inc.: | 
G-16995 Michigan-Wisconsin | Laverne........-.-.- i = | ET ncannnen 3 18 60 | Iss. 
Pipe Line Co. | | 
G-19014 Michigan-Wisconsin | Laverne_.........--- | Okla.....- Harper ....- 5 31 60 | Iss 
Pipe Line Co. | 
Calvert Petroleum Co.: } | | | 
G-18658 Cities Service Gas Co.| Eureka...........-.- a | ee | 5 31 60 | Iss 
Campbell & Johnson: 
G-17215 Cities Service Gas Co.| Undesignated.-.--..-- | Okla...... | Nowata_.......- 1 19 60 | Iss. 
Robert Cargill, et al.: | 
G-11155 Arkansas-Louisiana | Bethany--.....----- Tex......- Panola_....---- | 21960] Wtd, 
Gas Co, | | 
Carter-Jones Drilling Co., Inc.: 
G-14511 Tennessee Gas Trans- | West, Mission ...---- kk oe PRN nnncnssn | 1 560 | Iss 
mission Co. | 
Carter-Jones Drilling Co., Inc., | 
Operator: | 
G-17506 Arkansas-Louisiana | Greenwood- Rilecnnd Cc ccnsesoes 2 16 60 | Dis, 
Gas Co. Waskom. | | 
The Carter Oil Co.: | | 
G-14369 El Paso Natural Gas | Aneth..........----- | Utah a) San Juan ---| 223 60 | Iss 
Co, } 
J. G. Catlett Co.: | } | | 
G-17025 Mississippi River | North Ruston......- | La........| Lineoin........- 4 12 60 | Iss 
Fuel Corp. 
Caulkins Oil Co., Operator, et al.: | 
G-16352 Mountain Fuel Sup- | Little Worm Creek 3 WW Sticsnct | Sweetwater _ | 5 31 60 | Iss 
ply Co. 
Champlin Oil & Refining Co.: | | 
G-16299 Panhandle Eastern Hugoton... .-..- | Okla. IIS steocntasieavass | 318 60 Iss 
Pipe Line Co. | 
G-16822 Panhandle Eastern | Undesignated--.--- Okla iednannen | § 31 60 | Iss. 
Pipe Line Co. | 
J. A, Chapman | 
G-18226 Consolidated Gas | Undesignated- - | Okla... Grant-...- | 318 60 | Iss 
Utilities Corp. | | 
J, A. Chapman, Operator, et al.: | 
G-16152 Consolidated Gas | Undesignated-.-....- ORE... <.<<- S (Giinrnsecnene 6 8 60 | Iss 


Utilities Inc. 
See footnotes at end of table, p. 975. 
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PRODUCER,# DOCKET NO. AND 
PURCHASER# 


Chief Drilling Co., Inc., Operator, 





et al.: 

G-19008 Northern Natural 
Gas Co. 

Cities Service Oil Co.: 

G-13658 Panhandle Eastern 
Pipe Line Co. 

G-14436 El Paso Natural Gas 
Co. 

G-14521 Phillips Petroleum 
Co. 

G-14524 Phillips Petroleum 
Co. 

G-14525 Phillips Petroleum 
Co. 

G-14527 Phillips Petroleum 
Co. 

G-14528 Phillips Petroleum 
Co. 

G-14530 Phillips Petroleum 
Co. 

G-14531 Phillips Petroleum 
Co. 

G-14532 Phillips Petroleum 
Co. 

G-14533 Phillips Petroleum 
Co. 

G-18456 El Paso Natural Gas 
Co. 

G-18489 Transwestern Pipe- 
line Co, 

Cities Service Oil Co., Operator, 
et al.: 

G-16191 Panhandle Eastern 
Pipe Line Co. 


Clark Fuel Producing Co.: 
G-17176 Tennessee Gas Trans- 
mission Co. 
Coastal States Gas Producing 
Co.: 
G-7873 Texas Eastern Trans- 
mission Corp. 
Coastal States Gas Producing 
Co., Operator: 
G-18745 Alfred Production Co. 
Dalton H. Cobb: 
G-16459 Pioneer 
System, Inc. 
Willie Collins, et al.: 
G-19106 Hope Natural Gas Co. 
Colorado Oil & Gas Corp.: 
G-16927 Panhandle Eastern 
Pipe Line Co. 
Colton & Colton, Operator, et al.: 
G-17585 United Gas Pipe Line 
Co. 
Columbian Fuel Corp.: 
G-14139 Panhandle 
Pipe Line Co. 


Gathering 


Eastern 





See footnotes at end of table, p. 975. 


PRODUCER LIST 








CERTIFICATES—Continued 
FIELD STATE 
Undesignated- .....- Kans. -.... 
ee 
Undesignated - .....- lncnedas 
West Panhandle....| Tex....-.- 
West Panhandle....| Tex....... 
West Panhandle_...| Tex......- 
West Panhandle. ...} Tex......- 
West Panhandle_...| Tex......- 
West Panhandle....| Tex...-...- 
West Panhandle...) Tex...-.... 
I ccticicimnnste anne 
West Panhandle....| Tex.....-- 
Undesignated - ....-- Okla. ...-- 
Murdock Area..-...- en 
Undesignated......- Okla....-.. 
Sullivan City. ....-- Wiese 


South Cottonwood | Tex.-...... 
Creek. 








Alfred Area........- i icicainnds 
a _ 
PN lcccancacswes! Wa Whsnw 
PR nciiciancts Roses 
McFaddin.......... Ricmenes 
ee  —— 











DISPOSI- | DIS- 
COUNTY TION DATE| POSI- 
| TION ! 
Edwards.......- 5 3 60 | Iss. 
ll. cteaaeed 6 8 60 | Iss. 
Cochran. ......- 3 25 60 | Wtd. 
Ree iceshnnareiannaiinas 5 31 60 | Iss. 
i } 5 31 60 | Iss. 
eee 5 31 60 | Iss. 
edi esccriiaicns 5 31 60 | Iss. 
Tepe nsinsninismtann 5 31 60 | Iss. 
ee 5 31 60 | Iss. 
RN aaa 5 31 60 | Iss. 
Sherman......-- 5 31 60 | Iss. 
BEOUTE...ncnneccas 5 31 60 | Iss. 
Beckham* - -.-..- 5 3 60 | Iss. 
i caibiiiienines 4 760| Wtd. 
! 
Re ca nnctetiacel 6 8 60 | Iss. 
a 2 12 60 | Iss. 
BP nccwsnase 3 7 60 | Iss. 
Jim Wells......- 5 3 60 | Iss. 
Crockett.......- 2 1 60 | Iss. 
Calhoun - ....--- 5 3 60 | Iss. 
BONN Be ccncnvn 5 31 60 | Iss. 
Refugio. ........ 6 8 60 | Iss. 
ae 2 4 60 | Iss. 














CERTIFICATES—Continued 
PRODUCER,# DOCKET NO. AND DIS- 
PURCHASER# FIELD POSI- 
TION ! 
! 
William V. Conover: 
G-19195 United Gas Pipe Line | Lapeyrouse--.-....... Iss. 
Co. 
Continental Oil Co: 
G-14396 El Paso Natural Gas | Aneth............... Iss. 
Co. 
G-16225 Transcontinental Gas | South Duson........ Iss. 
Pipe Line Corp. 
G-16226 Cities Service Gas Co.| West Lawrie_......-. Iss. 
G-16227 El Paso Natural Gas | Eumont-...........- Iss. 
Co. | 
G-16228 United Gas Pipe Line | Ridge*...........-.. Iss. 
Co. 
G-17520 Southern Natural | North Bayou Long . Iss. 
Gas Co. 
G-17587 El Paso Natural Gas | Brown-Bassett.....-. Iss. 
Co, 
Cosden Petroleum Corp: 
G-15219 Pioneer Gathering | Addie..............- Iss. 
System, Inc. 
Edwin L. Cox: 
G-15691 Natural Gas Pipeline | Camerick........... I vcaiecininnt Iss. 
Co. of America. 
Edwin L. Cox: 
G-16920 Natural Gas Pipeline | Camerick Southeast Iss. 
Co. of America. Pool. 
Crescent Production Co., Inc.: 
G-13670 Arkansas-Louisiana | Colquitt............ Iss. 
Gas Co. 
David Crow, et al.: 
G-18331 United Gas Pipe Line | Cotton Valley....... Iss. 
Co. 
Milton Crow, Inc.: 
G-18926 Ingersoll Power and | Greenwood- Iss. 
Fabricating Co., Inc. Waskom. 
Lillie C. Cullen: 
G-18457 Transcontinental Gas | Washburn Ranch Iss. 
Pipe Line Corp. Area. 
DDG Gas and Oil Corp., 
Operator, et al.: 
G-18387 United Gas Pipe | Cabeza Creek Area... Iss. 
Line Co. 
Davis Oil Co.: 
G-14361 E] Paso Natural Gas | Aneth..............- Iss. 
Co. 
William K. Davis, et al.: } 
G-14542 Henderson Trusts....| West Panhandle--..- Iss. 
Delaware Gas Co.: 
G-16019 Hope Natural Gas Co.| Warren District_.... Iss. 
Delhi-Taylor Oil Corp.: 
G-14121 Northern Natural | McKinney-.......... Iss. 
Gas Co. 
G-15706 El Paso Natural Gas | Blanco............-.- Iss 
Co. 
G-18623 El Paso Natural Gas | Blanco.............-. Iss. 
Co. 
Delhi-Taylor Oil Corp., et al.: 
G-19128 South Texas Natural | Whitted Field Area. wtd 


Gas Gathering Co. 








See footnotes at end of table, p. 975. 
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PRODUCER LIST 





PRODUCER,# DOCKET NO. 
PURCHASER# 


AND 


J. Roy Derrick, et al.: | 
G-18120 El Paso Natural Gas 
Co. | 
Differential Corp., Operator, et | 
al.: 
G-16576 Tennessee Gas Trans- | 
mission Co. | 
James Donoghue, Operator: 





G-13088 Colorado Interstate 
Gas Co. 
Drew Petroleum, Inc., Operator, | 
et al.: | 
G-16365 United Fuel Gas Co-_| 
N. V. Duncan Drilling Co., | 
Operator: 
G-19613 Phillips Petroleum | 


Co., et al. | 
Eason Oil Co.: 


G-19202 ‘Transwestern Poe 
line Co. 
El] Paso Natural Gas Products | 
Co.: 


G-15510 West Lake Natural 
Gasoline Co. } 
G-15511 West Lake Natural | 
Gasoline Co. | 
G-16175 E] Paso Natural Gas | 
Co. 
Kent Elliot, Operator, et al.: | 
G-19107 El Paso Natural Gas | 
Co. | 
Empire States Drilling Corp.: 


G-18854 El] Paso Natural Gas 
Co. 
Empire States Drilling Corp., | 
Operator: 
G-18905 El Paso Natural Gas 
Co. 


Engeo Oil & Gas Co., et al.: 
G-18838 Coastal States Gas 
Producing Co. | 


Excelsior Oil Corp., Operator, | 
et al.: | 
G-14579 Colorado Interstate | 
Gas Co. | 


Fairman Drilling Co.: 
G-18775 The Sylvania Cum ts 
Fairman Drilling Co., et al.: | 
G-17551 The Sylvania Corp.--| 
W. C, Feazel: 
G-16922 Texas Gas Transmis- | 
mission Corp, | 
W. C, Feazel, et al.: 
G-19299 Louisiana-Nevada 
Transit Co. 
Lloyd M. Feland, Operator: 
G-18826 Tennessee Gas Trans- 
mission Co. 
Willard E. Farrell: 


G-19160 Equitable Gas Co....! Auburn District - _..| W..Va....| Ritchie 
See footnotes at end of table, p. 975. 











CERTIFICATES—Continued 
FIELD STATE | COUNTY 
| 
— = 
| 
Spraberry Trend | Tex....<.- | Glasscock -. 
Area, 
POOR... .c5s~c--2 kw Wharton._- 
Undesignated_-...... Kans..___. Haskwell-- 
Valentine. .......... i cited Lafourche. 
West Edmond...._- Okla:..... Oklahoma... 
Laverne®............ Okie...) Beaver*.... 
Undesignated__.____ i cisaam Nolan...... 
Undesignated...__- Peessscik. Nolan... ... 
Undesignated__.....| N. Mex...} Rio Arriba 
Angel Peak*........ N. Mex..--| Rio Arriba. 
| Undesignated____... N. Mex...} San Juan... 
| 
Undesignated_-__..-- N. Mex...} San Juan... 
| 
| 
Willmann........... aca | San Patrici 
Northeast Eya___..-| Okla......) Texas... 
Boon Mountain__.-- Pen. sat Clearfield. 
Lutherburg-Deemeér.| Pa_._....- Clearfield. 
| 
Blackburn. ..-.....-. Tiisiacd | Claiborne* 
Redrock- North | EBs cwicans | Webster. - 
Shangaloo. 
| 
Tomball Southeast..| Tex. ...-.- | Harris. - -- 














DISPOSI- | DIS- 
TION DATE| POSI- 
| TION ! 
|———— 
se 3 18 60 | Iss. 
| 
| 
seces| 1 6 @ PR 
sivas 5 31 60 | Iss. 
nical 5 31 60 | Iss. 
-.--| 5 31 60 | Iss. 
— 4 160] Wtd. 
en 2 9 60 | Iss. 
soncd 2 9 60 | Iss. 
wa Sia 6 8 60 | Iss. 
siti 1 19 60 | Iss. 
sania 1 19 60 | Iss. 
Jaws 1 19 60 | Iss. 
tS 6 8 60 | Iss. 
Sen sil 2 12 60 | Iss. 
| 
| 
oslsau 1 19 60 | Iss. 
suaesd | 3 18 60 | Iss. 
a dtsod | 5-5 60| Iss. 
| | 
| i 
sdoiaieots | 5 5 60} Iss. 
| } 
| | 
said 1 27 60 | Iss. 
| 
| 
a 6 8 60 | Iss, 











CERTIFICATES—Continued 
PRODUCER,# DOCKET NO. AND | 
PURCHASER# FIELD STATE 
Richard M. Finder: | 
G-14537 United Gas Pipe | Blanconia._.........| Tex....... 
Line Co. | 
Herman A, Flader: 
G-18349 El] Paso Natural Gas | East Panhandle___..| Tex_...__- | 
Co, | | 
Flourncy Drilling Co., Operator, 
et al.: 
G-130K C, B. Lyman......... PC Saas ee Tex. 
Floyd Oil & Gas Co.: 
G-17620 Hope Natural Gas Co.) DeKalb District....| W. Va_.. 
The F O Corp.: | 
G-14968 Texas Gas Transmis- | North Elton... -..-/ Eiiaciions 
sion Corp. 
Israel Fork Gas Co.: | 
G-14338 Equitable Gas Co....| West Union District.| W. Va.-.-| 
Fowler & Burkhart: 
G-16154 Hope Natural Gas Co._| Sherman District...| W. Va... 
J. R. Frankel: 
G-18391 Texas Gas Transmis- | East Lake Eiiessbuks 
sion Co. Palourde. 
Jules G, Franks, et al.: 
G-16348 Hope Natural Gas Co_| Sherman District...| W. Va... 
L. R. French, Jr., Operator: 
G-17895 El Paso Natural Gas | Spraberry Trend ee 
Co, Area. 
French Poling Oil & Gas Co.: 
G-16174 Hope Natural Gas Co._| Sherman District._.| W. Va__- 
F, E. Fuselier, Trustee: 
G-15334 El Paso Natural Gas | Vinegarone.........- Oi cnda 
Co. 
General American Oil Co. of 
Texas: 
G-15430 West Lake Natural | Undesignated.-...... Welleiseuns 
Gasoline Co. 
General Crude Oil Co.: 
G-15807 West Lake Natural | Undesignated......- leieiad 
Gasoline Co. 
General Oil Company, Inc., et 
al.: 
G-17089 Hope Natural Gas Co_| Murphy District...) W. Va_.-- 
General Petroleum Corp.: 
G-14245 El] Paso Natural Gas | Ameth..............- Wn asa 
Co. 
Geode Petroleum Inc.: 
G-17826 Tennessee Gas Trans | Corpus Channel....| Tex....... 
mission Co, 
Getty Oil Co., Operator, et al.: 
G-15155 Peoples Gulf Coast | Freeborn............ Wiatined 
Natural Gas Pipeline Co. 
F. A, Gillespie and Sons Co.: 
G-18883 Michigan Wisconsin | Laverne............. Okla.....- 
Pipe Line Co. 
Coll Gillies: 
CI6C-4 Warren Petroleum | Undesignated....... Okla...... 
Corp., et al. 
CI6C-5 Montana-Dakota| Elk Basin Unit Wyo...... 
Utilities Co. Area. 
CI6C-6 Warren Petroleum | Undesignated..-.... a 


Corp. 


See footnotes at end of table, p. 975. 
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| DISPOSE: | DIS 


COUNTY 


Doddridge-_..... 


Calhoun...-...- 


Assumption 


Calhoun........ 


Reagan 


Calhoun 


Val Verde_.___.. 


Ritchie. __...... 


San Juan__. 


60 


60 


60 


60 


4 18 60 


|TION DATE! POSI- 
| | TION ! 


| 





Iss. 


Iss. 


Iss. 


Iss 


Iss, 


Iss. 


Iss. 


Iss. 


Iss. 


Iss, 


Iss, 


Iss, 


Iss, 


Re}. 
Re}. 


Rej. 





956 





PRODUCER,# DOCKET NO, AND 
PURCHASER# 





The Globe Oil & Refining Co.: 
G-16876 Colorado Interstate 
Gas Co., et al. 
Dr. Max L. Golden: 
G-6381 United Gas Pipe Line 
Co. 
Graham-MichaeMs Drilling Co.: 
G-16306 Panhandle Eastern 
Pipeline Co. 
G-17009 Phillips Petroleum 
Co. 
Graham-Michaelis Drilling Co., 
Operator: 
G-14708 Panhandle Eastern 
Pipeline Co. 
Lloyd L. Gray: 
G-18483 Cities Service Gas 
Co. 
Albert R. Greer: 
G-19033 El Paso Natural Gas 
Co. 
William Gruenerwald, Operator, 
et al.: 
G-15496 Cities Service Gas 
Co. 
Gulf Oil Corp.: 
G-14485 Northern Natural 
Gas Co. 
G-18433 Transcontinental Gas 
Pipe Line Corp. 
G-18478 Texas Eastern Trans- 
mission Corp. 





G-19012 Cities Service Gas | 


Co. 
G-19144 
Co. 

Gulf Oil Corp., Operator: 
G-14134 Texas Eastern Trans- 

mission Corp. 

Gulf Oil Corp., Operator: 
G-17973 Northern Natural Gas 

Co. 

Hamman Oil & Refining Co.: 
G-16989 Natural Gas Pipe- 

line Co. of America. 

Jake L. Hamon: 

G-16357 Northern Natural Gas 
Co. 

Jake L. Hanon, Operator, et al.: 
G-14535 Alfred Production Co. 
G-14536 United Gas Pipe Line 

Co. 

Harper Oil Co.: 

G-14462 Northern NaturalGas 
Co. 

Harper Oil Co., Operator, et al.: 

G-14675 Cities Service Gas 
Co. 
Hawn Bros., Operator, et al.: 


United Gas Pipe Line 





G-16096 Southern Coast Corp. 


See footnotes at end of table, p. 975. 


PRODUCER LIST 


CERTIFICATES—Continued 

















FIELD STATE 
Greenwood*..--.....| Okla...... 
Pistol Ridge Field._| Miss...... 
BOR. u.nceccabecccons Okla...... 
es insintiacntensiie GRE cccne 
Greenough.........-.- 2 
North Medicine a 

Lodge. 

Undesignated -.....- N. Mex... 
UE Diccctasconcn ens...... 
South Glenwood.-...| Okla_.-..-- 
Southeast Rayne....| La_.-..-.-- 
John C. Robbins_...| Tex...---- 
North Waterloo_-_-.- | Okla....-- 
Fostoria Wilcox_-.... TOE...<c.< 
North Lansing------ Wesacniee 
| 
ee a Kans...... 
Boonsville Bend , 
Conglomerate. 
Northwest Dower...) Okla....-- 
Morrow Sand.-....-- GUM. «.60- 
Undesignated -...... Oia... 
DUE iciccngennnane Welassisax 

















DISPOSI- | DIS- 
COUNTY |TION DATE} POSI- 
| TION ! 
Morton*........ 4 6 60/ Dis. 
Unknown....... 219 60 | Wtd. 
WE « ctimscncen 5 31 60 | Iss. 
TO .nnniartsie 4 12 60 | Iss. 
TO ccnncssens 5 3 60 | Iss. 
NU ncninccauita 5 3 60 | Iss. 
San Juan_....... 5 3 60 | Iss. 
DIO cc ccccscee 5 6 60 | Iss. 
) eee een 5 3 60 | Iss. 
Lafayette.......| 1 19 60 | Iss. 
EE 5 3 60 | Iss. 
Pi ccnemacanee 5 3 60 | Iss. 
| Montgomery..--| 5 31 60 | Iss. 
Harrison ......-.- 2 4 60 | Iss. 
BWP. « cdtnwox 5 9 60 | Iss. 
, re 5 31 60 | Iss. 
Beaver....-...-- | 318 60 | Iss, 
5 3 60 | Iss. 
5 3 60 | Iss. 
DORVEl...nccccase 5 3 60 | Iss. 
eee 3 31 63 | Can. 
IR ic ectinens 5 31 60 | Iss. 






PRODUCER LIST 
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CERTIFICATES—Continued 
PRODUCER,# DOCKET NO, AND | | DISPOsI- | DIS 
PURCHASER# | FIELD | state | COUNTY |TION DATE! POSI- 
| | | TION ! 
Hercules Oil & Gas: 
G-17621 Hope Natural Gas Co.| Murphy District....| W. Va....| Ritchie.......--- 6 8 60 | Iss. 
Paula R. Hicks, Individually and 
as Executrix: | 
G-15333 El Paso Natural Gas | Vinegarone.._._...... D  elicescne Val Verde___...- | 2 1 60 | Iss. 
Co. | 
Orma Oil & Gas Co.: 
G-19035 Hope Natural Gas Co.| Washington W. Va....| Calhoun..._..-- | 5 360 | Iss. 
. District. } 
Charles A. Hinton, et al.: 
G-18986 Arkansas-Louisiana | Waskom-.......-.-- _, = | Harrison.......- 5 3 60 | Iss. 
Gas Co. | | 
Hinton Production Co., Opera- | 
tor, et al.: 
G-18958 Arkansas-Louisiana | Waskom.--..-..-.-.-- Willcicaes | Harrison.......- | 1 27 60 | Iss. 
Gas Co. | 
Home-Stake Production Co.: 
G-18734 Northern NaturalGas | Dower-..-.......--.-- Okla....-.- cn cncenwte 5 31 60 | Iss. 
Co. | | 
G-18739 Lone Star Gas Co....| East Anticoh......--. CR conan FO ircenunininn 5 31 60 | Iss. 
Home-Stake Production Co., 
Operator: 
G-18237 Colorado Interstate | Mocane_............ | Okla.-.... Pee lnicusetane | § 31 60 | Iss. 
Gas Co. 
Honolulu Oil Corp.: | | 
G-15380 West Lake Natural | Undesignated_-...--- ee F Ee cconee | 2 9 60 | Iss. 
Gasoline Co. 
Alvin C. Hope, Operator: | 
G-16458 West Lake Natural Undesignated ....... | Tex......- | Nolan.....-.--.- | 2 960] Iss. 
Gasoline Co. | } 
G. B. Howell Gas Co.: 
G-14452 Equitable Gas Co.-...| Birch District_...... | W. Va | Braxton......... | 5 360| Iss. 
8. H. Howell: 
G-18600 South Texas Natural | La i tenidcteses Pe ciecene Gn cccnsenae 318 60 | Wtd. 
Gas Gathering Co. | | 
J. M. Huber Corp.: | 
G-18795 Colorado Interstate | Mocane__.......---.! i <one eine whats | 531 60} Iss. 
Gas Co. 
J. M. Huber Corp., Operator: 
G-18855 Northern Natural | Harper Ranch.-..._. ebcosnes is os ceaceaa 1 27 60 | Iss. 
Gas Co. | 
Hudson Gas & Oil Corp.: | 
G-15989 United Gas Pipe | Theall Area ._-.-.-- Minaacs Vermilion... ... 5 31 60 | Iss, 
Line Co. | 
W.H. Hudson: | | 
G-19159 El Paso Natural Gas | Undesignated__._--- N. Mex...| San Juan__......| 6 8 60 Iss. 
Co. | | 
James A. Hughes, et al.: | | | 
G-18177 Equitable Gas Co....| Skin Creek District.| W. Va_...| Lewis..........- | 3 18 60 | Iss. 
Humble Oil & Refining Co.: 
G-14840 El Paso Natural Gas | Vinegarone_....... | WeRiesiaad Val Verde.......| 2 1 60/ Iss 
Co. | 
G-15249 El Paso Natural Gas | Buckhorn__......--- DN ince | Schleicher___.... | 2 160] Iss. 
Co. | 
G-15254 Peoples Gulf Coast | RamirenaSouth- | Tex_...... | Live Oak_.....- | 3 18 60| Iss. 
Natural Gas Pipeline Co. west. | 
G-15512 West Lake Natural | Undesignated.-_..._-| a ee 2 9 60| Iss. 
Gasoline Co. | | 
G-15913 Northern Natural | Undesignated......- Kans...... | Edwards.......- 6 8 60| Iss. 


Gas Co, | 


See footnotes at end of table, p. 975. 
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PRODUCER,# DOCKET NO, AND 
PURCHASER# 


Humble Oil & Refining Co.—Con. 
G-18289 Texas Gas Transmis- 
sion Corp. 
G-18290 Texas Gas Transmis- 
sion Corp. 
G-18291 Texas Gas Transmis- 
sion Corp. 
G-19071 El Paso Natural Gas 
Co. 
Humble Oil & Refining Co., 
Operator: 
G-11378 Arkansas-Louisiana 
Gas Co. 
G-16189 El Paso Natural Gas 
Co. 
Caroline Hunt Trust Estate: 
G-15432 El Paso Natural Gas 
Co. 
H. L, Hunt: 
G-16461 El] Paso Natural Gas 
Co. 
G-17837 
Co. 
Lamar Hunt Trust Estate: 
G-15341 West Lake Natural 
Gasoline Co. 
Hunt Oil Co.: 
G-18028 Texas Gas Transmis- 
sion Corp. 
G-18029 Texas Gas Transmis- 
sion Corp. 
Hunt Oil Co., et al.: 
G-18490 Northern Natural 
Gas Co. 
Hunt Oil Co., Operator: 
G-14128 El Paso Natura! Gas 
Co. 
Ralph J. Hunter, Agent: 
G-18189. Equitable Gas Co..-- 
Huntington Oklahoma Oil Co., 





E] Paso Natural Gas 


et al.: 
G-17507 United Fuel Gas Co-- 
Ingersoil Power and Fabricating 
Co., Inc,: 
G-18763 United Gas Pipe 
Line Co, 


International Oil Corp.: 
G-14594 Texas Eastern Trans- 
mission Corp. 
Jal Oil Co., Inc.: 
G-15895 E] Paso Natural Gas 
Co. 
Johnson & French Oil Co.: 
G-17645 El Paso Natural Gas 
Co. 
Jones, Shelburne & Pellow Oil 
Co.: 
G-14435 Cities Service Gas Co- 
W. E. Jones, Jr.: 





G-6380 United Gas Pipe Line 
Co. 


Southwest District..| W. Va...- 
Leng Branch........| Ky.......4 
Green wood- i eee 
Waskom, 
WOwetG, «466 2 noncese TOS.cmeie 
| Levelland.......-.-. DOB ccitinna 
| 
Undesignated.-_-_... | N. Mex... 
W. Short Junction. .| Okla_....- 
| 
Pistol Ridge........| Miss.....- 


See footnotes at end of table, p. 975. 
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CERTIFICATES—Continued 


FIELD STATE 


Redrock- North Pnnansiad 
Shangaloo.* | 
Redrock-North ne 
Shangaloo, | 
Redrock- North a 
Shangaloo. 
Roberts............ TOR cncseel 
| | 
BBB icccisincannel Mladen 
South Four Lakes...| N. Mex... 
Buckhorn........-..| Tex.....--] 
Pecos Valley Swami 
Devonian. 
Amacker-Tippett...| Tex.....-.. 
| 
Undesignated---...-- DiRndtentas 
Redrock-North LAsanoctae 
Shangaloo. 
Redrock- North Mi csssatt 
Shangaloo. 
| 
East Camrick Area..| Okla...--- 


Amacker-Tippett...| Tex 











DISPOSI- | 











DISs- 
COUNTY TION DATE) POSI- 
| TION ! 
| | 
Webster*........ |} 5 5 60) Iss. 
| Webster.....-.-- | 5 5 60| Iss, 
| 
SWNT ince casii | 56 56 Iss. 
Nl... .cccneen | 5 3 Iss. 
| 
Wetitla<cic.c500 | 6 8 60) Iss, 
eT 6 8 60| Iss. 
| 
Schleicher-__---.- 2 160) Iss 
Oy cart adsininhl 6 8 60) Iss, 
i} eer | 6 8 60} Iss, 
| 
Nolan_..........| 2 9 60} Iss. 
Webetat* cece 5 5 60} Iss, 
Webster*____._.- | 5 5 60] Iss. 
BeAver... niacenss 5 3 60} Iss. 
CA ccuctuend 2 460) Iss, 
Doddridge-.-_-.. 1 16 60 | Iss, 
Mortin......cscos 6 8 60} Iss, 
CO acnocsiine 5 3 60| Iss. 
ROO ck entctnebel 5 3 60) Iss. 
Cochran.......- 2 3 60} Iss. 
BR iiccvutendacd 5 31 60} Iss, 
| Cleveland....... 5 3 60) Iss, 
Pearl River*....| 2 19 60) Wtd. 
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i CERTIFICATES—Continued 
PRODUCER,# DOCKET NO, AND | DISPOsI- | DIs- 
PURCHASER# FIELD | STATE | COUNTY |TION DATE) POSI- 
| TION ! 
_ se _ a = -—\—- e—— atl 
Winnie Lou Jones: | 
G-5678 Tennessee Gas Trans- | Zim......-...-.....- | Wticccacd OMB 21 ces | 127 60} Iss. 
mission Co. | | | 
Josaline Production Co.: 
G-14512 Northern Natural | South Glenwood....| Okla_...-- | Beaver_.......-. | 5 360 | Iss. 
Gas Co. | | 
Judarth Corp.: 
G-15165 Tennessee Gas Trans- | Agua Dulce_.......- Laas | Nueces._......-- 1 460 | Iss. 
mission Co. | } } 
Kerr-McGee Oil Industries, Inc.: 
G-14719 Natural Gas Pipeline | Camrick S.E. Pool..| Okla__..-.| Texas.........-- 6 8 60 | Iss. 
Co. Of America. | 
G-16871 Panhandle Eastern | South Forgan.......| Okla......| Beaver __......--. 5 31 60 | Iss. 


Pipe Line Co. | | 
Kewanee Oil Co.: 
G-18042 Gas Transports, Inc..| Grant District .....| W. Va_...| Jackson_-....--.-- 3 18 60 | Iss. 
Radcliffe Killam: | | | 


G-16979 Michigan - Wisconsin | Laverne__.........-- en | Se 3 18 60 | Iss. 
Pipe Line Co. 
S. H. Killingsworth: 
G-17586 United Gas Pipe | North Henderson...) Tex_..---- Die os: 2 29 60 | Wtd. , 
Line Co. 
S. H: Killingsworth, et al.: | 
G-17586 United Gas Pine | North Henderson...| Tex_..-.-- Rusk_.......-.-.| 2 29 60 | Wtd. 
, Line Co. 
8.’ H. Killingsworth, Operator, | 
and Agent: | 
G-14633 Arkansas - Louisiana | Wallace Johnson....| Tex_....-- ee | 5 360 | Iss 
Gas Co. 
Kingwood Oil Co., Operator, et | | | 
al.: | | 
G-15711 Northern Natural Undesign ited : | Okla....-- | Benver........<. 5 6 60 | Iss. 
Gas Co. | 
Norman V. Kinsey, Jr., Operator, | | 
et al.: | | 
G-16865 Panhandle Eastern | Lerado.............-. atic) WORRicncucneccns } 5 31 60 | Iss. 


Pipe Line Co. 

Kirby Production Co.: | | 
G-17584 Natural Gas Pipeline | Camrick.-...........| CR ccucd TORctwcncnss 6 8 60 | Iss. 

| 





Co. of America. 
Kirby Production Co., Operator: | | 
G-15531 Panhandle Eastern | Kans...... Morton.......-.| 6 8 60 | Iss. 
Pipe Line Co. | 
John E. Kirkpatrick: 
| 
| 


G-17108 Lone Star Gas Co. ...| Tussy_........-.-..-- | Okla....-- Camel. . cnadandi 6 8 60 | Iss. 
Burt Kleiner, Operator, et al.: 
G-18426 Coastal States Gas 
! Producing Co. 
G-18427 Coastal States Gas | Appling.......-..-.-. DI cae Calhoun __..-.-. 5 31 60 | Iss. 
Producing Co. | | | 
G-18428 Coastal States Gas | Appling-.........-..-.. TOR cnnkee Calhoun.........| 5 31 60 | Iss. 
Producing Co. 
J.K. Knight Oil & Gas Co.: | | 


NE st ctinni , DORs send | Calhoup..-..-..-- 5 31 60 | Iss. 


G-14483 South Penn Natural Spencer District __..- W. Va....| Roane...........| 5 3 | Iss. 
Gas Co. 
Landa Oil Co.: 
G-18278 Texas Eastern Trans- | Carthage.......-..-- _ POM a dtiate 1 26 60 Iss. 


mission Corp. 
Lario Oil & Gas Co.: 
G-19239 Colorado Interstate | Greenwood*........- aGs.....0< Morton®........ 3 18 60 | Iss. 
Gas Co., et al. 


See footnotes at end of table, p. 975. 
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CERTIFICATES—Continued 
| | | | ea 
PRODUCER,# DOCKET NO. AND | | DISPOSI- DIs- 
PURCHASER# | FIELD | STATE | COUNTY |TION DATE] POSI- 
| | TION 1 
Laughlin Oil & Gas Co.: | | | 
G-14543 Hope Natural Gas Co_| Mannington W.Va. Matteth. 242.222 } 1 20 60 | Iss. 
| District. 
G-14544 Hope Natural Gas Co.| Mannington | W. Va } MIGMOM. . 20.52 1 20 60 Iss. 
| District. | 
G-14545 Hope Natural Gas | Mannington W. Va....| Marion..........] 1 20 60 | Iss. 
Co District. | | 
Laurel Fork Gas Co.: | 
G-18593 Equitable Gas Co_...| Union District......; W. Va....| Ritchie_........- | § 31 60 | Iss. 
Le Cuno Oil Corp.: | } 
G-15035 Arkansas - Louisiana | Waskom__----...--- WOR sccckt TR c02.d5 5 3 60 | Iss. 
Gas Co. | | 
Philip Lemon, et al.: | 
G-15699 Hope Natural Gas Co_| Union District. _.--- W. Va | Ritchie..........| 6 8 60 | Iss. 
G-18794 Hope Natural Gas Co_| Union District......| W. Va CO eae | 5 31 60 | Iss. 
Elmer R. Lewis: | 
G-3143 Kentucky-West Vir- | W. H. Gobel__._.--- 5 t ieee os | 6 8 60| Iss. 
ginia Gas Co. | | 
Lower Nueces River Water } 
Supply District: | 
G-15135 Trunkline Gas Co_...| Lou Ella_.--...----- PPR cscs Jim Wells*.....- 6 8 60 | Iss. 
Lucky Oi] & Gas Co.: | | 
G-16914 Hope Natural Gas Co_| Murphy District_...| W. Va__-.| Ritchie__......- | 5 31 60 | Iss. 
John E. Lydle, et al.: 
G-16942 Hope Natural Gas Co_| Lee District........- | W. Va..--| Calhoun -......- 5 31 60 Iss. 
John E. Lydle, et al.: 
G-17619 Hope Natural Gas | Annamoria--........| W. Va_...| Undesignated...| 6 8 60 | Iss. 
Co. | 
C. H. Lyons, Jr., et al.: 
G-16905 Trunkline Gas Co_...| Ragley..-.-........- ction | Beauregard.__..| 5 31 60 Iss. 
M. P. S. Production Co., Inc., | 
et al.: 
G-15813 United Fuel Gas Co..| Erath.............-- biicscsencs | Vermilion... 2 5 60 | Iss. 
MacDonald, Burns & Norris No. | 
2: | 
G-15515 Colorado Interstate | Keyes_..........-.-- Okla.....- Cimarron.......| 6 8 60 | Iss. 
Gas Co. | 
T. H. McCasland, Operator: | 
G-16202 Lone Star Gas Co.....| Cruce.....-....-.-.- Okla..._-- Stephens._..__-- 6 8 60 | Iss. 
McElroy Ranch Co.: 
G-17022 West Lake Natural | Undesignated___.... Wii Nebiiitesi 5 2 9 60 | Iss. 
Gasoline Co. 
John W. McKnab: 
G-17052 Kansas-Nebraska | Young..-............ So Morgon......... 4 12 60 | Iss. 
Natural Gas Co., Inc. 
Harvey McLean: | 
G-15990 United Gas Pipe Line | Theall Area......... BMcisacccdd Vermilion....... 5 31 60 | Iss. 
Co. 
C. L. McMahon, Inc.: 
G-15425 West Lake Natural | Undesignated.-...... Qa POUR cccstecesd 2 9 60 | Iss. 
Gasoline Co. 
James D. Madole: | 
G-10559 United Gas Pipe Line | Pistol Ridge......... ini Forrest®.....i...4 3 18 60 | Iss. 
Co. 
Magnolia Petroleum Co.: 
G-15185 Pioneer Gathering sys- | Clayton Ranch--..- WOR coviien Crockett........ 2 1 60 | Iss. 
tem, Inc. 
G-16220 El] Paso Natural Gas | Brown-Bassett_..... WOR scccex RO icitnccase 2 15 60 | Iss. 
Co. 
May Oil Co.: 
G-18624 Equitable Gas Co_.... Birch District_...... | W. Va....| Braxtem.....<..- 6 8 60 | Iss. 





See footnotes at end of table, p. 975. 
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CERTIFICATES-——Continued 
| | } | - 
PRODUCER,# DOCKET NO. AND | | |_ DISPOSI- | DIs- 
PURCHASER# } FIELD STATE | COUNTY |TION DATE! POSI- 
TION ! 
Merchants Oil & Gas Co.: | 
G-14706 Hope Natural Gas | Murphy District....; W. Va_...| Ritchie.........| 5 3 60 | Iss. 
Co. { i 
Mercury Drilling Co.: 
G-16394 Michigan-Wisconsin | Laverne. .-....--. sateealh Qe aiainiccaly Me acatsinnpgeii | 3 18 60 | Iss. 
Pipe Line Co. 
John F. Merrick, Operator, et 
al.: 
G-14611 Texas Eastern Trans- | Mayo-............--. I aaiaiats CO —E 5 3 60 | Iss. 


mission Corp. 
Mertzon Corp.: 
G-19534 Pioneer Gathering | Mertzon_-........... al a ens 6 14 60 | Iss. 
System, Inc. 
Middle States Petroleum Corp.: 
G-17410 Arkansas-Louisiana | Waskom*......... mp) Se CN entienes 413 60 | Dis. 
Gas Co., et al. 
Midstates Oil Corp.: 
G-7023 Tennessee Gas Trans- | Logansport. --.-.--. a Be i 413 60 | Dis. 
mission Co. 
Midstates Oil Corp.: 
G-13547 Tennessee Gas Trans- | Rock Island. ----.---. enti Colorado......-.| 413 60 | Dis. 
mission Co. | 
Midwest Oil Corp.: 
G-18798 Northern Natural Gas | N.E. Gate__.-._--- itccas Harper... ... 5 31 60 Iss. 
Co. 
Midwest Oil Corp., Operator: | 
G-17887 United Fuel Gas Co..| Branch.............- Miaaisaraae ] |” aes 3 18 60 | Iss. 
Midwest Oil Corp., Operator, et 
al.: | | | 
G-20026 United Fuel Gas Co_.} Ellis..........-.-..- geese I eicmicaiines 6 8 60 | Iss. 
C. V. Mills, et al.: 
G-15509. Hope Natural Gas Co_} Sheridan District...| W. Va__..| Calhoun -_....-. 5 6 60 | Iss. 
Delia Minton: | 
G-5677 Tennessee Gas Trans- | Zim-_...........-..-..- 2 ee Po eee 1 27 60 | Iss. 
mission Co. 
Lee Minton: 
G-5676 Tennessee Gas Trans- | Zim-_..........--..-.- animal Fe iditeenchdicietiss 1 27 60 | Iss. 
mission Co. | | 
Mohawk Gas and Oil Producers: | 
G-18143 Hope Natural Gas | Union District._.... W: Vé....] Weeen«.<. oakand 1 19 60 | Iss. 
Company. | 
Monsanto Chemical Co.: | | 
G-14717 El Paso Natural Gas | Vierson Area__.....-. N. Mex...| 
Co. 
Monsanto Chemical Co., Opera- | 
tor: | 
G-17228 Arkansas-Louisiana | Sligo..........--...- Biss | Bossier.........- | 6 8 60 | Iss. 
Gas Co. | | 
Moore, Moore & Miller: } | 
G-19198 El Paso Natural Gas | Bisti Gallup--_..-.-- | N. Mex...| San Juan.......- 5 31 60 | Iss. 
Co. | 
Camella Y. Morris 1: | 
G-19384 Equitable Gas Co_...| Freemans Creek Wes Wnnek eedasaaennens! 6 8 60 | Iss. 
District. | 


@o 


San Juan. ..-..- 5 3 60 | Iss. 


| 
| 


Mound Company, et al.: 
G-17499 Tennessee Gas Trans- | Deckers Prairie. --...| "Welliecam a 6 860 Iss. 
mission Co. i 


See footnotes at end of table, p. 975. 
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PRODUCER,# DOCKET NO. AND | 
PURCHASER# | 
| 





Mountain States Petroleum 
Corp., Operator: 
G-18356 Phillips Petroleum 
Co. 
Moyers Oil & Gas Co.: 
G-14123 Hope Natural Gas Co_| 
Mull Drilling Inc., Operator, et 
al.: 
G-14710 Cities Service Gas Co. 


Muncy Drilling Co.: 
G-14709 Kentucky-West Vir- 
ginia Gas Co. 
Murphy Corp.: 
G~14135 Texas Eastern Trans- | 
mission Corp. 
Murphy Corp.: 
G-17752 United Gas Pipe Line 
Co. 
Nabob Production Co., et al.: 
G-15891 Natural Gas Pipeline 
Co. of America. 
G-18944 Natural Gas Pipeline 
Co. of America. 
Nafco Oil & Gas Inc., et al.: 
G-14795 Northern Natural 
Gas Co. 
V. F. Neuhaus: 
G-18862 Coastal Transmission 
Corp. 
Joseph I. O'Neill, Jr., Operator: 
G-16544 El Paso Natural Gas 
Co. 
Occidential Petroleum Co., Op- 
erator: 
G-15516 El Paso Natural Gas 
Co. 
The Ohio Oil Co.: 
G-14441 El Paso Natural Gas 





Co. 
G-14613 Natural Gas Pipeline 
Co. of America. 

G-16193 Northern Natural 
Gas Co. 

G-17637. Northern Natural 
Gas Co. 


The Oil Capitol Corp.: 
G-16525 Michigan-Wisconsin 
Pipe Line Co. 
Oil Drilling Inc., et al.: 
G-14516 Texas Eastern Trans- 
mission Co. 
Oil Participations Inc., et al.: 
G-10386 American Louisiana | 
Pipe Line Co. 
A. G. Oliphant, Operator, et al.: | 
G-14508 Consolidated Gas | 
Utilities Corp. 
Olsen Oils Inc., Operator: 
G-18640 E] Paso Natural Gas 
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CERTIFICATES—Continued 
| | 
| pIsPost- DIS- 
FIELD STATE | COUNTY [FtON DATE! POSI- 
| | TION ! 
cc ioenen | 
| 
| 
Guymon-Hugoton -_| Okla-..- ON vnséccons |} 5 160 | Iss 
Union District ....- W. Va Ritchie.......... | 2 460 | Iss. 
| 
West Medicine Kans......| Barber-......... | 5 360 | Iss. 
Lodge. | | | 
East Kentucky - -.-- See WU écaccsnces | 5 360 | Iss. 
| 
Green wood- __ see Caddo. - -.- 4 2 460 Iss. 
Waskom. | | 
North Henderson...| Tex.---.-- Rusk............| 3 160 | Wtd. 
| | 
Quindouno.........-. elutusns I ssccnscns 3 18 60 | Iss. 
Quinduno........... Welicncces ee 6 8 60 | Iss. 
Undesignated _-_._.. Pica Ochiltree__.....- 6 8 60 | Iss. 
| 
North Rincon......- Tibisceuns idecicnccns 1 27 60 | Iss 
| 
Ps ionccdaccneien Wie WEccl Wie cctecnaseose 5 31 60 | Iss 
Dakota-Mesaverde*_| Colo--..-- La Pieta®....... 6 8 60 | Iss 
j 
Bas ahaa Utah......| San Juan_.......| 2 23 60 | Iss. 
| 
Camrick Southeast..| Okla__..-- Beaver..........| 5 3 60 | ‘Iss. 
| | 
Rosston Area- -....-- | Okla...... NEE. .cnaacccus 6 8 60 | Iss. 
ee | Kans_.._-- Finney........-..] 6 8 60 | Iss. 
Taverme............- | Okla_..-.- Harper..........| 3 18 60 | Iss. 
| | ' 
| | 
Tidehaven._.......- ic. Sener Matagorda__.... | 5 360 | Iss. 
| | | 
| ~~ 
W. Little Chenier...) La......- Cameron....---- | 5 31 60 | Iss 
| | | 
Hunter Northwest | Okla......| Garfield........- 5 360 | Iss 
Pool. | | 
| 
Henderson........-- a | Winkler......... 5 31 60 | Iss. 





Co. 


See footnotes at end of table, p. 975. 
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CERTIFICATES—Continued 





PRODUCER,# DOCKET. NO.. AND | | DISPOSI- | DIS 


PURCHASER# FIELD STATE COUNTY \HION DATE| POSE 
TION ! 


Jewel Osborn: 


= = cia -| cats 
} 
| 


G-5675 The Altex Corp., et al.| Alice Area*--...-..- TR atic Jim Wells*...... 1 27 60 Iss. 
W. B. Osborn, Jr., Executor: | | | 
G-5674 Northern Natural Gas | Hugoton*.-.........- Kans_... Kearny®.......-| 1 27 60 Iss. 
Co., et al. 
W. B. Osborn, Jr.: 
G-5671 Colorado Interstate | Hugoton_.........--. Kans......| Kearny®......-- 1 27 60 | Iss. 
Gas Co. 
J. P. Owen: 
G-9218 United Fuel Gas Co...| Ellis. ........-..-..-- sn a3 icenennad 5 26 60 Dis. 
P. & M. Oil Co.: 
G-14337_ Equitable Gas Co.._.| Southwest District..| W. Va-_-.-..| Doddridge- - ..-- 5 31 60 | Iss. 
P, & M. Oil Co.: | | | 
G-14339 Equitable Gas Co-_.... Southwest District_.| W.Va Doddridge : 5 31 60 } Iss. 
Pan American Petroleum Corp.: 
G-14120 Texas Eastern Trans- | Fort Lynn-- alk dans Miller - 2 4 60 | Iss. 
mission Corp. | | | 
G-14640 E) Paso Natural Gas | Aneth_. . ..-| Utah.. | San Juan. . 2 23 60 | Iss. 
Co. 
G-15047 United Fuel Gas Co__| Erath...__-- — f° Vermilion. | 2 5 60 | Iss. f 
G-15386 Pioneer Gathering | Aeaie...............] Tem......) Coat... | 2 160 Iss. ‘ 
System, Inc. | 
G-16097 Sinclair Oil & Gas Co.| Christoval Strawn_.| Tex Tom Green - --- 211 60 | Wtd. 
G-16294 Northern Natural Gas | Gate Lake - . | Okla. .... | Harper-. : 3 18 60 | Iss. 
Co. | | | } } 
G-16759 Michigan-Wisconsin | Laverne - --- _..| Okla......| Harper. 3 18 60 | Iss, 
Pipe Line Co. | 
Pan American Petroleum Corp., | 
Operator: | 
G-17877 Texas Gas Transmis- | Blackburn*--. ick ae .-| Bossier*.... -| 5 5 60} Iss. 
sion Corp. | 
Parker Petroleum Co., Inc., Op- 
erator: ] | | | 
G-16159 E] Paso Natural Gas | Undesignated so Se Wheeler 6 8 60 | Iss. 
Co. ! | 
Parson and Norman, Operator, 
et al.: 
G-13073  Trunkline Gas Com- | North Fannin--. Wel Goliad. . 4 13 60 | Iss. 
pany. 
G-13966 Peoples Gulf Coast | Ybanez Tex_.- Duval 4 13 60 | Iss. 
Natural .Gas Pipeline Co. 
Neville G. Penrose, Inc., Opera- 
tor, et al.: 
G-18957 El] Paso Natural Gas | Eumont--.........- | N. Mex...| Lea--- 1 19 60 | Iss. 
Co. 
Petro- Atlas, Inc.: | 
G-15081 E) Paso Natural Gas | Aneth-----.-.....-- Utah......| San Juan.......| 2 23 60 | Iss. 
Co. 
G-16968 E] Paso Natural Gas | South Blanco Pool..| N. Mex...| Lea_-. 5 31 60 | Iss. 
Co. | 
Petroleum Exploration, Inc., of 
Texas: 
G-19382 Panhandle Eastern | Undesignated........ Kans _....| Meade-. _..| 5 31 60 | Iss. 
Pipe Line Co. | 
Petroleum, Inc.: | | 
G-16870 Colorado Interstate | Keys-Oklahoma...-| Okla......| Cimarron-..... 5 31 60 Iss. 
Gas Co. | | 


G-18930 Ingersoll Power & | Greenwood linawenws Gi etcceenes 5 3 60 Iss, 
Fabricating Co., Inc. | Waskom. | | 


See footnotes at end of table, p. 975. 

































G-17047 Michigan-Wisconsin | Laverne... ......--| 
| } 


Pipe Line Co. | 
See footnotes at end of table, p. 975. 
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964 PRODUCER LIST 
CERTIFICATES—Continued 
PRODUCER,# DOCKET NO. AND | 
PURCHASER# | FIELD STATE 
| 
—_———__ — — 
Petroleum Leaseholds, Inc.: 
G-15483 Texas Eastern Trans- | West Weesatche_-..| Tex 
mission Corp. | 
Phillips Petroleum Co.: | 
G-11990 Pioneer Gathering | Vinegarone.-........| Tex..-.---| 
System, Inc. | | 
G-13963 El Paso Natural Gas | Aneth | Utah..__..| 
Co | 
G-14841 El Paso Natural Gas PN. sino sns N. Mex. 
Co. | | 
G-15347 West Lake Natural | Undesignated.......| Tex- 
Gasoline Co. 
G-16866 Transcontinental Gas | Chegby---.---..----| La__- 
Pipe Line Co. 
G-18300 Texas Gas Transmis- | North Shangaloo....| La__- | 
sion Corp. 
G-18301 Texas Gas Transmis- | North Shangaloo....| La_.-.---- | 
sion Corp. | 
Phillips Petroleum Co., Operator: 
G-18299 Texas Gas Transmis- | North Shangaloo-. La 
sion Corp. | | 
John J. Pichinson, Operator: 
G-18079 The Altex Corp-.....| Tsesmelis.........-. ‘ie apts 
Pickrell Drilling Co., et al. | 
G-18582 Northern Natural Gas | Glick -_- Kans 
Co. | 
Pioneer Production Corp.: 
G-11576 Pioneer Gathering | Sonora Gas Area-. Pex. 
System, Inc. 
Plains Exploration Co., Operator, 
et al.: | 
G-14596 Kansas-Nebraska | Atwood East -- Colo-.-- 
Natural Gas Co., Inc. | 
Plymouth Oil Co.: 
G-18929 Ingersoll Power & | Greenwood- La... 
Fabricating Co. Inc. Waskom. | 
M. F. Powers: | 
G-16787  Mithigan-Wiscon- | Laverne__....---- | Okla. ._.-- 
sin Pipe Line Co. | 
Max Pray, Operator, et al.: 
G-14127 Southern Natural Gas | Napoleonville----.-- Bi iiennas 
Co. 
Pringle Powder Co.: | | 
G-17636 Columbian Fuel Corp.| Road Fork of Tug | Ky------- 
River. 
The Pure Oil Co.: 
G-10688 West Lake Natural | Undesignated._.....; Tex_--..-- 
Gasoline Co. | 
The Pure Oil Co.: | 
G-13961 Colorado Interstate | Keyes..........----- | Okla...... 
Gas Co. | | 
G-14156 El Paso Natural Gas | Aneth.............-- | Utah......| 
Co. | | | 
G-15433 West Lake Natural | Undesignated-___--- DP cases | 
Gasoline Co. 
G-16281 Cities Service Gas Co_| South Rhodes._.....| Kan.__..- 
Republic Natural Gas Co., Op- | | 
erator: | | 
Okla_-...-. 


Nolan. - _. 


tw 


to 


on 


a 


3 


o 


3 


6 


te 


DISPOSI- 
TION DATE! POSI- 


20 60 


wo 


18 60 


1 60 


DIS- 


TION ! 


60 | 


60 


3 60 


18 60 | 


23 60 


Tss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 
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CERTIFICATES—Continued 
PRODUCER#, DOCKET NO. AND 
PURCHASER# FIELD STATE COUNTY 
Reynolds Mining Corp.: 
G-14834 El Paso Natural Gas | Aneth...............| Utah... San Juan__-.-- 
Co. 
Rhodes & Hicks Drilling Corp., 
et al.: 
G-18039 Alfred Production Co.| Hollow Tree_.......| Tex Jim Wells. 
Kenneth J. Rich, Operator, et al.: 
G-14634 Natural Gas Pipeline | Ken-Rich Conglom- | Tex Jack 
Co. of America. erate. 
Charles J. Richard, Operator, 
et al.: 
G-14507 Cities Service Gas Co.| Undesignated.......; Okla_.....| Grant 
Richome Oil Co.: 
G-17974 Colorado Interstate | West Panhandle-- Tex. Moore 


Gas Co. | 
Riddell Petroleum Corp.: 
G-16579 Michigan-Wisconsin | Laverne... Okla. Harper_. 
Pipe Line Co. 
C.R. Ridgway & W.B. Ridgway: 


G-14133 United Gas Pipe Line | Pistol Ridge*-..- Miss -. Forrest* 
Co. 
Russell Rinehart: 
G-15481 South Penn Natural | Paw Paw Districts*.| W. Va-_- Marion 


Gas Co. 
T. L. Roach: 


G-18390 Phillips Petroleum | Texas Hugoton__._. Tex. Sherman 
Co. 
Robberson Investment Co.: 
G-18759 Lone Star Gas Co_...| Robberson-- Okla_. Garvin 
Ash Robinson: 
G-15349 El] Paso Natural Gas | Vinegarone___.-_- Tex_- Val Verde__- 
Co. 
E. G. Rodman & W. D. Noel: 
G-17852 El Paso Natrua)l Gas | Spraberry Trend_- Tex. ..| Midland... 
Co. 
Lendol Rogers, et al. 
G-15106 Hope Natural Gas Co_| Washington Dis- W. Va... Calhoun __ 
trict. 
Ross Oil & Gas Co.: 
G-14481 South Penn Natural | Geary District -- W. Va Roane____. 
Gas Co. 
Skelly Oil Co.: 
G-17580 El Paso Natural Gas | Undesignated. N. Mex Rio Arriba 
Co. 
Rutter & Wilbanks Bros., Opera- 
tor: 
G-8002 El Paso Natural Gas | Spraberry Trend Tex : Midland*. 
Co., et al. Area. 
St. Clair Oil Co.: 
G-16346 Hope Natural Gas Co.| Murphy District....| W. Va_. Ritchie____ 
G-16349 Equitable Gas Co__..| Skin Creek District_| W. Va_. Lewis. 
G-18787 Equitable Gas Co-- Skin Creek District_| W. Va_. Lewis. 
Salt Dome Production Co.: 
G-18368 Texas Eastern Trans- | Garwood__.......-- Tex__.....| Colorado_. 
mission Corp. 
W. G. Sampson, et al.: 
G-17913 Hope Natural Gas Co.| Washington Dis- W. Va....| Calhoun. ... 
| trict. 
Sand Springs Home: | 
G-10353 Phillips Petroleum Panhandle-_._....... Wet. cine Qe icsentnn - 


Co. 


See footnotes at end of table, p. 975. 
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CERTIFICATES—Continued 
| | 
PRODUCER#, DOCKET NO. AND | | DISPOSI- | DIS- 
PURCHASER# FIELD STATE COUNTY |TION DATE| POSI- 
} | TION 1 
— _- — ———__—_——_— — ~ — —_ — —F i—. 
| 
Howard M. Scallorn: } 
CI60-89 United Gas Pipe Line | Cabeza Creek Area__| Tex. _-- Goliad... -- | 33060 | Wtd. 
Co. | 
Schermerhorn Oil Corp., et al.: | | 
G-13369 El Paso Natural Gas | Undesignated __- N. Mex...| San Juan_.......| 5 3 60 | Iss. 
Co. | 
First National Bank of Dallas, 
Trustee: | 
G-13967 El Paso Natural Gas | Undesignated- | N. Mex.-..| Lea... | 2 460 | Iss. 
Co. | 
Seneca Oil Co., Operator: 
G-14138 Cities Service Gas | Cherryvale Pool. - GO. 2558 ene 2 4 60 | Iss. 
Co. | 
Milton F. Shaffer, et al.: | | 
G-13696 Producing Proper- | West Panhandle-- Tex Hutchinson.....| 3 14 60 | Iss. 
ties, Inc. | | 
Milton F. Shaffer, Operator et | 
al.: | | 
G-17026 Phillips Petroleum | Hugoton_--___-- | Tex Sherman....-- 4 12 60 | Iss. 
Co. | 
G-17177 Phillips Petroleum | Hugoton-- | Tex .| Sherman | 6 8$ 60| Iss 
Co. 
Paul Shaffer, Operator: | 
G-1389 Columbian Carbon Co.| Jefferson District....| W. Va- _.-| Nicholas. 5 3 60 | Iss. 
Shell Oil Co.: | 
G-13703 Colorado Interstate | Southwest Camp =| Okla_.-.-- Beaver... a 3 14 60 | Iss. 
Gas Co. | Creek. | 
G-13704 Northern Natural | Southwest Camp er Beaver... -| 3 14 60 | Iss 
Gas Co. | Creek. 
G-13876 El Paso Natural Gas | Aneth...............| Utah...._.| San Juan....-.--| 2 23 60 | Iss. 
Co. | 
G-15366 West Lake Natural | Undesignated. | Tex... Nolan...-...- ...| 2 960 | Iss. 
Gasoline Co. | 
G-15886 Tennessee Gas Trans- | East Cameron ---.- | Tex....--. WNP e ccs | 3 18 60 Iss. 
mission Co. | | | 
G-17575 Wunderlich Develop- | Autwine_-___----- Okla. ...--. Pe iasuiesoss | 6 860 Iss. 
ment Co. | | | 
G-18038 Lone Star Gas Co__..| Big Mineral_....__..| Tex Grayson -___--- | 5 31 60 | Iss. 
G-18181 Northern Natural | Glick___._.._..___-- | Kans... ewe ......... | 5 960 | Iss. 
Gas Co. | | | 
G-19788 Permian Basin Pipe- | Undesignated--_-._- Tex as cnuinnct 6 6 60 | Iss. 
line Co. 
Shell Oil Co., Operator: 
G-15501 Northern Natural | West Waka--------- | Tex......-] Ochiltree........| 6 8 60) Iss. 
Gas Co. | | 
Sherwood & Blohm, et al.: | 
G-13092 Tennessee Gas Trans- North Chesterville- Tex_......| Colorado-..----- 5 31 60 | Iss. 
mission Co. | 
Shoreline Petroleum Corp., Oper- | 
ator: | | | 
G-15889 Coastal States Gas | Coletto Creek-_.-_-- ie eres WOM cites cud | 6 8 60 | Iss. 
Producing Co. | 
Sinclair Oil & Gas Co.: 
G-11414 Pioneer Gathering | Hulldale*--_-------- Whssseise Schleicher.......| 2 1 60 | Iss. 
System, Inc. | | 
G-13656 Colorado Interstate | Greenwood.....--.--| Ob. cceus Be ctincadcceal 6 8 60 | Iss. 
Gas Co. | | 
G-13701 Colorado Interstate Mocane Field Area..| i ee i stkcececs 3 14 60 | Iss. 
Gas Co. | 
G-14597 Michigan-Wisconsin PRNES Sk ctsccnnn | co ee eee 5 3 60 | Iss. 
Pipe Line Co. | 


See footnotes at end of table, p. 975. 
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CERTIFICATES—Continued 


PRODUCER,# DOCKET NO. AND DISPOSI- | DIS- 
PURCHASER# FIELD | STATE | COUNTY TION DATE] POSI- 
TION | 


Sinclair Oil & Gas Co.—Con. | 


G-16370 Pioneer Gathering | Ketchum Moun- BR cn Irion __.- 2 1 60 | Iss. 
System, Inc. | tain. | 
G-18286 Lone Star Gas Co_.-_| Good Omen... ot es Smith_. 3 18 60 | Iss. 
G-18919 Kansas-Nebraska | Hugoton_---_----- Kans......| Finney-...- 1 19 60 | Iss. 
Natural Gas Co., Inc. | 
G-19222 Panhandle Eastern | Guymon Hugoton..| Okla Texas - 5 31 60 | Iss. 
Pipe Line Co. 
Sinclair Oil & Gas Co., Operator: 
G-16020 Northern Natural | East Spearman*..... Tex. .| Hansford*.... 6 8 60 | Iss. 
Gas Co. | | 
G-19281 All Star Gas Co_-_....| Fox & ...| Okla......| Carter-. 5 31 60 | Iss. 
Skelly Oil Co.: | 
G-13628 Texas Eastern Trans- | Cherokee Lake Welt antes Rusk.... 3 14 60 | Iss. 
mission Corp. Area. 
G-15364 West Lake Natural | Undesignated- ..| Tex .| Nolan... 2 9 60 | Iss. 
Gaoline Co. 
G-15892 Texas Gas Transmis- | Northwest Tex. Panola_. 3 18 60 | Iss. 
sion Corp. | Carthage. 
G-15912 El Paso Natural Gas | Otero-Gallup........| N. Mex...| Rio Arriba_- 5 31 60 | Iss. 
Co. | | 
G-16850 Cities Service Gas Co.| Harper_.............| Kams-....- Harper.__.-- 5 31 60 | Iss. 
G-16939 Texas Gas Transmis- | Carthage............| Tex.......| Pamola_.......-- 6 27 60 | Can. 
sion Corp. 
G-18403 Natural Gas Pipeline | Camrick S.E_.......| Okla. Beaver. 5 31 60 | Iss. 
Co. of America. 
Skelly Oil Co., Operator 
G-16224 Northern Natural | Hugoton_- Kans___. Finney ..- 5 31 60 | Iss. 
Gas Co. 
Sam Sklar: | 
G-14658 Arkansas - Louisiana | Rodessa_- -| La. Caddo : 5 3 60 | Iss. 
Gas Co. 
Sam Sklar, et al.: 
G-14692 United Gas Pipe | Rodessa_.- Tex Cass 5 6 60 | Iss. 
Line Co. 
Slade, Inc.: 
G-18224 El Paso Natural Gas | Spraberry Trend | Tex Glasseoek* _ 6 8 60 | Iss. 
Co. | Area, 
Slade, Inc., Operator, et al.: | | 
G-18429 Tennessee Gas Trans- | Sinton*--..... a. ee San Patricio__--- | 1 26 60 | Iss. 
sion Co. 
Slick Oil Corp.: | | 
G-18150 Texas Eastern Trans- | Yoward_......--. Tex Bee. _. 6 8 60 | Iss. 
mission Corp. | 
Herbert H. Smellie & Homer W. | } 
Myers, et al.: | 
G-16943 Hope Natural Gas Co.| Grant District. ....- W. Va_- Pleasants_......| 5 31 60 Iss 
H. L. Smith, Agent: 
G-4806 Godfrey Cabot, Ine....| Lee District......... | W. Va....| Calhoun........] 1 6 60 | Iss. 
Smith & Barker Oil & Gas Co., | 
Ine.: } | 
G-14648 Hope Natural Gas Co.| Lee District_...-...-. | W. Va....| Calhoun. -....- 3 8 60 | Iss. 
G-14649 Hope Natural Gas Co.} Lee District_........ | W.Va... “aI Calhoun - - n-n=--| 3 8 60 | Iss. 
G-14650 Hope Natural Gas Co_| Lee District_.......- | W. Va....| Calhoun. .-...... 3 8 60 | Iss. 
G-14651 Hope Natural Gas Co.| Lee District_.......- | W. Va..,-| Calhoun-..-.....- | 3 8 60 | Iss. 
G-14652 Hope Natural Gas Co.| Lee District_........ | W. Va....| Calhoun. - | 3 8 60 | Iss. 
G-14653 Hope Natural Gas Co_| Sherman District._.| W. Va....| Calhoun. -._.... | 3 8 60 | Iss. 
G-14654 Hope Natural Gas Co_| Lee District.........| W. Va....| Calhoun... ...... | 3 8 60 | Iss. 


See footnotes at end of table, p. 975. 
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PRODUCER,# DOCKET NO. AND 
PURCHASER# 












Smith Development Co.: 
G-20261 
Co. of America. 
Smith Development Co., et al.: 
G-17834 Phillips Petroleum 
Co. 
J. M. L. Smith: 
G-15464 Equitable Gas Co 


Natural Gas Pipeline | 


L. C. Smitherman, Operator, et | 


al.: 
G-17098 Panhandle 
Pipeline Co. 
L. C. Smitherman, Operator: 
G-18178 Panhandle Eastern 
Pipeline Co. 

L. C. Smitherman, Operator, et 
al.: 
G-18496 

Gas Co. 
Socony Mobil Oil Co., Inc.: 
G-14906 Shell Oil Co___.._--.- 
G-14907  Hassie Hunt Trust --_- 
G-14909 Hassie Hunt Trust -_- 
G-14910 Shamrock Oil & Gas 
Corp. 
#-14911 
Corp. 
G-14912 
#-14915 
G-14916 
Corp. 
G-15690 
G-17842 
Co. 
Sohio Petroleum Co.: 
G-18043 Tennessee Gas Trans- 
mission Co. 
Southern Union Gas Co.: 


Eastern 


Northern 


Warren Petroleum 


Skelly Oil Co_.......- 
Shell Oil Co.....-.... 
Warren Petroleum 


G-18230 El Paso Natural Gas 
Co. 
G-20598 E] Paso Natural Gas 
Co. 
Southwest Exploration Co., Op- 
erator: 
G-15885 Northern Natural 
Gas Co. 
Southwest Natural Gas Produc- 
tion Co.: 
G-14612 Arkansas - Louisiana 
tas Co. 
Southwestern Exploration Con- 
sultants: 


G-15532 Lone Star Gas Co---_| 


Hugh K. Spencer: 


G-19103 Carnegie Natural Gas 
Co. 

G-19104 Columbian Fuel 
Corp. 


M. N. Stafford: 
G-15383 El] Paso Natural Gas 
Co. 


Natural | 


Lone Star Gas Co---_| 
El Paso Natural Gas | 











See footnotes at end of table, p. 975. 




















CERTIFICATES—Continued 
DISPOSI- | DIs- 
FIELD STATE COUNTY TION DATE| POSI- 
TION ! 
—| | — a 
| | 
W. Panhandle---.-_-- pei A CS nate 4 5 60 | Iss. 
| | 
ested | 
PURGE sn ecsnccs | Teese | Sherman.-...---- 3 18 60 | Iss. 
| | | 
| Southwest District..| W. Va....| Doddridge - ----- 5 6 60 | Iss 
| | 
RN aos ad aie = aS 9 12 60 | Iss. 
Undesignated -._.... | Kans__...- Edwards._......| 3 18 60 | Iss. 
| 
| 
| 
Undesignated --_...- | Kans... | Edwards......-.| 5 3 60 | Iss. 
| | 
| | | 
' | 
Mustang Creek... aoe e | Colorado__....-- 5 31 60 | Iss. 
RA oe csicccicunne | La......--| Claiborne._..... | 5 31 60 | Iss. 
MR. = cesnnsce | Bees 2] Coe... 23: 5 31 60 | Iss. 
Panhandle.__.....-.- ccc Hutchinson ----- 5 31 | Iss. 
| 
Panhandle -_......-- acca Wy cca cntition 5 31 | Iss. 
| | 
Vent 4 Okla._..-- | Stephens..._.__- | 5 31 60 | Iss. 
Provident City-_...| Tex...---- | OVER cnc ences 5 31 60 | Iss. 
Panhandle____...... POR sce, | Wheeler_____..-- | 5 31 60 | Iss. 
| 
| | 
Panther Creek......| Okla...... | Carvin | 413 60 | Iss. 
Highland*__-......- | Okla._..-- | Beaver 6 30 60 | Wtd. 
| | } 
Tmbalier Bay Area._| Bccuawus Lafourche 3 18 60 | Iss. 
| 
Ni cassettes | N. Mex...| San Juan_.....- | 413 60 | Iss. 
| | 
Bisti-Lower Gallup | N. Mex.-.| San Juan_...--- 3 260 | Wtd. 
Pool. | 
| | 
| 
Hugoton ............ i a 3 18 60 | Iss 
| 
| 
ene ees Ter | Merion... ..... 5 3 60 Iss. 
Asphaltum.......... 7 Jefferson ......-- 6 8 60 | Iss. 
Freeman’s Creek | W. Va....| Lewis_..-....-.-- 1 19 60 | Iss. 
District. 
New Milton Dis- | W. Va- | Doddridge--.-..-. 1 19 60 | Iss. 
trict. 
Vinegarone.......... _ Val Verde....... 2 1 60 | Iss, 
| 
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| | DISPOSI- | DIs- 
PURCHASER# FIELD STATE COUNTY TION DATE} POSI- 
| TION ! 
M. N. Stafford, Jr.: } 
G-15369 E] Paso Natural Gas | Vinegarone-__-.-....- | Tem.sisas. Val Verde.._-..- } 2 160) Iss. 
Co. 
Standard Oil Co. of Texas: | 
G-18721 El] Paso Natural Gas | Aztec..........--...- N. Mex...| San Juan........| 1 19 60 | Iss 
Co. | } 
State Fuel Supply Co.: | 
G-16853 Michigan- Wisconsin | Laverne......- aaghcnil ee Harper .-s-s-| 3 18 60 | Iss. 
Pipe Line Co. | 
Stekoll Petroleum Co.: 
G-18955 El Paso Natural Gas | Undesignated.-......) N. Mex...| San Juan -| 5 31 60 | Iss. 
Co. | 
Stewart & Gouger Drilling Co., 
et al.: 
G-19045 Orange Grove Gas | N.W. Orange Grove.| Tex.......| Jim Wells_....-- 6 8 60 | Iss. 
Gathering Co. 
Stewart & Gouger Drilling Co., | 
et al.: 
G-19049 Orange Grove Gas | N.W. Orange Grove_| Tex...--.-- Jim Wells._....- 6 8 60 | Iss 
Gathering Co. | } 
Billy J. Stout: | } 
G-18888 Pioneer Gathering | Mertzon_.........-- TR ccccuel a 6 14 60 | Iss. 
System, Inc. | 
Murray D. Stringer: | 
G-19247 United Gas Pipe Line | Maxie-Pistol Ridge..| Miss_...-- ee 5 31 60 |} Iss 
Co. 
Kenneth Summers, et al.: i 
G-18583 Equitable Gas Co....| Bear Fork_._._....-- W. Va_....| Doddridge. 1 19 60 | Iss. 
Sun Oil Co.: | } | 
G-14403 El Paso Natural Gas | Aneth ...........-- Utah San Juan 2 23 60 | Iss. 
Co. | 
G-15424 West Lake Natural | Undesignated--....-- yee a 2 9 60 | Iss. 
Gasoline Co. 
G-15805 Lone Star Gas Co i ee Okla-_- Garvin 4 13 60 | Iss. 
G-16132 Northern Natural | West Perryton.-_---- WUBI. cituae | Ochiltree___.._.- 4 18 60 | Iss. 
Gas Co. 
G-16138 Cities Service Gas Co.| Hardtnmer_..........- Kans. Barber. 4 13 60 | Iss. 
Sunray Mid-Continent Oil Co.: } 
G-14861 Arkansas-Louisiana | Rodessa............- | ws cc cainais 6 8 60 | Iss. 
Gas Co. 
G-19511 South Texas Natural | North Monte Bliscseus Hidalgo. .......- 2 9 60 | Iss. 
Gas Gathering Co. Christo. | | 
Superior Oil Co.: 
G-15431 El Paso Natural Gas | Aneth...........-.-.- TIN sion San Juan........| 2 23 60 | Iss 
Co. 
The Superior Oil Co.: | 
G-16878 Michigan-Wisconsin | Laverne._.........-- Okla 0 ee 3 18 60 | Iss. 
Pipe Line Co. 
W. P. Swearingen, Operator, | 
et al.: 
G-18766 TranscontinentalGas | Martha-.....-..---- We icincncsins Liberty.........| 1 27 60 | Iss. 
Pipe Line Corp. | 
Sweetland Land and Mineral Co.: 
G-19000 United Fuel Gas Co__| Butler...............; W. Va Weis cseine 6 8 60 | Iss 
Tallyho Oil Co.: } 
G-13652 Hope Natural Gas Co.| Union District -...-- W. Va | 1 19 60 | Dis. 
Tekoil Corp., Operator, et al.: 
G-13976 Cities Service Gas Co.| Eureka..........-.-.- Okla...... Ci nem 2 ee Iss, 
Mary Jane Tennant: | 
G-18458 Hope Natural Gas Co.| Paw Paw District.... W, Va_....; Marion 2 3 60 | Iss, 


See footnotes at end of table, p. 975. 
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CERTIFICATES—Continued 
PRODUCER,# DOCKET NO. AND DISPOSI- | DIs- 
PURCHASER# FIELD STATE COUNTY TION DATE} POSI- 
| | | TION 
| 
Texaco Inc.: 
G-15153 El Paso Natural Gas | Aneth............--- Utah...... San Juan.....-.- 2 23 60 | Iss. 
Co. | 
G-16017 Northern Natural | Hansford._..-.....-- | Tex...---- Hansford..__.-.- 5 31 60 | Iss. 
Gas Co. | | 
G-19440 Permian Basin Pipe- | Undesignated--.-...-. a Pr cncscaacee 6 6 60 | Iss. 
line Co. 
Texaco Inc., Operator: 
G-16287  E] Paso Natural Gas | Panhandle-.-.......-- incnecis Wheeler®___..... 3 18 60 | Iss. 
Co. 
G-19127 Phillips Petroleum | Texas Hugoton.___-- Wiese: Moore®..._._...- | 119 60 | Iss. 
Co. 
Texaco Seaboard Inc.: 
G-15530 West Lake Natural | South Lake Tram- | Tex------- Pe ccsseced 6 8 60 | Iss. 
Gasoline Co. mel. | 
Texas Crude Oil Co., Operator: | | 
G-18125 El Paso Natural Gas..| Howse..........-..- 1 WN Blew...) Fee cA 3 18 60 | Iss. 
Co. 
Texas Gulf Producing Co.: 
G-14610 Trunkline Gas Co....| Southeast Fulton....| La......-- Beauregard......| 5 3 60 | Iss. 
Texas National Petroleum Co.: | 
G-19357 El Paso Natural Gas | Levelland_._._..- ---| TOE. 2622-5 Cochran......... 5 31 60 | Iss. 
Co. | 
Texas Pacific Coal & Oil Co.: 
G-17394 West Texas Gather- | Emperor...........- WR a Winkler___..___. | 11260) Can. 
ing Co. | 
Texas Pacific Coal and Oil Co., | 
Operator: 
G-18303 El Paso Natural Gas | Eumont Pool_.....-- 0, Wie. .) Be ce otccc ssc 6 8 60 | Iss. 
Co. | 
Three States Natural Gas Co.: | } 
G-14800 El Paso Natural Gas | Aneth_..-.-..--..... Utah...... San Juan........ 2 23 60 | Iss. 
Co. j | 
Tidewater Oil Co.: 
G-15543 Panhandle Eastern | South Forgan_____-- Okla....-- | Beaver.......... | 6 8 60| Iss. 
Pipe Line Co. | 
Tidewater Oil Co.: 
G-15707 American Louisiana | Second Bayou-.._--- a Cameron........ 3 18 60 | Iss. 
Pipe Line Co. 
G-17040 West Texas Gathering PIRES. nccesccncce OR scs8sn | Winkler. _......| 4 12 60 | Iss. 
Co. | 
G-17634 American Louisiana | North Holly Beach.| La_-.--.--- Cameron......-. 6 8 60 | Iss. 
Pipe Line Co. 
G-17743 El Paso Natural Gas | Langley-Mattix.....| N. Mex-- BOBS i cc cinds 6 8 60 Iss. 
Co. j | | 
G-18377 Coastal Transmis- | Opelousas_._......-- La........| St. Landry...... | 4 560| Wtd. 
sion Corp. | | 
Toto Gas Co., Operator: | | 
G-19166 Wunderlich Develop- | Undesignated --...-- Okla...... | Bae cece e dic | 6 8 60| Iss 
ment Co. | 
Tower Oil & Gas Co. of Texas: | | | 
G-18852 El Paso Natural Gas | Undesignated ---.--- | Tex....-.- Vee. 2.28) | 1 27 60 | Iss. 
Co. | 
Sam Trant, Operator, et al.: | 
G-14593 United Gas Pipe Line | Bloomington-----.-- Wis cccant | Victoria.........| 5 3 60 Iss. 
Co. | | 
Tri-Mark Oil Co.: | 
G-17894 Texas Eastern Trans- | Angel City......-.-- Peewnissis + Gene... sc. ce 1 7 60 Iss. 
mission Corp. | | i 
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CERTIFICATES—Continued 
PRODUCER,# DOCKET NO. AND | | DISPOSI- | DIs- 
PURCHASER# FIELD STATE | COUNTY |TION DATE} POSI- 
| TION! 
| 
Tri-Service Drilling Co.: 
G-15502 Pioneer Gathering:| Addie............... | Reasiiccud Crockett........ | 2 160} Iss. 
System, Inc. | 
Trice Production Co.: | 
G-16543 United Gas Pipe Line | St. Martinville...... | Rie | St. Martin. _.... | 5 31 60 | Iss. 
Co. | | 
G-18885 United Gas Pipe Line | Sunrise.............- Diana | Terrebonne. -.-- 1 27 60 | Iss, 
Co. | } | 
Trice Production Co., Operator, | 
et al.: 
G-14609 El Paso Natural Gas | Spraberry Trend i scsai Midland .......- 5 3 60 | Iss. 
Co. Area. | 
John H. Trigg, et al.: | | 
G-18147 Southern Union Gas | Blanco Mesaverde.| N. Mex...| San Juan-_....- 6 8 60 | Iss. 
Co. } | 
G-18191 El Paso Natural Gas | Blanco Mesaverde..| N. Mex...| San Juan.......- | 6 8 60 | Iss. 
Co. | 
French Trimble, et al.: | 
G-17618 Hope Natural Gas Co.| Undesignated-.....- W. Va....| Barbour........-. | 6 8 60 | Iss. 
H. V. Tucker: | 
G-18675 Colorado Interstate | Mocane Area. ......|.Okla......| Beaver_........- | 119 60 | Iss, 
Gas Co. | | | | 
Fred Turner, Jr.: } | 
G-17981 Permian Basin Pipe- | Eumont Pool ---.... | 3G, Net...) S08. .2..0..don | 6 8 60 | Iss. 
line Co. | 
J. Glenn Turner: | | | 
G-17753 El Paso Natural Gas | Blanco..........-... N. Mex...| Rio Arriba.....- | 1 19 60 | Iss. 
Co. | | 
Sue Reeder Turner: 
G-18310 El Paso Natural Gas | Blanco.............. | N. Mex...| San Juan. ....-- } 119 60 | Iss. 
Co. | 
The TXL Corp.: | | 
G-15461 El Paso Natural Gas | Sweetie Peck --..-.- | naa Midland........ | 6 8 60 | Iss. 
Co. | | 
Union Oil Co. of California: | 
G-15488 West Lake Natural | Undesignated----.-- Tex oon BN. cnkinudeens |} 2 9 60/| Iss. 
Gasoline Co. | 
G-18302 Transwestern Pipe- | Woodward.......... | Okla...... Woodward_....-. | 125 60| Wtd. 
line Co. | | 
G-18348 Pioneer Gathering | Mertzon_.......-.-- Dos Irion _..-| 6 14 60 | Iss. 
System, Inc. | 
United Carbon Co., Inc.: | 
G-13599 Colorado Interstate | Northwest Eva--..-- ) Cb. TUGRB....ceccesn | 6 8 60 | Iss. 
Gas Co | 
United Producing Co., Inc.: } | 
G-17003 Colorado Interstate | Mocane_............ a Beaver 4 13 60 | Iss. 
Gas Co. 
G-18916 Michigan-Wisconsin | Laverne. .-.......-.-- | Okla...... Haprer.._........ 1 19 60 Iss. 
Pipe Line Co. | | 
E. W. Valentine Gas & Oil Co. | 
G-13692 Hope Natural Gas Co.| Murphy District....| W. Va... ee 6 8 60 | Iss. 
Alice M. Vandergrift | 
G-15980 Hope Natural Gas Co.| Murphy District....; W. Va_...| Ritchie__.....-.-. 5 31 60 | Iss. 
G. H. Vaughn and Jack C. 
Vaughn: | 
G-18829 Texas Gas Transmis- | West Lisbon......-.. Di cinceie Claiborne -....... 5 31 60 | Iss 


sion Corp. 


See footnotes at end of table, p. 975. 
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PRODUCER,# DOCKET NO. AND 
PURCHASER# 


Vem Oil, Inc.: 
G-18130 El Paso Natural Gas 
Co. 
B. W. Vinson: 
G-16981 Michigan-Wisconsin 
Pipe Line Co. 
Keith ¥. Walker, Operator: 
G-16289 Lone Star Gas Co___. 
Washington Natural Gas Co: 


G-18350 Equitable Gas Co- -_--| 


Carnes W. Weaver: 


G-14589 Transcontinental | S 


Gas Pipe Line Co. 
Wellings Oil & Gas Co:. 
G-17021 Hope Natural 
Co. 
Western Natural Gas Co.: 
G-13964 FE] Paso Natural Gas 
Co. 
G-15300 El] Paso Natural Gas 
Co. 
G-16099 
Co. 
Western Petroleum Co.: 
G-18146 
Co. 
Westhoma Oil Co.: 
G-14457 Northern 
Gas Co. 
Carl J. Westlund, Operator et aL: 
G-16092 El] Paso Natural Gas 
Co. 
Mrs. Virginia Abney Whelan: 
G-15778 Arkansas-Louisiana 
Pipe Line Co. 
Wheless Drilling Co., et al.; 
G-18335 Arkansas-Louisiana 
Gas Co. 
Wheless Drilling Co., Operator: 
G-16171 Arkansas -Louisiana 
Gas Co. 
Fred Whitaker, Operator, et al.: 
G-15806 Lone Star Gas Co- ._. 
White Eagle Oil Co.: 
G-18784 Michigan-Wisconsin 
Pipe Line Co. 
Harvey J. Weir, Sr.: 


E] Paso Natural Gas 


Natural 


| 
G-15331 El Paso Natural Gas 


Co. 
Joe R. Weir: 


G-15332 El Paso Natural Gas 
Co. 

Willets & Craig: 
G-16874 Pioneer 
System, Inc. 
Lee. Wilson Gas Co.: 

G-18874 Penova Interests 
Winwell Exploration Co.: 
G-14673 Arkansas-Louisiana 
Gas Co. 


Gathering 


Gas | 


£1 Paso Natural Gas | 


PRODUCER LIST 


CERTIFICATES—Continued 
| 
FIELD STATE | 
| | 
Bamant 66S ~.nnenen N. Mex... 
TAVOTOR.. doi ccccontd Okla..:.. 
Pein tticastacnaae Okla. ..... | 
i 
VINER: 6 snccncusue We Ve. cal 
WM Sos onto. | Tex. cc 
} 
Union District. __--- We, Wekcas 
a nwnedgesain Utah....--| 
Co | ee 
Brown-Bassett_-_---- UE. ccmcdose 
| | 
Langley Mattix___-- N. Mex.--| 
Undesignated.__...- Kans...-. | 
Spraberry Trend....| Tex_...--- 
Waskom-Green- Bi cctmete 
wood. 
| Simsboro__..-.----- Bi censaes 
Simaboro;...:-<---.-- TA. nwiswasee 
Coarthegs...<-.-.-.-+ Pensa 
SWUNG... 5...55s | Okla. .---- 
Vinegarone.....-..-.- | PUR caneve 
| 
Vinegarone,. ..-..-..- DE wa comney 
Buckhorn Ellen- WOE Sccacee 
burger. | 
Murphy District....| W. Va- 
I iccccsiccncne | Tex... 











See footnotes at end of table, p. 975. 


COUNTY 


Ritchie 


San Juan........ 
Val Verde_.._--- 


Terrell. .-.....-.| 


Seward 


Upton... 


CUBES. ....nass0s 


A eee 


LARGER. 5 niinns 


BT « snstnnciniet 


Val Verde....--- 


Val Verde._....- 


| Crockett. 


Ritchie 


Marian 





DISPOSI- 
TION DATE 


3 18 60 | 


3 18 60 





15 60 | 
6 8 60 | 


3 60 


1 60 


1 19 60 


5 360 





Dis- 
POSI- 
TION ! 





Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss, 


Iss. 


Iss. 


Iss. 


Tss. 


PRODUCER LIST 973 








CERTIFICATES—Continued 
PRODUCER,# DOCKET NO. AND | | DISPOSI- | DIS- 
PURCHASER# FIELD | STATE COUNTY TION DATE| POSI- 
| | TION ! 
James W. Witherspoon: | 
G-15390 FE] Paso Natural Gas | Panoma.._.......-.. _ Donley......-.- _| 5 6 60/ Iss. 
Co. | 
James A. Wood, Trustee Opera- | 
tor, et al.: | 
G-17009 Tennessee Gas Trans- | North Ross... -...--- weidosan Starr_....._.__..| 413 60 | Iss, 
mission Co. | | 
Woodley Petroleum Co., Opera- | 
tor, et al.: | 
G-15469 El] Paso Natural Gas | Andrews.........--. RO cenace Andrews........| 5 6 60 | Iss. 
Co. } } 
Herbert S. Woods, et al.: 
G-14703 Natural Gas Pipeline | Undesignated_.-.-.- inane Wiis «teenie | 5 360 Iss 
Co. of America. 
J.D. Wrather, Jr., et al.: 
G-15918 United Gas Pipe | Bloomington--.....- BEansnin Victoria.......- | 5 31 60 | Iss. 
Line Co. 
Wright Oil & Gas Co.: | | 
G-13653 Hope Natural GasCo_| DeKalk District_...| W. Va-- --| a | 6 8 60 | Iss, 
Yingling Oil, Inc.: | 
G-16753 Michigan-Wisconsin | Laverne..........-.-- Okla. .....| Harper*......... 3 18 60 | Iss. 
Pipe Line Co.* 
Charles E, Young, et al.: | | 
G-18594 Equitable Gas Co....| Play District....... W. Va....| Ritchie......... 1 19 60 Iss, 
Co. 


See footnotes at end of table, p. 975. 











PRODUCER 


APPLICATIONS 





FOR ABANDONMENT OF SERVICE 








DURING THE PERIOD JANUARY 1, 1960 THROUGH JUNE 30, 1960 




















DISPOSED OF 





PRODUCER,# DOCKET NO. AND | DISPOSI- 
PURCHASER# FIELD STATE COUNTY TION DATE 
| 
Anderson-Prichard Oil Corp.: | 
G-14989 El Paso Natural Gas | Langlie-Mattix____.- TO A ccd UU cect aicce 3 17 60 
Co. 
Arkansas Fuel Oil Corp.: 
G-20140 Texas Eastern Trans- | Kingsville East_____| Wile ssosed en 5 25 60 
mission Corp. 
The Atlantic Refining Co.: | 
G-18656 El Paso Natural Gas | Midway Lane------ | TOK. nn Crockett.......-. 1 6 60 
Co. | 
Banquete Gas Co.: | 
G-14644 Transcontinental Gas | Odem--.-_-.-..-.--- ee San Patricio____. 3 11 60 
Pipe Line Co. | 
Benson-Montin-Greer Drilling | | 
Corp.: | 
G-18036 El Paso Natural Gas | Blanco.............-. | N. Mex...| Rio Arriba_...-. 2 12 60 
Co. | 
Big Chief Drilling Co.: 
G-19541 Warren Petroleum | Wayne.............- Okla_....- McClain.......- 3 17 60 
Co. 
Herman & George R. Brown: | 
G-19020 United Gas Pipe Line | Bloomington__-__-_- Si oe, Victoria........-. 5 25 60 
Co. | 
Ernest Campbell: 
G-14474 Hope Natural Gas Co_| Lee District_...._.-- | W. Va....| Calhoun..-..... 3 17 60 
Carter-Jones Drilling Co., Opera- 
tor. } 
G-14510 Tennessee Gas Trans- | West Mission._._- TOR: nonce GR ccnccecs 1 5 60 
mission Co. | 
Carter-Jones Drilling Co., Inc., 
Operator: 
G-19224 Arkansas-Louisiana | Greenwood-Waskom_| La_-_-..-..-- GiAcciaves 2 16 60 
Gas Co. 
Crescent Oil & Gas Corp., Opera- | 
tor: 
G-15688 Texas Gas Transmis- | Iota................- Ps iene iintdccdns 3 11 60 
sion Corp. 
Crescent Production Co., Inc.: 
G-18972 Olin Gas Transmis- | Sicily Island_-_-_--.- La........| Catahoula. -_-_. 1 460) 
sion Corp. | 
Delaware Gas Co.: 
G-15303 Hope Natural Gas Co_| Undesignated - ---.-- W. Va....| Barbour........| 3 4 60 | 
Delta Drilling Co., et al.: 
G-18641 El] Paso Natural Gas | San Juan Basin_-_-- N. Mex...| San Juan......-- 1 20 60 | 
Co. 
Dunn-Mar Oil & Gas Co.: 
G-10907 Hope Natural Gas Co_| Washington Dis- | W. Va_._.| Calhoun. ...-_-- 1 28 60 
| trict. 
Eason Oil Co., Operator, et al.: 
G-19011 Cities Service Gas Co_| East Guthrie Lake-_| a J 2 9 60 
Forest Oil Corp., Operator, et al.: 
G-18339 United Fuel Gas Co_.| Maxie_..........._-- ee PE aikchemie |} 2 960 
G-18342 United Fuel Gas Co__| Ellis-North—-__....-- Os titties Bn ncsccees 2 9 60 
Hanlon Oil Co.: 
G-18945 Hope Natural Gas Co.| Grant District W. Va sc naccenn 1 26 60 
Bernard Hays, et al.: 
G-18840 Hope Natural Gas Co.| Center District____.- W. Va eee 1 19 60 | 
ES pe TEE RPE nnctinncdencccchscceuindeconscsnanlpenbunsonidassunt’ 3 17 60 


See footnotes at end of table, p. 975. 
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DIs- 
POsI- 
TION ! 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Dis. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Dis. 


Iss. 


Iss. 
Iss. 


Iss. 
Iss. 








PRODUCER 


LIST 


ABANDONMENT APPLICATIONS— Continued 


PRODUCER,# DOCKET NO. AND 


975 


| pispost- | pis- 








PURCHASER# FIELD STATE COUNTY |\TION DATE| POSI- 
| TION ! 
A. E. Herrmann Corp.: 
G-17975 Colorado Interstate | West Panhandle..../ Tex_-...-- re 2 12 60 | Dis. 
Gas Co. | | 
Hill & Hill, Operator, et al.: | | } | 
G-13794 Tennessee Gas Trans- | Engelhard --_-......- kad Colorado_......- | 3 460 | Iss. 
mission Co. | | 
Jack G. Howe, et al.: 
G-20222 Hope Natural Gas Co_| Lincoln District_....; W. Va_...| Tyler. .......... | § 25 60 | Iss. 
H. L. Hunt 
G-12029 Southern Natural | Coffee Bay_........- ee Lafourche_...... 5 24 60 | Iss. 
Gas Co. | | 
Estate of Lyda Bunker Hunt: } | 
G-12035 Southern Natural | Coffee Bay_........- ni Lafourche... ._--- 5 24 60 | Iss. 
Gas Co. | 
George Jackson: | 
C-160 12 Equitable Gas Co___| Skin Creek District.| W. Va BE ccetiienatil | 5 25 60 | Iss. 
John E. Lydle: | 
G-14850 Hope Natural Gas Co-_| Jefferson District_.... W. Va Pleasants -| 3 17 60 | Iss. 
McCall Drilling Co., Ine.: | | 
G-14900 Hope Natural Gas Co_| DeKalb District. W.Va | Giimer....<...-- 5 6 60 | Iss. 
McCall Drilling Co., Inc.: | 
G-19238 Hope Natural Gas Co.| De Kalb District_...| W. Va-_- Gilmer_._- 5 25 60 | Iss. 
Maoco Drilling & Supply Co.: | | 
G-15062 New York State Nat- | Undesignated_- Pa... , ewes ee 
ural Gas Corp., et al. | } 
May-Pay Oil & Gas Co.: 
G-19227 Hope Natural Gas Co_| Murphy District..../| W. Va Ritehie........-.| 5 6 60 | Iss. 
E. C. Miller & Farl Knotts: | 
G-20254 Hope Natural Gas Co.| Washington | W. Va...-| Calhoun......-.| 5 25 60 | Iss. 
| District. | 
Moon Gas Co.: | 
G-14595 Hope Natural Gas Co.| Clay District........| W. Va--- Ritchie........-- 5 6 60 | Iss. 
Northern Natural Gas Producing | | | 
Co.: | 
G-20298 Panhandle Eastern | Hugoton Kan.....- Morton... .....- 5 25 60 | Iss. 
Pipe Line Co. | | 
Pack Oil Company, Inc.: 
G-19244 Northern Natural | Undesignated___-.-. Kan....-. a cancms 317 60 | Iss 
Gas Co. 
Petroleum Leaseholds, Inc., | 
Operator: | | | 
G-14591 United Fuel Gas Co_| Erath.___--- | Vermilion..___- 6 8 60 | Iss. 
Pontiac Refining Corp.,etal.: | | | 
G-16756 Unit Gas Co., Inc La Copita_.._..- i atnenintii a 5 25 60 | Iss. 
Prather Gas Co.: | 
G-18896 Hope Natural Gas Co.| Undesignated__.....| W. Va Ritchie_...__- 3 17 60 | Iss. 
Sinclair Oil & Gas Co.: 
G-18631 El] Paso Natural Gas | Midway Lane-......| Tex. ..--.-- Crockett ._ .._.. 1 6 60 | Iss. 
Co. 
W. J. Riley: 
G-14126 Banquette Gas Co__..| Odem_-_-_.----- TOR ack San Patricio.....| 3 11 60 | Iss. 
Roberts Oil & Gas Co.: 
G-18917 Hope Natural Gas Co_| Dekalb District. W. Va Gilmer... 5 6 60 | Iss. 
P. R. Rutherford, et al.: | 
G-10922 United Gas Pipe Line | Huff* WA wcians Refugio_-_-.-- 217 60 | Iss. 
Co. 
Secure Trusts: 
G-12036 Southern Natural La...-.....| Lafourche 5 24 60 | Iss 


Gas Co. 


| Coffee Bay..._- 


See footnotes at end of table, p. 975. 
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PRODUCER LIST 


ABANDONMENT APPLICATIONS—Continued 


PRODUCER,# DOCKET NO. AND 
PURCHASER# 


| | 


DISPOSI- 


COUNTY TION DATE 





Shell Oil Co.: 
G-17646 E] Paso Natural Gas 
Co. 
G-18665 E] Paso Natural Gas 
Co. 
Floyd W. Sibert: 
G-20227 
Sinclair Oil & Gas Co.: 
G-19212 Truckline Gas Co 
Skelly Oil Company, Operator: 


| 
| Langlie-Mattix......| N. Mex.-- 


Midway Lane 


Hope Natural Gas Co.| 


G-19436 Kansas-Nebraska | 


Natural Gas Co. 
Socony Mobil Oil Co.: 


G-18485 United Gas Pipe line | 


Co. 
The Superior Oil Co.: 


G-19203 Tennessee Gas Trans- 


mission Co. 
G-19217 Kansas-Nebraska 
Natural Gas Co., Inc. 
Texaco Inc.: 
G-16837 Lone Star Gas Co___. 
John R. Thomey: 
G-19809 Hope Natural Gas Co. 
Timber Oil & Gas Development 
Association: 
G-15063 Hope Natural Gas Co. 
United Carbon Co., Inc. MD.a: 
G-14592 Colorado Interstate 
Gas Co. 
Keith F. Walker, et al.: 
G-18644 Lone Star Gas Co-_--. 


| 


COME aia ccnas | 


..| Nueces........ 


Doyle 


Sardis District _ 
Murphy District __-- 


Northeast Eva 


| Robberson 


| 
| 
| 
| 
| 
| 
| 
| 


| Stephens.._....-| 


Lea 


Crockett 


Logan 


Harrison. ....-.. 


5 6 60 


2 12 60 | Dis. 


1 27 60 | Iss. 








*Indicates that other fields, counties, or States are also included. 


# Producers’ and Purchasers’ name may include et al., trustee, agent, 


names on certain dockets. 


or additional 


1Iss., issued; Wtd., withdrawn; Rej., rejected ; Dis., dismissed. 





